Google 


This  is  a  digital  copy  of  a  book  that  was  preserved  for  generations  on  library  shelves  before  it  was  carefully  scanned  by  Google  as  part  of  a  project 

to  make  the  world's  books  discoverable  online. 

It  has  survived  long  enough  for  the  copyright  to  expire  and  the  book  to  enter  the  public  domain.  A  public  domain  book  is  one  that  was  never  subject 

to  copyright  or  whose  legal  copyright  term  has  expired.  Whether  a  book  is  in  the  public  domain  may  vary  country  to  country.  Public  domain  books 

are  our  gateways  to  the  past,  representing  a  wealth  of  history,  culture  and  knowledge  that's  often  difficult  to  discover. 

Marks,  notations  and  other  maiginalia  present  in  the  original  volume  will  appear  in  this  file  -  a  reminder  of  this  book's  long  journey  from  the 

publisher  to  a  library  and  finally  to  you. 

Usage  guidelines 

Google  is  proud  to  partner  with  libraries  to  digitize  public  domain  materials  and  make  them  widely  accessible.  Public  domain  books  belong  to  the 
public  and  we  are  merely  their  custodians.  Nevertheless,  this  work  is  expensive,  so  in  order  to  keep  providing  tliis  resource,  we  liave  taken  steps  to 
prevent  abuse  by  commercial  parties,  including  placing  technical  restrictions  on  automated  querying. 
We  also  ask  that  you: 

+  Make  non-commercial  use  of  the  files  We  designed  Google  Book  Search  for  use  by  individuals,  and  we  request  that  you  use  these  files  for 
personal,  non-commercial  purposes. 

+  Refrain  fivm  automated  querying  Do  not  send  automated  queries  of  any  sort  to  Google's  system:  If  you  are  conducting  research  on  machine 
translation,  optical  character  recognition  or  other  areas  where  access  to  a  large  amount  of  text  is  helpful,  please  contact  us.  We  encourage  the 
use  of  public  domain  materials  for  these  purposes  and  may  be  able  to  help. 

+  Maintain  attributionTht  GoogXt  "watermark"  you  see  on  each  file  is  essential  for  in  forming  people  about  this  project  and  helping  them  find 
additional  materials  through  Google  Book  Search.  Please  do  not  remove  it. 

+  Keep  it  legal  Whatever  your  use,  remember  that  you  are  responsible  for  ensuring  that  what  you  are  doing  is  legal.  Do  not  assume  that  just 
because  we  believe  a  book  is  in  the  public  domain  for  users  in  the  United  States,  that  the  work  is  also  in  the  public  domain  for  users  in  other 
countries.  Whether  a  book  is  still  in  copyright  varies  from  country  to  country,  and  we  can't  offer  guidance  on  whether  any  specific  use  of 
any  specific  book  is  allowed.  Please  do  not  assume  that  a  book's  appearance  in  Google  Book  Search  means  it  can  be  used  in  any  manner 
anywhere  in  the  world.  Copyright  infringement  liabili^  can  be  quite  severe. 

About  Google  Book  Search 

Google's  mission  is  to  organize  the  world's  information  and  to  make  it  universally  accessible  and  useful.   Google  Book  Search  helps  readers 
discover  the  world's  books  while  helping  authors  and  publishers  reach  new  audiences.  You  can  search  through  the  full  text  of  this  book  on  the  web 

at|http: //books  .google  .com/I 


'<-    .-^^ 


■'■^^^^     ■•; 


.\    fr 


y- 


,:i> 


■) 


.\ 


A 


y^. 


A 


\ 


> 


S- 


.^ 


0^ 


aN 


r 


>. 


'iy 


'i  I  * 


x-^ 


v> 


<4     .*■  .-^    -fe 


A 


V> 


\  ^    "<:,    v^^ 


'i; 


^>    '<>. 


.^  -, 


■>  . 


V 

* 


'■>.    '■ 


v^ 


«>■ 


s 


Z'  . 


\ 


\ 


.v 


\ 


'■>-        '  u    -    K     ^        .O 


^^^ 


'^ 


.i*' 


u    ^     '. 


\ 


\  ^     ^4 


^/  ^ 

, 

/ 

^> 


.A' 


</' 


^ 


/      ^^ 


0 


\ 


\'       •*    '       "  / 


->.       ' 


1   \ 


y 


If 


■<^ 


.V. 


<y 


^y 


<^K 


":j^  .\V 


\v 


/:> 


y- 


A- 


^        <- 


<^, 


/ 


-N'" 


\ 


v'^ 


0 


-v.    ' 


.'• 


« 


'^..       ' 


A 


>^ 


// 


y^ 


\^ 


./-» 


.    /     v" 
\ 

.A 


\ 


r  ■ 


y 


^ 


'^;   .v\ 


\ 


y- 


\      T' 


-> 


V  '     /• ...       .     ^ 


"> 


\ 


> 


A 


\ 


\. 


0  vV 


x^     , 


^7        .  .' 

,  *  ^      4 


O     V^ 


.^^  '"/. 


A- 


-'.' 


^ 


r . 


\- 


J 


■7' 


*-> 


y^ 


0 


^y. 


\' 


• ;.  ^x^ 


^ 


•y  ■ 


"> 


-<' 


\ 


V- 


\' 


/* 


-S^  O    N 


A- 


A 


\^ 


'V 


•V      ' 


■'    X 


•^ 


c. 


•. 

O 

0^ 

') 

•x 

r 

r 

.^^^ 

< 

1  ' 

1    ' 

-^ 

y- 

A 

'•^ 


\ 


-\ 


,/ 


t 


y , 


*^ 


A 


•  > 


-A 


-< 


"O  0^ 


.^  -^r 


A- 


>. 


.\- 


'>,       ^ 


v> 


'  / 


•T' 


-•^^     % 


\ 


\ 


'J    .\' 


;V 


A 


t  • 


rj^ 


.~.\- 


y 


'      f 


■V' 


y 


>. 


v>  '^^ 


4 
< 


S 


A-^    ,  v:_ 


'/ 


V 


'>. 


s>' 


'/ 


\ 


s>^-  '■:: 


\ 


\' 


vV      ^r      ^  .      *. 


-i- 


V.V 


..    N     '. 


•     «  f 


1' 


...\ 


.i" 


<>.  c^^ 


A^' 


\ 


\     ■    ^ 


V 


V         1 


v 


n 


•\ 


,\^ 


V^       *    .'':.:. 


r  . 


\ 


'X 


>. 


vx^^' 


^ 


.J-  \> 


•/' 


^_ 


\ 


'P 


s  '^.^ 


v> 


y 


\ 


.^ 


-' 

-v-:^ 

.  \ 

\ 

'  '  * 

^>. 

c^^- 

V. 

* 

t 

1 

v^^ 

**- 

/ 

/■ 

• 

* 

, ' 

^- . 

■  >  • 

o. 

\ 

y 

'  ', 

'  t 

s    >' 

■ 

*- 

f 

-<' 

.»c  .., 

■  -  •  *i 

V 

' 

- 

■•^.;. 

^^ 

V 


^  o^- 


s. 


\- 


••^    X 


/ 


A^ 


V  .r.. 


i 


-T' 


,»^\ 


'> 


^^ 


\     . 


'i- 


.0  o 


\ 


y 


*      \ 


\ 


v> 


x-^ 


.^"^ 


•o. 


\ 


-<      »> 


\\ 


A 


'> 


■/■ 


^^ 


v>  o 


V. 


/• 


A.-^- 


,  1^ 


ff 


\' 


\^ 


,^ 


'^> 


x'^' 


A 


/, 


,A' 


y. 


.\^' 


\'  •/' 


■/ 


v^ 


<^^ 


/ 


N 


-        -*1. 


-V. 


'i- 


A 


V'' 


r 


\  ■ 


SHIPPING  BOARD  OPERATIONS 


HEARINGS  ^  "'-"'■  ■ 


BEFORB 

- 1  , 


SELECT  COMMITTEE  ON 
U.  S.  SHIPPING  BOARD  OPERATIONS 

HOUSE  OF  REPRESENTATIVES 

SIXTY-SIXTH  CX)NGRBSS 
SECOND  SESSION 


PACIFIC  COAST  ACTIVITIES 


PART  1 


WABlilNGTON 
GOVERNMENT  PRINTING  OFFICE 

Vitm  1920 


SELECT  COMMITTEE  ON  UNITED  STATES   SHIPPING  BOARD 

OPERATIONS. 

House  of  Repbesentatives. 

JOSEPH  WALSH,  Massachusetts,  Chairman. 
PATRICK  H.  KELLBT,  Michigan.  HENRY  J.  STEELE,  Pennsylvania. 

LINDLEY  H.  HADLSY,  Washington.  TOM  CONNALLY,  Texas. 

ISRAEL  M.  FOSTER,  Ohio.  * 

Geobob  H.  Norton,  Clerk. 

2 


LIBRARY  OF  C0NGI!ES8      | 

DECEIVED  J 

MAR  131922      / 

DOCUMENTS  DIVISION  I 


INDEX. 


PabtI. 

PftC«. 

Jo9sph  A.  Sloan,  naval  architect,  Seattle,  Wash 3,.343 

E  B.  Diisko,  assistant  to  manager,  Pacific  American  Fisheries,  Belling- 
ham.  Wash 22 

E.  B.  Demlng,  president  Pacific  American  Fisheries,  Bellingham,  Wash__        45 

George  H.  Weir,  Inspector,  Emergency  Fleet  CJorporation,  yard  of  Pacific 
American  Fisheries,  Bellingham,  Wash 48 

Louis  H.  Simon,  shipyard  manager,  Pacific  American  Fisheries,  Belling- 
ham, Wash 63 

George  P.  Deane,  comptroller,  northern  Pacific  district,  Emergency  Fleet 
Corporation,  Seattle,  Wash 73,233 

Oscar  F.  Nilsen,  former  shipyard  employee,  Seattle,  Wash 159 

D.  Millard  Callis,  assistant  district  manager,  northern  Pacific  district. 
Emergency  Fleet  Corporation,  Seattle,  Wash 181 

Hoieard  G.  CJosgrove,  assistant  counsel,  Emergency  Fleet  Corporation, 
Seatfle,   Wash 274, 337 

Oapt  Sverre  Rustad,  acting  in  charge  of  wood-ship  construction,  northern 
Pacific  district.  Emergency  Fleet  Corporation,  Seattle,  Wash 315 

Jesse  D.  Kubns,  manager,  Sloan  Shipyards  Corporation,  Olympia  and 
Anacortes,  Wash , 379 

Hon.  Clay  Allen,  Judge  of  the  superior  court,  Seattle,  Wash 406 

E.  Janson,  vice  president  Norway-Pacific  Construction  &  Dry  Dcok  Co., 
Everett,  Wash 481 

Lea  Milligan,  naval  architect  and  marine  engineer,  Seattle,  Wash 486 

L.  E.  Meacham,  secretary  Meacham  &  Babcock  Shipbuilding  Co.,  Seattle, 

Wash 400 

Charles  G.  Heifher,  receiver  for  Meacham  &  Babcock  Shipbuilding  Co., 

Seattle.   Wash 520 

R.  S.  Terhune,  counsel  for  receiver,  Meacham  &  Babcock  Shipbuilding 

Co.,  Seattle,  Wash — 530 

Thomas  P.  Revelle,  attorney  at  law,  Seattle,  Wash 555 

0.  B.  Thorgrimson,  attorney  at  law,  Seattle,  Wash 567 

M.  R.  Ward,  manager  Grays  Harbor  Motorshlp  Corporation,  Aberdeen, 

Wash 646 

Archimedes  B.  Fuller,  former  inspector,  Emergency  Fleet  Corporation, 

Seattle,    Wash __-_____-_.__.,^^^^ 698 

J.  D.  Lowman,  former  manager  of  Operations  Division,  United  States 

Shipping  Board,  Seattle,  Wash 711 

Uoyd  J.  Wentworth,  district  manager,  Oregon  district,  Emergency  Fleet 

Corporation,  Portland,  Greg 728 

George  D.  Beed,  district  comptroller,  southern  Pacific  district.  Emergency 

Fleet  Corporation,  San  Francisco,  Calif 799 

George  S.  Garrett,  chief  clerk,  Pacific  iioast  district,  Emergency  Fleet 

Corporation,  San  Francisco,  Calif 860 

C.  0.  Yoakum,  district  supply  and  sales  manager,  Pacific  coast  district, 

Emergency  Fleet  Corporation,  San  Francisco,  Calif 863 

Capt.  C.  F.  Hall,  State  pilot,  San  Francisco,  Calif 889 

Adolph  J.  Frey,  district  manager,  southern  Pacific  district,  Emergency 

Fleet  Corporation,  San  Francisco,  Calif 898 

William  Chisholm,  assistant  in  charge  steel-sliip  construction,  southern 

Pacific  district.  Emergency  Fleet  Corporation,  San  Francisco,  Calif 949 

177008—90  ni 


SHIPPING  BOARD  OPERATIONS. 


Select  Committee  on  United  States 
Shipping  Board  Operations, 
House  of  Representatives, 
En  Boutb  Spokane  to  Seattle,  Wash., 

Wednesday^  August  20^  1919, 

The  committee  met  at  10.30  o'clock  a.  m.     Hon.  Joseph  Walsh 

4 chairman)  presiding.    Also  present  Hon.  P.  H.  Kelley,  Hon.  L.  H. 
Tadley,  and  Hon.  I.  M.  Foster. 

STATEMENT  OF  MR.  JOSEPH  A.  SLOAN,  NAVAL  ARCHITECT, 

SEATTLE,  WASH. 

The  Chairman.  Will  you  give  your  name  to  the  stenographer, 
Mr.  Sloan? 

Mr.  Sloan.  Joseph  A.  Sloan. 

The  Chairman.  And  your  residence? 

Mr.  Sloan.  My  le^al  residence  is  in  Anacortes,  Wash.  I  have  an 
office  in  Seattle,  Wash. 

The  Chairman.  You  are  a  stockholder  in  the  Sloan  Shipyards 
Corporation,  are  you  not? 

Mr.  Sloan.  I  am  a  stockholder  in  that  corporation. 

The  Chairman.  Are  you  an  officer  of  any  ship-building  corpora- 
tion? 

Mr.  Sloan.  No,  sir ;  none  at  all. 

The  Chairman.  Are  you  connected  in  any  way  with  the  ship- 
building business  now  ? 

Mr.  Sloan.  I  have  an  office  as  a  consulting  wood-ship  builder — 
a  naval  architect. 

The  Chairman.  Where? 

Mr.  Sloan.  In  Seattle. 

The  Chairman.  In  that  capacity,  are  you  connected  with  the 
Sloan  Shipyards  Corporation? 

Mr.  Sloan.  Not  at  present.  Originally  I  was.  I  laid  out  their 
yard. 

The  Chairman.  When  was  that  ? 

Mr.  Sloan.  Thai  started  in  in  January,  1917. 

The  Chairman.  Do  you  know  anything  about  the  contracts  that 
the  Sloan  Shipyards  Corporation  has  for  ships  for  the  Govern- 
ment? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Did  you  have  anything  to  do  with  the  negotiating 

of  them  ? 
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Mr.  Sloan.  I  think  T  have  in  my  grip,  if  you  want  to  see  it,  a  copy 
of  the  contract. 

The  Chairman.  Did  you  have  anything  to  do  with  the  negotiating 
of  it? 

Mr.  SiiOAN.  Nothing  at  all. 

The  Chairman.  Have  you  had  anything  to  do  with  the  contract 
since  it  was  given  to  the  corporation^ 

Mr.  Sloan.  In  a  way ;  yes.    Let  me  explain  that. 

I  organized  and  was  president  of  the  Anacortes  Shipbuilding  Co.. 
located  in  Guemas  Island.  That  is  right  across  from  the  city  oi 
Anacortes.  We  were  building  six  of  the  sixteen  ships  contracted 
for  by  the  Sloan  Shipyards  Corporation,  under  a  subcontract.  We 
took;  that  is,  the  Anacortes  Shipbuilding  Co.  took  a  subcontract 
from  the  Sloan  Shipyards  Corporation  for  six  of  the  sixteen  ships 
that  they  had  contracted  for  with  the  Emergency  Fleet  Corpora- 
tion. This  company  was  to  build  six  and  we  took  a  subcontract  to 
build  six.    So  I  had  something  to  do  with  them  in  that  way. 

The  Chairman.  Do  you  know  who  represented  the  Sloan  Ship- 
yards Corporation  in  procuring  these  contracts  from  the  Govern- 
ment? 

Mr.  Sloan.  I  only  know  through  rumors  and  hearsay. 

The  Chairman.  Vour  brother  is  president  of  the  Sloan  Ship- 
yards Corporation  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  What  is  his  name? 

Mr.  Sloan.  iPhilip  D.  Sloan. 

The  Chairman.  Have  you  another  brother? 

Mr.  Sloan.  No;  no  other  brothers  connected  with  shipbuilding. 
I  have  other  brothers,  but  they  are  not  in  any  way  connected  wifti 
shipbuilding. 

The  Chairman.  Did  you  have  anything  to  do  with  the  design  of 
the  ships  that  were  contoicted  for? 

Mr.  Sloan.  I  had  nothing  to  do  with  those  contracted  for^with 
the  Emergency  Fleet  Corporation. 

The  Chairman.  If  you  know,  were  all  the  ships  that  were  built 
by  the  Anacortes  yard  under  subcontract  of  the  same  design  as  those 
built  at  the  yards  of  the  Sloan  Shipyards  Corporation  ? 

Mr.  &iOAN.  Yes,  sir. 

The  Chairman.  Can  you  tell  us  anything  about  any  preference 
or  discrimination  between  the  yards  in  your  locality? 

Mr.  Sloan.  Well^  maybe  I  had  better,  in  just  an  informal  way, 
go  over  the  shipbuilding  program  as  it^  relates^  to  the  Sloan  Ship- 
yards Corporation  and  tne  Anacortes  Shipbuilding  Co.  from  the  be- 
ginning. 

The  Sloan  Shipyards  Corporation  started  operations  in  the  city 
of  Olympia  in  January,  1917.  Their  first  contract  was  for  four 
motor  ships — not  for  the  Government  of  the  United  States.  The 
yard  was  done  in  January,  1917.  In  the  next  three  and  one-half  to 
four  months  there  was  invested  in  this  yard  approximately  $175,000 
in  machinery,  tools,  and  wood-ship  building  equipment.  The  work 
on  the  four  motor  ships  was  started,  and  in  May  of  that  same  year 
contracts  were  taken  tor  16  ships  for  the  Emergency  Fleet  Corpora- 
tion, and  the  keels  were  laid  for  the  first  2  ships. 
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Mr.  Keijley.  That  was  in  1917? 
Mr.  Sloan.  That  was  in  1917. 

The  Anacortes  Shipbuilding  Co.  was  t)rganized  in  May.  It  began 
clearing  up  the  grounds  for  the  yard  site  in  the  latter  part  of  May, 

1917,  and  the  keels  for  the  first  shi^s  were  laid  in  Anacortes.  The 
keels  were  on  the  ground  for  four  ships  in  September,  and  they  were 
laid  for  two  in  Anacortes  in  1917.  I  was  in  Anacortes  at  this  time 
as  president  and  general  manager  of  this  yard.  I  had  laid  out  as 
engineer  the  plant  in  Olympia,  as  I  had  laid  out  quite  a  number  of 
other  shipyards  in  the  Northwest  in  the  last  few  years. 

Mr.  Hadubt.  Your  profession  is  that  of  naval  architect,  is  it  not, 
Mr.  Sloan? 

Mr.  Sloan.  I  am  a  practical  shipbuilder.  Yes,  sir;  I  am  a  naval 
architect,  and  a  desi^er  of  wood  ships,  especially. 

In  October  I  received  a  wire  from  my  brother,  requesting  me  to 
come  to  Seattle.  On  my  arrival  there,  he  showed  me  a  telegram 
from,  I  think  it  was.  Admiral  Capps,  setting  forth  that  he  under- 
stood that  the  Sloan  Shipyards  Corporation  had  entered  into  a  sub- 
contract with  the  Anacortes  Shipbuilding  Co.  to  build  a  number  of 
the  16  ships  that  were  contracted  for,  and  he  felt  that  that  was  a 
violation  of  their  contract,  and  to  suspend  work  and  come  back  and 
talk  things  over  with  him. 

I  suggested  to  my  brother  that  he  wire  him  then,  asking  for  per- 
mission to  continue  work  until  he  got  back,  so  as  not  to  disorganize 
the  yards  by  laying  off  the  men. 

Now,  just  a  minute.    I  am  getting  ahead  of  my  story. 

The  work  was  to  be  discontinued  only  in  Anacortes,  and  not  in 
Olympia.  We  had  (juite  a  large  number  of  men,  and  things  were 
moving  along  very  nicely  at  this  time. 

We  received  a  wire  within  24  hours,  giving  permission  to  go 
ahead,  and  my  brother  went  on. 

They  refused  payments  that  were  then  due  on  the  ships,  and  he 
went  on  there  in  October,  and  they  started  in  to  negotiate  a  supple- 
mentary agreement  to  this  contract.  I  have  a  copy  of  that,  which 
you  may  read.  I  think  you  people  ought  to  see  the  supplementary 
contract,  so  that  you  may  understand  it  better.  I  do  not  know  just 
what  the  terms  or  the  contract  are.  I  have  not  paid  much  attention 
to  that,  anyway. 

Mr.  Hadley.  I  think  that  is  in  the  hearing  before  the  Commerce 
Committee.  Both  of  those  contracts  were  set  out  in  that  hearing, 
were  they  not? 

Mr.  f5ix)AN.  That  contract  was  never  completed.  A  tentative 
contract,  I  think,  was  set  forth,  and  perhaps  that  is  what  you  mean. 

Mr.  Hadley.  But  the  one  that  was  actually  worked  out  and  acted 
upon 

Mr.  Sloan.  It  was  never  worked  out  and  acted  upon  until  May, 

1918,  but,  in  the  meantime,  the  Emergency  Fleet  Corporation  took 
possession  of  the  yards.  In  December  they  sent  a  man  up  to  Ana- 
cortes to  take  possession  there.  I  took  the  position,  of  course,  that 
they  had  no  legal  right  to  do  that,  but  that  1  myself  was  not  going 
to  stand  in  the  way  of  what  they  thought  was  the  best  thing  to  do 
to  produce  ships,  to  speed  up  the  program. 

Mr.  Kelley.  They  commandeered  your  yards? 
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Mr.  Sloan.  No  ;  they  did  not  commandeer. 

Mr.  KELiiEY.  They  did  not  commandeer? 

Mr.  Sloan.  They  acted  on  this  contract  that  was  pending,  the 
agreement  which  was  pending,  which  gave  them  the  right,  after  it 
was  completed  and  signed,  to  take  charge  of  the  yards. 

The  Chairman.  Mr.  Sloan,  who  was  tlieir  representative  in  this 
district  at  that  time? 

Mr.  Sloan.  Capt.  John  F.  Blain  and,  of  course,  I  stepped  out. 

Mr.  Kelley.  Let  me  see  if  I  get  that  straight,  Mr.  Chairman. 
Mr.  Sloan,  the  Government  took  possession  of  your  yards  under  the 
terms  of  an  agreement  which  had  not  yet  been  completed? 

Mr.  Sloan.  They  took  possession,  or  tried  to  take  possession.  We 
did  not  recognize  their  right ;  that  is,  the  Anacortes  Ship  Building 
Co.,  which  was  a  distinct  corporation  from  the  Sloan  Shipyards 
Corporation,  of  course,  did  not  recognize  their  right,  and  I,  as  presi- 
dent and  general  manager  of  the  company,  while  standing  on  that  ; 
position,  stepped  aside  and  let  their  representative  take  charge. 

Mr.  Kellet.  Reserving  your  rights  to  be  adjudicated  later? 

Mr.  Sloan.  Yes,  sir. 

I  then  made  preparations  to  go  to  Washington  with  my  brother^ 
and  while  we  were  getting  ready  to  go  there,  I  received  another  let- 
ter asking  me  to  go  back  into  the  Anacortes  yard,  or  requesting  me 
to  go  back  and  take  charge  of  affairs  of  the  Anacortes  ohip  Build-  \ 
ing  Co.  I 

The  Chairman.  From  whom  did  that  letter  come?  i 

Mr.  Sloan.  This  letter,  as  the  former  one,  was  from  Mr.  McAllis- 
ter.   They  are  a  matter  of  record. 

Of  course,  I  did  not  go  back  at  that  time.  I  was  about  ready  to 
go  to  Washington,  and  I  went  on  to  Washington  at  that  time. 

While  in  Washington,  I  appeared  before  the  Senate  Committee 
on  Commerce,  and  I  suggested  to  Mr.  Stearns,  an  attorney  for  the 
Emergency  Fleet  Corporation,  an  easy  way  out  of  this  thing.  They 
wanted  to  take  possession  of  the  yards.  T^hey  wanted  to  me  to  stay, 
you  understand.  Mr.  Steams  and  Admiral  Bowles  wrote  me  tiine 
after  time — Admiral  Bowles  through  Mr.  Steams — and  this  invita- 
tion that  I  had  or  request  to  go  back  in  charge  of  the  yard,  I  found 
out  when  in  Washington,  was  due  to  the  fact  that  Admiral  Bowles 
and  Mr.  Stearns  had  wired  Capt.  John  F.  Blain  not  to  interfere  with 
Mr.  Joseph  A.  Sloan,  but  they  wanted  me  to  take  charge  of  the  ship- 
building program  for  the  Emergency  Fleet  Corporation. 

I  told  Mr.  Stearns  on  several  occasions,  and  others  were  present — 
I  think  Mr.  Ackerson  was  present  at  some  of  these  meetings;  he  is 
now  manager  of  the  Emergency  Fleet  Corporation — ^that  I  was  per- 
fectly willing,  or  rather,  wanted  to  take  part  in  the  program,  and 
that  at  this  time  it  was  not  a  question  of  dollars  and  ceijts,  but  that 
I  could  not  work  under  Capt.  John  F.  Blain.  Then,  I  was  informed, 
of  course,  that  Mr.  William  Pi^ott  had  been  appointed  and  had 
succeeded  Capt.  John  F.  Blain  in  charge  of  the  wood  shipbuilding 
program.  I  told  him  then  that  when  I  arrived  in  Seattle  I  would 
offer  Mr.  Pigott  my  services.  I  did,  and  he  appointed  me  as  the 
general  manager  o^  the  Anacortes  Shipbuilding  Co.  for  the  Emer- 
gency Fleet  Corporation.  I  have  a  copy  of  that  appointment  with 
me. 
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That  was  in  March,  1918.  I  went  up  there  and  again  took  hold 
of  the  affairs  in  the  yard. 

In  the  meantime,  the  Shipping  Board  had  acted  on  the  suggestion 
that  I  had  made,  and  that  was  that  I  would  gather  in  all  the  stock, 
the  preferred  stock  at  par,  and  turn  it  over  to  the  Sloan  Shipyards 
Corporation,  and  then  the  Sloan  Shipyards  Corporation  coula  enter 
into  an  agreement  with  them  as  a  holding  company,  holding  the 
stock  of  all  the  companies.  They  advanced  $25,000  to  take  up  this 
stock  of  the  Anacortes  Shipbuilding  Co.,  and  the  stock  was  gathered 
all  in  at  par^  most  of  it  held  in  Anacortes,  except  probably  $8,000 
or  $10,000,  which  I  held  myself,  and  all  the  common  stock,  with  the 
exception  of  $3^000  worth,  was  turned  in  without  any  cost. 

Mr.  Foster.  Who  advanced  the  $25,000? 

Mr.  Sloan.  The  Shipping  Board,  Emergency  Fleet  Corporation, 
and  they  held  a  mortgage  for  the  $25,000. 

Now,  when  I  returned  to  the  Anacortes  yard  as  manager  for  the 
Emergency  Fleet  Corporation,  I  found  the  yard,  of  course,  in  a  very 
disorganized  condition.  The  lumber  contracts  which  were  pending 
along  in  November  and  December  of  1917,  when  I  stepped  out,  had 
been  canceled,  and  other  lumber  contracted  for  had  been  diverted 
to  Olyinpia. 

Mr.  Eellet.  When  the  Government  took  the  yard  over,  whom  did 
they  put  in  charge  of  it  during  this  interval  that  you  speak  of? 

Mr.  SiiOAN.  Of  course,  jou  understand  that  the  Anacortes  Ship- 
building Co.  never  recognized  their  right  to  take  it. 

Mr,  Keixet.  I  know. 

Mr.  SiiOAN.  They  took  it  under  the  assumption  that  it  was  merged 
with,  the  Sloan  l^ipyards  Corporation,  when,  in  fact,  no  merger 
had  taken  place  until  after  my  return  from  Washington.  I  had 
gathered  all  of  the  stock  and  paid  for  it  at  par,  and  turned  it  over 
to  them.  It  was  under  the  pending  agreement  with  the  Sloan  Ship- 
yards Corporation  to  take  it  over,  and  they  appointed  me  as  man- 
ager. 

The  Chairman.  Who  canceled  all  of  these  contracts?  Who  was 
in  charge  up  there  while  you  were  away? 

Mr.  SLoAN.  A  man  named  Loim  Arnold.  He  was  the  man  who  was 
sent  up  there  to  succeed  me. 

Mr.  Kellet.  He  was  sent  on  by  the  Emergency  Fleet  Corpora- 
tion? 

Mr.  Sloan.  He  was  sent  on  from  the  Olympia  yard,  the  Sloan 
Shipyards  Corporation. 

The  Chairman.  Do  you  know  who  sent  him? 

Mr.  SiiOAN.  Yes:  Mr.  E.  L.  McAllister. 

The  Chairman.  A  representative  of  the  Fleet  Corporation? 

Mr.  Sloan.  Mr.  McAllister  had  been  appointed  manager  of  the 
Sloan  Shipyards  Corporation  at  Olympia  bv  the  Sloan  Shipyards 
Corporation ;  but  aftenthe  Emergency  Fleet  Corporation  had  stepped 
in  and  had  taken  charge,  and  had  sent  in  their  auditors,  etc.,  pend- 
ing this  agreement,  the  Sloan  Shipyards  Corporation  refused  to  rec- 
ognize Mr.  McAllister  as  their  representative.  But  it  was  he  who 
appointed  Mr.  Arnold,  and  he  who  wrote  to  me  notifying  me  that 
my  services  were  no  longer  wanted,  and  giving  as  a  reason  that  he 
was  the  manager  of  the  Sloan  Shipyards  Corporation,  and  that  the 
Anacortes  Ship  Building  Co.  was  merged,  as  he  assumed,  with  it. 
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Mr.  Hadlet.  Mr.  McAllister  was  designated  as  manager  by  the 
Fleet  Corporation,  was  he,  for  the  Sloan  Shipyards  Corporation  ? 

Mr.  Sloan.  Yes;  afterwards.  But  he  was  first  appointed  pre- 
viously. He  was  appointed,  I  think,  in  October  or  Kovember  of 
1917  by  the  Sloan  Shipyards  Corporation. 

Mr.  Kellet.  He  operated  under  Mr.  Blain  ? 

Mr.  Sloan.  Yes;  afterwards.  He  operated  under  Mr.  Blain  until 
he  was  removed. 

The  Chairman.  Were  these  contracts  which  were  canceled  by 
Mr.  Arnold  more  advantageous  to  the  Anacortes  Ship  Building  Co. 
than  the  subsequent  contracts  which  were  made? 

Mr.  Sloan.  Some  of  these  contracts  have  not  been  completed. 
The  contracts  were  about  to  be  completed  when  Mr.  Arnold  was 
sent  up  and  I  stepped  out  and  went  to  Washington.  Mr.  Arnold, 
of  course,  did  not  complete  the  contracts.  A  contract  had  been  made 
bv  the  Sloan  Shipyards  Corporation  with  the  Wisconsin  Timber 
Co.,  and  the  Wisconsin  Timber  Co.  was  to  furnish  to  both  com- 
panies— ^to  the  Anacortes  Ship  Building  Co.  for  the  6  ships  that 
they  were  to  build,  and  to  the  Sloan  Shipyards  Corporation  for  the 
10  ships  that  they  were  to  build — that  lumber  at  $30  a  thousand. 

Mr.  Kelley.  That  was  under  your  contract  made  before  you  Tvent 
out? 

Mr.  Sloan.  Yes ;  that  was  a  contract  made  by  the  Sloan  Shipyards 
Corporation  before  the  Sloan  management  stepped  out,  or  I,  as 
manager  of  the  Anacortes  Ship  Building  Co. 

Mr.  Kelijiy.  Under  their  contracts  with  the  timber  company,  the 
timber  company  was  to  furnish  both  corporations  with  lumber  ? 

Mr.  Sloan.  Yes ;  and  during  pending  contracts  at  $30  a  thousand 
that  were  signed  when  this  interference  took  place.  Now,  those  con- 
tracts were  not  completed,  and  the  lumber  that  should  have  come 
into  the  yard  to  continue  work  on  those  ships  was  diverted  to  Olym- 

Kia,  and  Mr.  Arnold  was  always  acting  under  instructions  from  Mr. 
[cAUister  at  Olympia.  Mr.  Arnold  did  not  make  a  contract,  and 
he  had  no  right  to  do  it.  He  was  just  up  there  as  a  representative 
of  the  Sloan  Shipyards  Corporation. 

The  Chairman.  Mr.  Sloan,  was  this  price  of  $30  a  thousand  fixed 
by  the  Government  ? 

Mr.  Sloan.  No;  this  was  before  the  Government  had  fixed  prices 
fhat  this  contract  was  made. 

Mr.  Kelley.  When  you  went  back? 

Mr.  Sloan.  Yes ;  when  I  went  back. 

Mr.  Hadley.  That  was  some  time  in  March,  was  it  not? 

Mr.  Sloan.  Yes;  I  went  back  in  March,  1918.  I  found  very 
little  process  made  between  the  time  I  stepped  aside  in  December 
and  the  time  when  I  returned  in  March,  which  was  due,  of  course, 
to  the  fact  that  there  were  no  materials  to  work  with.  The  mate- 
rials had  been  diverted  to  Olympia,  and  not  any  portion  of  it  to 
Anacortes,  and  no  other  contracts  completed  for  Anacortes  to  pro- 
vide it  with  material  and  to  keep  the  men  at  work.  I  found  prob- 
ablv  150  men  there,  but  there  was  no  material  for  them  to  work 
witn. 

Mr.  Kelley.  How  many  men  had  you  left  there  when  you  went 
out! 
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Mr.  SiiOAN.  I  think  I  left  that  many,  but  we  had  materials  in  the 
yard,  and  those  materials  had  been  worked  up,  and  there  was  not 
really  work  enough  for  50  men  when  I  went  back  there,  though  they 
still  had  about  125  or  150  men  in  the  yard. 

Mr.  HADiiET.  During  that  interval,  was  the  material  available 
if  it  had  been  properly  managed? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  All  necessary  material  could  be  had? 

Mr.  SiiOAN.  Yes,  sir ;  and  I  found  this :  That  in  March,  just  pre- 
vious to  my  going  back  there,  the  Sloan  Shipyards  Corporation,  or 
the  Anacortes  Shipbuilding  Co.  with  instructions  from  the  Sloan 
Shipyards  Corporation,  had  entered  into  contracts  with  two  mills 
at  Everett  for  lumber. 

Just  previous  to  my  going  back  the  second  time,  after  a  delay  of — 
well,  three  months,  say — after  a  delay  of  three  months,  they  had  en- 
tered into  contracts.  In  the  meantime  all  this  other  lumber  had 
been  worked  up  that  had  come  into  the  yard  up  to  the  time  that  I 
had  left,  and  they  were  practically  out  of  material,  but  had  entered 
into  a  contract  just  previous  to  my  returning  as  the  representative 
and  manager  for  the  Fleet  Corporation.  Tliis  lumber,  of  course, 
started  coming  in  slowly  shortly  after  I  returned. 

Mr.  Hadlet.  What  was  the  contract  price  for  that,  do  you  know? 

Mr.  SiiOAN.  $40.  I  have  some  letters  in  my  grip  that  bear  on 
that,  too. 

Mr.  Kellet.  You  had  the  price  of  lumber  advanced  t&  the  ex- 
tent of  the  market  ? 

Mr.  SiiOAN.  Yes;  and  the  Shipping  Board  had  advanced  the 
price  first  to  $85  and  afterwards  to  $4:0. 

Mr.  Hadlet.  Well,  had  the  general  market  price  increased? 

Mr.  Six)AN.  Well,  naturally,  they  created  a  demand  for  lumber, 
and  that  went  up. 

Mr.  HadIiET.  What  I  would  like  to  know  is  whether  they  really 
did  fix  the  market  price  by  what  they  offered. 

Mr.  Sloan.  The  market  price  was  made,  of  course,  by  the  increased 
demand  for  lumber  all  the  time.  When  I  returned  the  second  time, 
of  course,  there  were  just  four  ships  underway,  and  parts  of  keels  for 
the  other  two,  on  the  six  that  we  were  building  in  Anacortes,  but  only 
four  had  been  started.  The  first  ship,  the  Keel  of  which  I  laid,  I 
think,  in  September,  and  which  was  more  than  half  in  frame — three- 
fourths  in  frame — in  December,  was  all  in  frame,  and  the  floor  ceil- 
ing was  in.  The  keelsons  were  in  also,  and  the  lumber  contracted  for 
just  previous  to  my  return  there  in  March,  1918,  was  for  the  third 
and  fourth  ships.  We  started  in,  I  think,  framing  on  those  ships 
after  three  months,  practically.  I  had  instructions,  of  coni'se,  to  go 
ahead  with  the  other  two  ships — ^that  is,  the  fifth  and  sixth — but 
shortly  afterwards  these  instructions  were  rescinded  temporarily, 
until  they  had  decided  whether  to  build  those  other  two  of  the  same 
type. 

Mr.  Kelley.  What  was  the  type  of  these  ships? 

Mr.  SiiOAN.  They  were  3,500-ton  Ferris  type. 

Mr.  Hadley.  They  were  all  Ferris  type? 

Mr.  Su)AN.  Yes;  but  just  at  that  time  they  had  one  or  two  new 
types,  and  the  Emergency  Fleet  Corporation  had  started  to  build  in 
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several  places  a  larger  type,  and  contemplated  adding  to  that  nam- 
ber.  I  think  that  after  waiting  some  30  days  or  more  to  g&t  some 
definite  information,  I  took  it  up  with  Mr.  Pigott  at  the  Seattle 
office,  and  he  instructed  me  to  go  ahead  on  the  Ferris  type,  as  the 
rest  of  the  ships  were. 

The  Chairman.  Do  you  know  whether  this  other  type  was  the 
Hough  type,  so-called  ? 

Mr.  Sloan.  No,  sir;  it  was  not.  I  think  the  Hough  was  pretty 
well  discredited  at  that  time.  I  think  the  type  w^as  what  is  now 
known  as  the  Geary  type.  They  were  getting  up  plans  for  that  at 
that  time. 

Then  I  placed  contracts  with  the  Fir  Production  Board,  through 
their  representative  in  Seattle,  for  the  lumber  for  those  last  two 
ships,  the  fifth  and  sixth  ships.  They  have  different  numbers  of- 
ficially, but  I  am  calling  them  the  fifth  and  sixth ;  and  after  waiting 
30  days,  and  no  lumber  naving  come  in — ^I  had  heard,  of  course,  when 
1  placed  this  contract  with  the  Fir  Production  Board  that  they  would 
place  the  contract  with  the  Puget  Mill  Co.,  I  think,  at  Port  Gamble. 

Mr.  Kelley.  The  Fir  Production  Board  was  operating  under  the 
Fleet  Corporation  ? 

Mr.  Sloan.  Yes,  sir. 

Having  waited  for  30  days,  and  there  being  no  signs  of  any  lum- 
ber, I  went  down  to  Seattle,  and  I  found  that  the  order  to  the  Mill 
Co.,  so  far  as  it  related  to  the  Anacortes  Shipbuilding  Co.,  had  been 
canceled,  and  that  the  two  units  that  had  been  ordered  by  the 
Anacortes  Shipbuilding  Co.  were  to  be  delivered  on  the  ship  or  on 
the  dock  for  shipment  to  California  points;  so  that  made  a  further 
delay. 

The  Chairman.  Where  did  you  get  that  information? 

Mr.  Sloan.  I  first  got  it  from  the  Fir  Production  Board  in  Seattle 
and  from  the  Puget  Mill  Co. 

The  Chairman.  Who  was  in  charge  of  that? 

Mr.  Su)AN.  Mr.  Stimson  was  in  charge  of  that  at  that  time,  I 
think.  He  explained  to  me  that  it  was  reasonable  and  right  that 
they  should  do  that,  and  said  that  they  were  going  to  take  care  of  us 
in  another  way. 

Mr.  Hadlef.  Was  that  Mr.  Stimson  of  the  Stimson  Mill  Co.? 

Mr.  Sloan.  Yes,  sir.  They  were  going  to  take  care  of  the  Ana- 
cortes plant  in  another  direction,  but  in  the  meantime,^of  course,  we 
had  been  delayed  30  days  there  again. 

Mr.  Kelley.  That  was  two  30  days'  delay? 

Mr,  Sloan.  That  was  two  30  days'  delay;  first,  waiting  on  a  de- 
termination as  to  the  type  of  ship,  and  then  afterwards  on  lumber 
being  diverted  to  another  place. 

The  Chairman.  This  Fir  Production  Board  was  an  agency  of  the 
Fleet  Corporation? 

Mr.  Sloan.  Yes.  sir. 

The  Chairman.  And  Mr.  Stimson  was  at  the  head  of  it? 

Mr.  Sloan.  The  manager;  yes. 

Mr.  Hadlet.  Mr.  Stimson  is  of  the  Stimson  Mill  Co.,  you  said, 
and  he  is  a  local  man  in  the  milling  business. 

The  Chairman.  Do  you  know  what  the  contract  price  on  this 
lumber  was  to  be  that  was  to  be  furnished  through  the  Fir  Produc- 
tion Board? 
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Mr.  Sloan.  $40. 

Now^  want  to  go  back  again- 


Mr.  KxLLET.  Bight  there,  they  did  supply  you  with  lumber? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Keixet.  So  that  there  was  no  further  delay? 

Mr.  Sloan.  Yes;  but  there  had  been  a  delay,  don't  you  see.  We 
are  talking  about  that.  The  delay,  of  course,  left  those  two  ships — 
that  is^  the  fifth  and  sixth  ships — in  an  uncompleted  condition,  and 
two  of  the  ships  were  canceled  by  the  Emergency  Fleet  Corporation 
in  May,  I  think  it  was,  of  this  year — April  or  May  of  this  year — 
and  those^  ships  had  expended  on  them  in  the  construction  and  in 
materials  something:  over  $100,000  apiece. 

The  Chairman.  How  much  would  it  take  to  complete  them? 

Mr.  Sloan.  $160,000. 

Mr.  Hadlet.  All  together,  or  $150,000  more? 

Mr.  Sloan.  $150,000  apiece. 

Mr.  Hadlet.  More? 

Mr.  SiiOAN.  More;  to  complete  them  as  barges,  as  they  had  been 
completing  many  of  the  ships — not  powered  at  all,  but  completing 
them  as  barges.  You  will  see  30  or  40  of  them  when  vou  get  to 
Seattle. 

The  Chairman.  What  is  the  salvage  value  now? 

Mr.  Sloan.  I  am  informed  that  they  are  selling  some  of  these 
barges  for  around  $100,000  apiece. 

The  Chairman.  No:  I  mean  in  the  condition  of  these  two  can- 
celed ships. 

Mr.  Six)AN.  There  is  no  salvage  at  all.    None  at  all. 

Mr.  Kelley.  Do  you  mean  they  would  not  bring  anything? 

Mr.  Sloan.  No.  Well,  I  mean  as  salvage,  they  would  not.  I  am 
not  prepared  to  say  that  they  will  not  bring  anything.  They  may 
be  sold  for  a  few  thousand  dollars  as  thev  stand  on  stocks. 

Mr.  Keixet.  Tf  you  were  in  the  shipouilding  business  and  had 
$100,000  tied  up  in  that  way,  would  you  not  finish  them  up  and  sell 
them  on  the  market  at  a  good  price?  How  much  would  those  ships 
be  worth  if  thev  were  finished  now? 

Mr.  Sloan.  There  are  men  who,  of  course,  would  take  these  ships 
and  finish  them,  if  it  were  not  for  the  feeling  that  they  can  buy  the 
completed  hull  for  less  than  they  can  finish  that  ship ;  in  other  words, 
the  Emergency  Fleet  Coqx)ration  is  selling  the  completed  ship  for 
less  than  those  ships  can  be  completed  for. 

Mr.  Hadlet.  Similarly  completed  ships. 

Mr.  Sloan.  Yes;  similar. 

Mr.  Foster.  Just  as  good? 

Mr.  Sloan.  The  same  ship  exactly — ^the  same  type  of  ship. 

Mr.  Kelley.  Is  there  anybody  else  selling  those  at  that  rate? 

Mr.  Sloan.  No. 

Mr.  Kelley.  Why  should  the  Emergency  Fleet  Corporation  sell 
those  hulls  at  so  low  a  price? 

Mr.  Sloan.  Well,  of  course,  I  can  only  tell  you  what  the  reason, 
in  my  opinion,  is. 

Mr.  I<  08TER.  That  is  worth  something. 

The  Chairman.  The  Sloan  Shipyards  Corporation  has  delivered 
one  ship  ? 
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STATEMENT  OF  MR.  JOSEPH  A.  SLOAN,  NAVAL  ASCHITECT, 

SEATTLE,  WASH. 

The  Chairman.  Will  you  give  your  name  to  the  stenographer, 
Mr.  Sloan? 

Mr.  Sloan.  Joseph  A.  Sloan. 

The  Chairman.  And  your  residence? 

Mr.  Sloan.  My  legal  residence  is  in  Anacortes,  Wash.  I  have  an 
office  in  Seattle,  Wash. 

The  Chairman.  You  are  a  stockholder  in  the  Sloan  Shipyards 
Corporation,  are  you  not? 

Mr.  Sloan.  I  am  a  stockholder  in  that  corporation. 

The  Chairman.  Are  you  an  officer  of  any  ship-building  corpora- 
tion? 

Mr.  Sloan.  No,  sir;  none  at  all. 

The  Chairman.  Are  you  connected  in  any  way  with  the  ship- 
building business  now  ? 

Mr.  Sloan.  I  have  an  office  as  a  consulting  wood-ship  builder — 
a  naval  architect. 

The  Chairman.  Where? 

Mr.  Sloan.  In  Seattle. 

The  Chairman.  In  that  capacity,  are  you  connected  with  the 
Sloan  Shipyards  Corporation? 

Mr.  Sloan.  Not  at  present.  Originally  I  was.  I  laid  out  their 
yard. 

The  Chairman.  When  was  that? 

Mr.  Sloan.  Thai  started  in  in  January,  1917. 

The  Chairman.  Do  you  know  anything  about  the  contracts  that 
the  Sloan  Shipyards  Corporation  has  for  ships  for  the  Govern- 
ment? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman,  Did  you  have  anything  to  do  with  the  negotiating 

of  them  ? 
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Mr.  Sloan.  I  think  I  have  in  my  fp-ip^  if  you  want  to  see  it,  a  copy 
of  the  contract. 

The  Chairman.  Did  you  have  anything  to  do  with  the  negotiating 
of  it? 

Mr.  Six)AN.  Nothing  at  all. 

The  Chairman.  Have  you  had  anything  to  do  with  the  contract 
since  it  was  given  to  the  corporation^ 

Mr.  Sloan.  In  a  way ;  yes.    Let  me  explain  that. 

I  organized  and  was  president  of  the  Anacortes  Shipbuilding  Co.. 
located  in  Guemas  Island.  That  is  right  across  from  the  city  oi 
Anacortes.  We  were  building  six  of  the  sixteen  ships  contracted 
for  by  the  Sloan  Shipyards  Corporation,  under  a  subcontract.  We 
took;  that  is,  the  Anacortes  Shipbuilding  Co.  took  a  subcontract 
from  the  Sloan  Shipyards  Corporation  for  six  of  the  sixteen  ships 
that  they  had  contracted  for  with  the  Emergency  Fleet  Corpora- 
tion. This  company  was  to  build  six  and  we  took  a  subcontract  to 
build  six.    So  I  had  something  to  do  with  them  in  that  way. 

The  Chairman.  Do  you  know  who  represented  the  Sloan  Ship- 
yards Corporation  in  procuring  these  contracts  from  the  Govern- 
ment? 

Mr.  Sloan.  I  only  know  through  rumors  and  hearsay. 

The  Chairman.  Vour  brother  is  president  of  the  Sloan  Ship- 
yards Corporation? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  What  is  his  name  ? 

Mr.  Sloan.  Philip  D.  Sloan. 

The  Chairman.  Have  you  another  brother? 

Mr.  Sloan.  No;  no  other  brothers  connected  with  shipbuilding. 
I  have  other  brothers,  but  they  are  not  in  any  way  connected  witti 
shipbuilding. 

The  Chairman.  Did  you  have  anything  to  do  with  the  design  of 
the  ships  that  were  contracted  for  ? 

Mr.  Sloan.  I  had  nothing  to  do  with  those  contracted  for^with 
the  Emergency  Fleet  Corporation. 

The  Chairman.  If  you  know,  were  all  the  ships  that  were  built 
by  the  Anacortes  yard  under  subcontract  of  the  same  design  as  those 
built  at  the  yards  of  the  Sloan  Shipyards  Corporation  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Can  you  tell  us  anything  about  any  preference 
or  discrimination  between  the  yards  in  your  locality  ? 

Mr.  Sloan.  Well^  maybe  I  had  better,  in  just  an  informal  v^ay, 
go  over  the  shipbuildinff  program  as  it  relates  to  the  Sloan  Ship- 
yards Corporation  and  the  Anacortes  Shipbuilding  Co.  from  the  be- 
ginning. 

The  Sloan  Shipyards  Corporation  started  operations  in  the  city 
of  Olympia  in  January,  1917.  Their  first  contract  was  for  four 
motor  ships — not  for  the  Government  of  the  United  States.  The 
yard  was  done  in  January,  1917.  In  the  next  three  and  one-half  to 
four  months  there  was  invested  in  this  yard  approximately  $175,000 
in  machinery,  tools,  and  wood-ship  building  equipment.  The  work 
on  the  four  motor  ships  was  started,  and  in  May  of  that  same  year 
contracts  were  taken  for  16  ships  for  the  Emergency  Fleet  Corpora- 
tion, and  the  keels  were  laid  for  the  first  2  ships. 
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Mr.  Keljjby.  That  was  in  1917? 
Mr.  Six)AN.  That  was  in  1917, 

The  Anacortes  Shipbuilding  Co.  was  t)rganized  in  May.  It  began 
clearing  up  the  grounds  for  the  yard  site  in  the  latter  part  of  May, 
1917,  and  the  keels  for  the  first  ships  were  laid  in  Anacortes.  The 
keels  were  on  the  ground  for  four  ships  in  <September,  and  they  were 
laid  for  two  in  Anacortes  in  1917.  I  was  in  Anacortes  at  this  time 
•s  president  and  general  manager  of  this  yard.  I  had  laid  out  as 
oi^eer  the  plant  in  Olympia,  as  I  had  laid  out  quite  a  number  of 
other  shipyards  in  the  Northwest  in  the  last  few  years. 

Mr.  Hadley.  Your  profession  is  that  of  naval  architect,  is  it  not, 
Mr.  Sloan? 

Mr.  Sloan.  I  am  a  practical  shipbuilder.  Yes,  sir;  I  am  a  naval 
architect,  and  a  designer  of  wood  ships,  especially. 

In  October  I  received  a  wire  from  my  brother,  requesting  me  to 
come  to  Seattle.  On  my  arrival  there,  he  showed  me  a  telegram 
from,  I  think  it  was.  Admiral  Capps,  setting  forth  that  he  under- 
stood that  the  Sloan  Shipyards  Corporation  had  entered  into  a  sub- 
contract with  the  Anacortes  Shipbuilding  Co.  to  build  a  number  of 
the  16  ships  that  were  contracted  for,  and  he  felt  that  that  was  a 
vioVation  of  their  contract,  and  to  suspend  work  and  come  back  and 
talk  things  over  with  him. 

I  suggested  to  my  brother  that  he  wire  him  then,  asking  for  per- 
mission to  continue  work  until  he  got  back,  so  as  not  to  disorganize 
the  yards  by  laying  off  the  men. 
Now,  just  a  minute.  I  am  getting  ahead  of  my  story. 
The  work  was  to  be  discontinued  only  in  Anacortes,  and  not  in 
Olympia.  We  had  quite  a  large  number  of  men,  and  things  were 
moving  along  very  nicely  at  this  time. 

We  received  a  wire  within  24  hours,  giving  permission  to  go 
ahead,  and  my  brother  went  on. 

They  refused  payments  that  were  then  due  on  the  ships,  and  he 
went  on  there  in  October,  and  they  started  in  to  negotiate  a  supple- 
mentary agreement  to  this  contract.  I  have  a  copy  of  that,  which 
you  may  read.  I  think  you  people  ought  to  see  the  supplementary 
contract,  so  that  you  may  understand  it  better.  I  do  not  know  just 
what  the  terms  oi  the  contract  are.  I  have  not  paid  much  attention 
*  to  that,  anyway. 

Mr.  Hadi^y.  I  think  that  is  in  the  hearing  before  the  Commerce 
Committee.  Both  of  those  contracts  were  set  out  in  that  hearing, 
were  they  not? 

Mr.  Sloan.  That  contract  was  never  completed.     A  tentative 

contract,  I  think,  was  set  forth,  and  perhaps  that  is  what  you  mean. 

Mr.  Hadi^ey.  But  the  one  that  was  actually  worked  out  and  acted 

upon 

Mr.  Sloan.  It  was  never  worked  out  and  acted  upon  until  May, 
1918,  but,  in  the  meantime,  the  Emergency  Fleet  Corporation  took 
possession  of  the  yards.  In  December  they  sent  a  man  up  to  Ana- 
cortes to  take  possession  there.  I  took  the  position,  of  course,  that 
they  had  no  legal  right  to  do  that,  but  that  I  myself  was  not  going 
to  stand  in  the  way  of  what  they  thought  was  the  best  thing  to  do 
to  produce  ships,  to  speed  up  the  program. 
Mr.  Kellbt.  They  commandeered  your  yards? 
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Mr.  Sloan.  No  ;  they  did  not  commandeer. 

Mr.  Kellby.  They  aid  not  commandeer? 

Mr.  Sloan.  They  acted  on  this  contract  that  was  pending,  the 
agreement  which  was  pending,  which  gave  them  the  right,  after  it 
was  completed  and  signed,  to  take  charge  of  the  yards. 

The  Chairman.  Mr.  Sloan,  who  was  their  representative  in  this 
district  at  that  time? 

Mr.  Sloan.  Capt.  John  F.  Blain  and,  of  course,  I  stepped  out. 

Mr.  Kelley.  I-*et  me  see  if  I  get  that  straight,  Mr.  Chairman. 
Mr.  Sloan,  the  Government  took  possession  of  your  yards  under  the 
terms  of  an  agreement  which  had  not  yet  been  completed? 

Mr.  Sloan.  They  took  possession,  or  tried  to  take  possession.  We 
did  not  recognize  their  right ;  that  is,  the  Anacortes  Ship  Building 
Co.,  which  was  a  distinct  corporation  from  the  Sloan  Shipyards 
Corporation,  of  course,  did  not  recognize  their  right,  and  I,  as  presi- 
dent and  general  manager  of  the  company,  while  standing  on  that 
position,  stepped  aside  and  let  their  representative  take  charge. 

Mr.  Kelley.  Reserving  your  rights  to  be  adjudicated  later? 

Mr.  Sloan.  Yes,  sir. 

I  then  made  preparations  to  go  to  Washington  with  my  brother^ 
and  while  we  were  getting  ready  to  go  there,  I  received  another  let- 
ter asking  me  to  go  back  into  the  Anacortes  yard,  or  reauesting  nup 
to  go  bad:  and  take  charge  of  affairs  of  the  Anacortes  Ship  Build- 
ing Co. 

The  Chairman.  From  whom  did  that  letter  come? 

Mr.  Sloan.  This  letter,  as  the  former  one,  was  from  Mr.  McAllis- 
ter.   They  are  a  matter  of  record. 

Of  course,  I  did  not  go  back  at  that  time.  I  was  about  ready  to 
go  to  Washington,  and  I  went  on  to  Washington  at  that  time. 

While  in  Washington,  I  appeared  before  the  Senate  Committee 
on  Commerce,  and  I  suggested  to  Mr.  Stearns,  an  attorney  for  the 
Emergency  Fleet  Corporation,  an  easy  way  out  of  this  thing.  They 
wanted  to  take  possession  of  the  yards.  They  wanted  to  me  to  stay, 
you  understand.  Mr.  Steams  and  Admiral  Bowles  wrote  me  time 
after  time — Admiral  Bowles  through  Mr.  Steams — and  this  invita- 
tion that  I  had  or  request  to  go  back  in  charge  of  the  yard,  I  found 
out  when  in  Washington,  was  due  to  the  fact  that  Admiral  Bowles 
and  Mr.  Stearns  had  wired  Capt.  John  F.  Blain  not  to  interfere  with 
Mr.  Joseph  A.  Sloan,  but  they  wanted  me  to  take  charge  of  the  ship- 
building program  for  the  Emergency  Fleet  Corporation. 

I  told  Mr.  Stearns  on  several  occasions,  and  others  were  present — 
I  think  Mr.  Ackerson  was  present  at  some  of  these  meetings;  he  is 
now  manager  of  the  Emergency  Fleet  Corporation — that  I  was  per- 
fectly willing,  or  rather,  wanted  to  take  ])art  in  the  program,  and 
that  at  this  time  it  was  not  a  question  of  dollars  and  ceijts,  but  that 
I  could  not  work  under  Capt.  John  F.  Blain.  Then,  I  was  informed, 
of  course,  that  Mr.  William  Pi^ott  had  been  appointed  and  had 
succeeded  Capt.  John  F.  Blain  in  charge  of  the  wood  shipbuilding 
program.  I  told  him  then  that  when  I  arrived  in  Seattle  I  would 
offer  Mr.  Pigott  my  services.  I  did,  and  he  appointed  me  as  the 
general  manager  of  the  Anacortes  Shipbuilding  Co.  for  the  Emer- 
gency Fleet  Corporation.  I  have  a  copy  of  that  appointment  with 
me. 
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That  was  in  March,  1918.  I  went  up  there  and  again  took  hold 
of  the  affairs  in  the  yard. 

In  the  meantime,  the  Shipping  Board  had  acted  on  the  suggestion 
that  I  had  made,  and  that  was  that  I  would  gather  in  all  the  stock, 
the  preferred  stock  at  par,  and  turn  it  over  to  the  Sloan  Shipyards 
Corporation,  and  then  the  Sloan  Shipyards  Corporation  coula  enter 
into  an  a^eement  with  them  as  a  holding  company,  holding  the 
Stock  of  all  the  companies.  They  advanced  $25,000  to  take  up  this 
stock  of  the  Anacortes  Shipbuilding  Co.,  and  the  stock  was  gathered 
&I1  in  at  par^  most  of  it  held  in  Anacortes,  except  probably  $8,000 
or  $10,000,  which  I  held  myself,  and  all  the  common  stock,  with  the 
exception  of  $3,000  worth,  was  turned  in  without  any  cost. 

Mr.  Foster.  Who  advanced  the  $25,000? 

Mr.  Sloan.  The  Shipping  Board,  It.mergency  Fleet  Corporation, 
and  they  held  a  mortgage  for  the  $25,000. 

Now,  when  I  returned  to  the  Anacortes  yard  as  manager  for  the 
Emergency  Fleet  Corporation,  I  found  the  yard,  of  course,  in  a  very 
disorganized  condition.  The  lumber  contracts  which  were  pending 
along  in  November  and  December  of  1917,  when  I  stepped  out,  had 
been  canceled,  and  other  lumber  contracted  for  had  been  diverted 
to  Olympia. 

Mr.  EmiiET.  When  the  Government  took  the  yard  over,  whom  did 
they  put  in  charge  of  it  during  this  interval  that  you  speak  of? 

Mr.  SiiOAK.  Oi  course,  you  understand  that  the  Anacortes  Ship- 
building Co.  never  recognized  their  right  to  take  it. 

Ifr.  Kftj.kt.  I  know. 

Mr.  Su)AN.  They  took  it  under  the  assumption  that  it  was  merged 
with  the  Sloan  Shipyards  Corporation,  when,  in  fact,  no  merger 
had  taken  place  until  after  my  return  from  Washington.  I  had 
gathered  all  of  the  stock  and  paid  for  it  at  par,  and  turned  it  over 
to  them.  It  was  under  the  pending  agreement  with  the  Sloan  Ship- 
yards Corporation  to  take  it  over,  and  they  appointed  me  as  man- 
ager. 

The  CHAnaiAN.  Who  canceled  all  of  these  contracts?  Who  was 
in  charge  up  there  while  you  were  away? 

ilr.  SLoAN.  A  man  named  Lonn  Arnold.  He  was  the  man  who  was 
sent  up  there  to  succeed  me. 

Mr.  Keixey.  He  was  sent  on  by  the  Emergency  Fleet  Corpora- 
tion? 

Mr.  Sloan.  He  was  sent  on  from  the  Olympia  yard,  the  Sloan 
Shipyards  Corporation. 

TTie  Chaikman.  Do  you  know  who  sent  him? 

Mr.  SiiOAN.  Yes ;  Mr.  E.  L.  McAllister. 

The  Chairman.  A  representative  of  the  Fleet  Corporation? 

Mr.  Sloan.  Mr.  McAllister  had  been  appointed  manager  of  the 
Sloan  Shipyards  Corporation  at  Olympia  by  the  Sloan  Shipyards 
Corporation ;  but  afters  the  Emergency  Fleet  Corporation  had  stepped 
in  and  had  taken  charge,  and  had  sent  in  their  auditors,  etc.,  pend- 
ing this  agreement,  the  Sloan  Shipyards  Corporation  refused  to  rec- 
ognize Mr.  McAllister  as  their  representative.  But  it  was  he  who 
appointed  Mr.  Arnold,  and  he  who  wrote  to  me  notifying  me  that 
my  services  were  no  longer  wanted,  and  giving  as  a  reason  that  he 
was  the  manager  of  the  oloan  Shipyards  Corporation,  and  that  the 
Anacortes  Ship  Building  Co.  was  merged,  as  he  assumed,  with  it. 
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Mr.  ILu>LBY.  Mr.  McAllister  was  designated  as  manager  by  the 
Fleet  Corporation,  was  he,  for  the  Sloan  Shipyards  Corporation  t 

Mr.  Sloan.  Yes;  afterwards.  But  he  was  first  appointed  pre- 
viously. He  was  appointed,  I  think,  in  October  or  November  of 
1917  by  the  Sloan  Shipyards  Corporation. 

Mr.  Kellet.  He  operated  under  Mr.  Blain? 

Mr.  Sloan.  Yes;  afterwards.  He  operated  under  Mr.  Blain  until 
he  was  removed. 

The  Chaikman.  Were  these  contracts  which  were  canceled  by 
Mr.  Arnold  more  advantageous  to  the  Anacortes  Ship  Building  Co. 
than  the  subsequent  contracts  which  were  made? 

Mr.  Sloan,  oome  of  these  contracts  have  not  been  completed. 
The  contracts  were  about  to  be  completed  when  Mr.  Arnold  was 
sent  up  and  I  stepped  out  and  went  to  Washington.  Mr.  Arnold, 
of  course,  did  not  complete  the  contracts.  A  contract  had  been  made 
bv  the  oloan  Shipyards  Corporation  with  the  Wisconsin  Timber 
do.,  and  the  Wisconsin  Timber  Co.  was  to  furnish  to  both  com- 
panies— to  the  Anacortes  Ship  Building  Co.  for  the  6  ships  that 
they  were  to  build,  and  to  the  Sloan  Shipyards  Corporation  for  the 
10  ships  that  thgr  were  to  build — that  lumber  at  $30  a  thousand. 

Mr.  Kelley.  That  was  under  your  contract  made  before  you  went 
out? 

Mr.  Sloan.  Yes ;  that  was  a  contract  made  by  the  Sloan  Shipyards 
Corporation  before  the  Sloan  management  stepped  out,  or  I,  as 
manager  of  the  Anacortes  Ship  Building  Co. 

Mr.  Kelijit.  Under  their  contracts  with  the  timber  company,  the 
timber  company  was  to  furnish  both  corporations  with  lumber  ? 

Mr.  Sloan,  i  es ;  and  during  pending  contracts  at  $30  a  thousand 
that  were  signed  when  this  interference  took  place.  Now,  those  con- 
tracts were  not  completed,  and  the  lumber  that  should  have  come 
into  the  yard  to  continue  work  on  those  ships  was  diverted  to  Olym- 

Kia,  and  Mr.  Arnold  was  always  acting  under  instructions  from  Mr. 
[cAllister  at  Olympia.  Mr.  Arnold  did  not  make  a  contract,  and 
he  had  no  right  to  do  it.  He  was  just  up  there  as  a  representative 
of  the  Sloan  Shipyards  Corporation. 

The  Chapman.  Mr.  Sloan,  was  this  price  of  $30  a  thousand  fixed 
by  the  Government  ? 

Mr.  Sloan.  No;  this  was  before  the  Government  had  fixed  prices 
fhat  this  contract  was  made. 

Mr.  ElELley.  When  you  went  back? 

Mr.  Sloan.  Yes ;  when  I  went  back. 

Mr.  Hadley.  That  was  some  time  in  March,  was  it  not  ? 

Mr.  Sloan.  Yes;  I  went  back  in  March,  1918.  I  found  very 
little  process  made  between  the  time  I  stepped  aside  in  December 
and  the  time  when  I  returned  in  March,  which  was  due,  of  course, 
to  the  fact  that  there  were  no  materials  to  work  with.  The  mate- 
rials had  been  diverted  to  Olympia,  and  not  any  portion  of  it  to 
Anacortes,  and  no  other  contracts  completed  for  Anacortes  to  pro- 
vide it  with  material  and  to  keep  the  men  at  work.  I  found  prob- 
ably 150  men  there,  but  there  was  no  material  for  them  to  work 
with. 

Mr.  Kelley.  How  many  men  had  you  left  there  when  you  went 
out! 
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Mr.  Sloan.  I  think  I  left  that  many,  but  we  had  materials  in  the 
yard,  and  those  materials  had  been  worked  up,  and  there  was  not 
really  work  enough  for  50  men  when  I  went  back  there,  though  they 
still  had  about  125  or  160  men  in  the  yard. 

Mr.  Hadlby.  During  that  interval,  was  the  material  available 
if  it  had  been  properly  managed? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadi*ey.  All  necessary  material  could  be  had? 

Mr.  Sloan.  Yes,  sir ;  and  I  found  this :  That  in  March,  just  pre- 
Tious  to  my  going  back  there,  the  Sloan  Shipyards  Corporation,  or 
the  Anacortes  Shipbuilding  Co.  with  instructions  from  the  Sloan 
Shipyards  Corporation,  had  entered  into  contracts  with  two  mills 
ftt  Everett  for  lumber. 

Just  previous  to  my  going  back  the  second  time,  after  a  delay  of — 
well,  three  months,  say — after  a  delay  of  three  months,  they  had  en- 
tered into  contracts.  In  the  meantime  all  this  other  lumber  had 
been  worked  up  that  had  come  into  the  yard  up  to  the  time  that  I 
had  left,  and  they  were  practically  out  of  material,  but  had  entered 
into  a  contract  just  previous  to  my  returning  as  the  representative 
and  manager  for  the  Fleet  Corporation.  This  lumber,  of  course, 
^tasted  coming  in  slowly  shortly  after  I  returned. 

Mr.  Hadlet.  What  was  the  contract  price  for  that,  do  you  know? 

Mr.  SioAN.  $40.  I  have  some  letters  in  my  grip  that  bear  on 
that,  too. 

Mr.  KelIiET.  You  had  the  price  of  lumber  advanced  to  the  ex- 
tent of  the  market  ? 

Mr.  SijOan.  Yes;  and  the  Shipping  Board  had  advanced  the 
price  first  to  $35  and  afterwards  to  $40. 

Mr.  HadIaBY.  Well,  had  the  general  market  price  increased? 

Mr.  SiiOAN.  Well,  naturally,  they  created  a  demand  for  lumber, 
and  that  went  up. 

Mr.  Hadi-ey.  what  I  would  like  to  know  is  whether  they  really 
did  fix  the  market  price  by  what  they  offered. 

Mr.  Sloan.  The  market  price  was  made,  of  course,  by  the  increased 
demand  for  himber  all  the  time.  When  I  returned  the  second  time, 
oi  course,  there  were  just  four  ships  underway,  and  parts  of  keels  for 
tie  other  two,  on  the  six  that  we  were  building  in  Anacortes,  but  only 
four  had  been  started.  The  first  ship,  the  Keel  of  which  I  laid,  I 
think,  in  September,  and  which  w^as  more  than  half  in  frame — three- 
fourths  in  frame — in  December,  was  all  in  frame,  and  the  floor  ceil- 
ing was  in.  The  keelsons  were  in  also,  and  the  lumber  contracted  for 
just  previous  to  my  return  there  in  March,  1918,  was  for  the  third 
and  fourth  ships.  We  started  in,  I  think,  framing  on  those  ships 
after  three  months,  practically.  I  had  instructions,  of  coiii'se,  to  go 
ahead  with  the  other  two  ships — ^that  is,  the  fifth  and  sixth — ^but 
shortly  afterwards  these  instructions  were  rescinded  temporarily, 
until  they  had  decided  whether  to  build  those  other  two  of  the  same 
type. 

Mr.  Keuley.  What  was  the  type  of  these  ships? 

Mr.  Sloan.  They  were  3,500-ton  Ferris  type. 

Mr.  Hadlby.  They  were  all  Ferris  type? 

Mr.  Sloan.  Yes ;  but  just  at  that  time  they  had  one  or  two  new 
types,  and  the  Emergency  Fleet  Corporation  had  started  to  build  in 
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several  places  a  larger  type,  and  contemplated  adding  to  that  num- 
ber. I  think  that  after  waiting  some  30  days  or  more  to  get  some 
definite  information,  I  took  it  up  with  Mr.  Pigott  at  the  Seattle 
office,  and  he  instructed  me  to  go  ahead  on  the  Ferris  type,  as  the 
rest  of  the  ships  were. 

The  Chairman.  Do  you  know  whetJier  this  other  type  was  the 
Hough  type,  so-called  ? 

Mr.  Sloan.  No,  sir;  it  was  not.  I  think  the  Hough  was  pretty 
well  discredited  at  that  time.  I  think  the  type  was  what  is  now 
known  as  the  Geary  type.  They  were  getting  up  plans  for  that  at 
that  time. 

Then  I  placed  contracts  with  the  Fir  Production  Board,  through 
their  representative  in  Seattle,  for  the  lumber  for  those  last  tw^o 
ships,  the  fifth  and  sixth  ships.  They  have  different  numbers  of- 
ficially, but  I  am  calling  them  the  fifth  and  sixth ;  and  after  waiting 
30  days,  and  no  lumber  having  come  in — ^I  had  heard,  of  course,  when 
I  placed  this  contract  with  the  Fir  Production  Board  that  they  would 
place  the  contract  with  the  Puget  Mill  Co.,  I  think,  at  Port  Gamble. 

Mr.  Keljlev.  The  Fir  Production  Board  was  operating  under  the 
Fleet  Corporation? 

Mr.  Sloan.  Yes,  sir. 

Having  waited  for  30  days,  and  there  being  no  signs  of  any  lum- 
ber, I  went  down  to  Seattle,  and  I  found  that  the  order  to  the  Mill 
Co.,  so  far  as  it  related  to  the  Anacortes  Shipbuilding  Co.,  had  been 
canceled,  and  that  the  two  units  that  had  been  ordered  by  the 
Anacortes  Shipbuilding  Co.  were  to  be  delivered  on  the  ship  or  on 
the  dock  for  shipment  to  California  points;  so  that  made  a  further 
delay. 

The  Chairman.  Where  did  you  get  that  information? 

Mr.  Sloan.  I  first  got  it  from  the  Fir  Production  Board  in  Seattle 
and  from  the  Puget  Mill  Co. 

The  Chairman.  Who  was  in  charge  of  that? 

Mr.  Su)AN.  Mr.  Stimson  was  in  charge  of  that  at  that  time,  I 
think.  He  explained  to  me  that  it  was  reasonable  and  right  that 
they  should  do  that,  and  said  that  they  were  going  to  take  care  of  us 
in  another  way. 

Mr.  Hadlef.  Was  that  Mr.  Stimson  of  the  Stimson  Mill  Co.? 

Mr.  Sloan.  Yes,  sir.  They  were  going  to  take  care  of  the  Ana- 
cortes plant  in  another  direction,  but  in  the  meantime,^of  course,  we 
had  been  delayed  30  days  there  again. 

Mr.  Kelley.  That  was  two  30  days'  delay? 

Mr.  Sloan.  That  was  two  30  days'  delay;  first,  waiting  on  a  do- 
termination  as  to  the  type  of  ship,  and  then  afterwards  on  lumber 
being  diverted  to  another  place. 

The  Chairman.  This  Fir  Production  Board  was  an  agency  of  the 
Fleet  Corporation? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  And  Mr.  Stimson  was  at  the  head  of  it? 

Mr.  Sloan.  The  manager;  yes. 

Mr.  Hadley.  Mr.  Stimson  is  of  the  Stimson  Mill  Co.,  you  said, 
and  he  is  a  local  man  in  the  milling  business. 

The  Chairman.  Do  you  know  what  the  contract  price  on  this 
lumber  was  to  be  that  was  to  be  furnished  through  the  Fir  Produc- 
tion Board? 
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Mr.  Sloan.  $40. 

Now,  I  want  to  go  back  again 

Mr.  Kellbt.  Bi^t  there,  they  did  supply  you  with  lumber! 

Mr.  Sloax.  Yes,  sir. 

Mr.  Kelley.  So  that  there  was  no  further  delay? 

Mr.  Sloan.  Yes;  biit  there  had  been  a  delay,  don't  you  see.  We 
are  talking  about  that.  The  delay^  of  course,  left  those  two  ships — 
that  is,  the  fifth  and  sixth  ships — in  an  uncompleted  condition,  and 
two  of  the  ships  were  canceled  by  the  Emergency  Fleet  Corporation 
in  May,  I  think  it  was,  of  this  year — April  or  May  of  this  year — 
and  those  ships  had  expended  on  them  in  the  construction  and  in 
materials  something  over  $100,000  apiece. 

The  Chairman.  How  much  would  it  take  to  complete  them? 

Mr.  Sloan.  $160,000. 

Mr.  Hadlet.  All  together,  or  $150,000  more? 

Mr.  Sloan.  $150,000  apiece. 

Mr.  Hadlet.  More? 

Mr.  Sloan.  More;  to  complete  them  as  barges,  as  they  had  been 
completing  many  of  the  ships — not  powered  at  all,  but  completing 
them  as  barges.  You  will  see  30  or  40  of  them  when  you  get  to 
Seattle. 

The  Chairman.  What  is  the  salvage  value  now? 

Mr.  Sloan.  I  am  informed  that  they  are  selling  some  of  these 
barges  for  around  $100,000  apiece. 

Ine  Chairman.  No:  I  mean  in  the  condition  of  these  two  can- 
celed ships. 

Mr.  Sloan.  There  is  no  salvage  at  all.    None  at  all. 

Mr.  Kellet.  Do  you  mean  they  would  not  bring  anything? 

Mr.  Sloan.  No.  ^Vell,  I  mean  as  salvage,  they  would  not.  I  am 
not  prepared  to  say  that  they  will  npt  brmg  anything.  They  may 
be  sold  for  a  few  thousand  dollars  as  they  stand  on  stocks. 

Mr.  Kelley.  If  you  were  in  the  shipbuilding  business  and  had 
$100,000  tied  up  in  that  way,  would  you  not  finish  them  up  and  sell 
them  on  the  market  at  a  good  price?  How  much  would  those  ships 
be  worth  if  thev  were  finished  now  ? 

Mr.  Sloan.  There  are  men  who,  of  course,  would  take  these  ships 
and  finish  them,  if  it  were  not  for  the  feeling  that  they  can  buy  the 
completed  hull  for  less  than  they  can  finish  that  ship ;  in  other  words, 
the  Emergency  Fleet  Corporation  is  selling  the  completed  ship  for 
less  than  those  ships  can  be  completed  for. 

Mr.  Hadlet.  Similarly  completed  ships. 

Mr.  Sloan.  Yes;  similar. 

Mr.  Foster.  Just  as  good? 

Mr.  Sloan.  The  same  ship  exactly — ^the  same  type  of  ship. 

Mr.  K£LX£T.  Is  there  anybody  else  selling  those  at  that  rate? 

Mr.  Sloan.  No. 

Mr.  Keixey.  Why  should  the  Emergency  Fleet  Corporation  sell 
those  hulls  at  so  low  a  price? 

Mr.  Sloan.  Well,  of  course,  I  can  only  tell  you  what  the  reason, 
in  my  opinion,  is. 

Mr.  toOTBR.  That  is  worth  something. 

The  Chairman.  The  Sloan  Shipyards  Corporation  has  delivered 
one  ship  ? 
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Mr.  Sloan.  The  Sloan  Shipyards  Corporation  laid  the  first  keel 
for  a  wooden  ship  under  a  contract  let  by  the  shipping  people,  the 
Emergency  Fleet  Corporation,  and  last  week  the  first  ship  was 
completed. 

The  Chairman.  Had  they  not  delivered  one  prior  to  July  17, 1919? 

Mr.  Sloan.  No,  sir. 

The  Chairman.  There  have  been  how  many  canceled  ? 

Mr.  Sloan.  Four. 

The  Chairman.  And  the  total  number  was 

Mr.  Sloan.  Sixteen. 

The  Chairman.  That  includes  the  six  at  Anacortes? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Now,  do  you  know  whether  any  of  these  contracts 
had  been  suspended  instead  of  canceled? . 

Mr.  Sloan.  No  ;  none  have  been  suspended  that  I  know  of. 

The  Chairman.  Were  all  of  these  16  ships  of  the  Ferris  type, 
3,600  tons  deadweight  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  And  the  ships  that  you  observed  of  the  Ferris 
type  under  construction  in  this  region,  with  which  you  are  par- 
ticularly familiar,  were  in  your  opinion  overbuilt? 

Mr.  SiiOAN.  Yes. 

The  Chairman.  That  is,  they  were  made  more  substantial  than 
was  actually  necessary? 

Mr.  Sloan.  I  mean  more  material  than  was  necessary. 

The  Chairman.  More  material  was  used,  and  they  were  more 
expensive  ? 

Mr.  Sloan.  Yes;  in  timber  and  in  fasteners,  and  they  were  made 
unnecessaril}'^  expensive  ships  in  the  type  of  equipment  for  the  ship 
above  deck  and  in  the  engine-room  equipment. 

The  Chairman.  As  to  these  ships  that  were  under  construction  in 
the  Sloan  yards,  was  the  machinery  furnished  for  them  ? 

Mr.  Sloan.  No;  the  Sloan  Co.  had  a  contract  for  the  completed 
ship. 

The  Chairman.  That  included  the  machinery  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  You  could  purchase  that  where  you  pleased? 

Mr.  Sloan.  Yes. 

The  Chairman.  Has  that  been  put  on  the  ground  yet  ready  for 
installation  ? 

Mr.  Sloan.  Of  course;  some  of  the  engines  were  placed  on  the 
ground  early  in  1917.  There  are  24  of  the  boilers  lying  over  there 
that,  for  some  reason  or  other,  have  been  canceled,  furnished  by  a 
firm  that  has  been  working  night  and  day  to  furnish  boilers  for  the 
United  States.  They  were  turned  down,  but  were  not  turned  down 
until  the  ship  was  ready  to  receive  them,  and  they  lay  in  the  yards 
for  months  before  the  ship  was  launched. 

The  Chairman.  So  that  the  boilers  for  some  of  these  ships  have 
been  rejected  by  the  Emergency  Fleet  Corporation  representative? 

Mr.  Sloan.  1  have  not  been  in  Olympia  recently.  On  the  ship 
that  was  delivered  last  week,  the  keels  were  laid  for  it  in  May,  1917. 
The  machinery  and  boilers  for  it  were  delivered  in  the  yard  early  in 
the  winter  of  1917-18.  The  ship  was  launched  on  July  4,  1918,  and 
is  now  loading  in  Seattle. 
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The  Chairman.  Have  you  the  name  of  that  ship^ 

Mr.  Six)AN.  I  for^t  the  name  of  it.  I  have  not  paid  much  atten- 
tion to  the  name  of  it. 

Mr.  Hadlet.  Is  the  installation  of  equipment  as  per  specifications 
furnished  by  the  board?  That  is  what  you  speak  of  as  overbuild- 
ingl  There  is  a  certain  specification  that  comes  with  the  type  of 
ship  (o  build  ? 

fir.  Sloan.  Yes. 

Mr.  Hadl£Y.  And  the  builder  has  no  choice  as  to  what  he  puts  in ; 
lie  must  eauip  it  according  to  certain  specifications,  and  those  are 
prescribed  by  the  board  ? 

Mr.  SiiOAN.  Yes;  and  where  the  specifications  are  indefinite,  of 
course,  it  is  the  inspector  in  the  yard  that  the  builder  must  follow. 

The  Chairman.  Are  these  Scotch  boilers  ? 

Mr.  Sloan.  No;  they  are  water-tube  boilers.  Another  type  of 
boiler  was  substituted  for  these.  In  f act^  after  the  ship  was  launched 
and  her  bunkers  and  everything  ready,  it  was  then  that  they  turned 
them  down  and  tore  out  the  bunkers  and  spent  thousands  of  dollars 
tearing  them  out,  to  make  room  for  other  boilers  of  a  little  different 
type.  I  will  not  say  they  were  larger,  because  these  are  furnished 
on  the  square  feet  oi  heating  surface  that  the  Emergency  Fleet  Cor- 
poration specifications  require. 

Xow,  I  want  to  go  on  record  as  saying  this:  You  mentioned  Mr. 
Ferris  there.  I  want  to  say  that  Mr.  Ferris,  I  know,  was  in  no  way 
to  blame  at  all  for  those  ships  being  overbuilt. 

The  Chairman.  They  are  of  his  design? 

Mr.  Sloan.  They  are  of  his  design,  but  what  I  mean  to  say  is  that 
ttio  specifications  and  design  have  been  changed  in  a  thousand  par- 
ticulu*s  after  they  ^t  out  of  his  hands,  and  that  from  the  day  the 
first  set  of  specifications  and  plans  came  out  up  to  and  including  the 
time,  not  more  than  six  weeks  ago,  they  were  still  amending  and 
changes  were  going  on. 

Mr.  Keujst.  Changing  them,  making  them  more  substantial? 

Mr.  Sloan.  Well,  changes  just  for  changes'  sake,  as  I  see.it — not 
to  make  them  anymore  substantial. 

Mr.  Hadlet.  Who  makes  the  changes  ? 

Mr.  Sloan.  They  come  through  the  district  officers  here. 

Mr.  Hadlet.  Well,  it  is  through  the  Fleet  Corporation  organiza- 
tion^ at  any  rate  ? 

Mr.  Sloan.  Yes. 

Mr.  Haoust.  That  is  what  I  supposed  when  I  asked  you  the  (jues- 
tion  awhile  ago  if  they  were  built  upon  specifications  as  distinguished 
from  type,  and  I  understood  you  to  take  the  view  at  that  time  that 
here  is  one  type,  and  here  is  another,  but  in  a  general  way  they  will 
lequire  certain  equipment,  and  those  specifications  covering  the 
equipment  are  provided  by  somebody  other  than  the  man  who  con- 
ceives the  type,  and  that,  in  this  case,  would  be  the  Emergency  Fleet 
CoYDorationi 

Mr.  Sloan.  Yes. 

Mr.  Hadley.  Am  I  right  in  that  understanding  of  the  situation? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Mr.  Sloan,  possibly  you  may  have  stated  it,  but 
are  you  still  the  manager  of  the  Anacortes  yard  ? 
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Mr.  Sloan.  No,  sir. 

The  Chairman.  When  did  you  get  out? 

Mr.  Sloan.  I  resigned  on  the  1st  of  September,  1918. 

The  Chairman.  What  were  the  circumstances  connected  with  your 
resignation? 

Mr.  Sloan.  The  circumstances  were  that  I  soon  learned  that  I 
could  not  make  any  good  progress.  I  was  to  have  full  and  complete 
charge,  but  I  was  not  properly  supported  by  my  superiors  in  the 
Seattle  office.  There  was  delay  after  delay,  and  one  thincf  after  an- 
other,  in  getting  materials  and  getting  permission  to  Ho  this  or 
that.  It  was  necessary  for  the  manager  of  the  yard  to  get  permission 
to  do  certain  things — certain  little  changes;  little,  trifling  things — 
that  kept  everybody  waiting; -and  it  would  take  days  and  days  and 
days  to  get  a  little  cbrrespondence  back  and  forth  before  you  could 
get  permission  to  do  it,  and  maybe  not  then.  Then  there  were 
amendments  and  changes  of  plans  and  specifications  coming  alonj^  all 
the  time.  There  was  an  inspector  in  the  yard  there,  and  one  of  the 
conditions  under  which  I  went  back  into  the  yard  was  that  he  should 
be  removed.  This  man  formerly  worked  for  me  when  I  was  superin- 
tendent for  the  Puget  Sound  Bridge  &  Dredging  Co.,  in  1916.  He 
built  a  number  of  ships  that  I  designed.  I  planned  their  yard  and 
was  superintendent  for  about  eight  months,  and  this  man  I  had 
working  for  me;  but  we  had  to  discharge  him  because  of  his  lack  of 
knowledge  of  practical  shipbuilding.  He  was  afterwards  appointed 
inspector  and  sent  to  Anacortes;  and  when  I  went  back  there  it  was 
with  the  understanding  that  he  should  be  removed. 

The  Chairman.  Was  he  ? 

Mr.  Sloan.  He  was.  But  just  a  moment.  I  found  him  virtually 
running  the  yard.  He  was  nmning  Mr.  Arnold  and  everybody  con- 
nected with  the  yard,  the  office,  and  everything  else.  It  was  a  kind 
of  easy  game  there,  everybody  taking  the  line  of  least  resistance! 
When  I  went  first  into  the  yard  we  found  the  men  10  or  12  minutes 
before  the  whistle  blew  up  behind  the  buildings,  within  50  or  100 
feet  of  the  gate,  ready  to  race  out  of  the  yard  and  turn  in  their 
checks;  and  Mr.  Arnold,  the  man  that  was  sent  up  there  to  take 
charge  of  the  yard  in  December  of  1917  was  one  of  the  first  out  of 
the  yard. 

I  commenced  at  once  to  make  some  changes  here  and  there,  and 
spoke  to  the  various  foremen,  and  told  them  that  that  would  have 
to  stop,  and  shortly  it  did  stop  a  little.  I  went  down  through  the 
boats  for  a  number  of  evenings,  just  about  10  or  15  minutes  before 
time  for  the  whistle  to  blow,  and  in  the  ships  the  work  was  sus- 
pended, and  they  were  under  the  bottoms,  wherever  they  could  hide 
away,  and  some  fellows  were  out  in  front  of  the  ships  in  plain  view. 

I  called  the  men  in  and  I  talked  to  them  very  nicely,  and  I  ap- 
pealed to  them  for  their  support.  I  told  them  that  I  came  up  there 
with  no  grievance  against  any  man.  Most  of  them  I  did  not  know 
at  all,  and  they  did  not  know  me;  but  I  told  them  that  I  wanted 
their  cooperation,  and  that  I  certainly  wanted  to  make  a  success  of 
that  yard,  which  is  the  tail-end  yard  in  the  district. 

Mr.  Kelley.  Now,  let  me  ask  you  a  question  there,  Mr.  Sloan. 
From  what  you  say,  obviously,  the  delay  was  inspired  by  either  one 
or  the  other  of  two  things — either  a  desire  to  injure  somebody  finan- 
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ciallj,  or  a  desire  to  delay  the  actual  construction  of  ships  for  the 
Government.  Which  do  you  think  was  back  of  this  general  move- 
ment to  delay  the  work  in  your  yards? 

Mr.  Sloan.  It  was  a  desire,  1  think  it  should  be  apparent  when 
the  facts  came  out,  to  destroy  the  Sloan  Shipyards  Corporation. 

Mr.  Kellby.  But  was  there,  further  than  a  desire  to  destroy  them, 
a  desire  to  prevent  the  Government  from  getting  ships? 

Mr.  Sloan.  No,  sir;  but  it  resulted  in  that. 

Mr.  Kellex.  It  resulted  in  that,  and  it  was  directed  at  your  in- 
terests there  ? 

Mr,  Sloan.  Yes ;  and,  of  course,  here  is  one  thing  that  we 

The  Chairman.  Mr.  Sloan,  what  was  the  name  of  this  inspector? 

Mr.  Sloan.  His  name  is  George  Weir. 

The  Chairman.  Where  is  he  now? 

Mr.  Sloan.  You  will  find  him  in  the  yard  where  you  are  going 
to-morrow,  in  Bellingham. 

The  Chairman.  An  inspector? 

Mr.  Sloan.  Yes.    I  was  going  to  lead  up  to  that. 

The  Chairman.  I  beg  your  pardon  for  interrupting  you. 

Mr.  Sloan.  I  wired,  and  I  said  that  no  red-blooded  American 
could  stay  in  the  position  that  I  occupied  and  retain  his  self-respect, 
and  I  was  not  going  to.  That  was  substantially  mv  telegram.  With- 
out waiting  for  a  reply  to  that,  I  hopped  on  the  train  and  went 
down  to  Seattle,  and  Capt.  Magee,  who  was  the  assistant  in  charge 
of  wood-ship  building,  came  up  with  me,  and  he  O.  K'd — I  took  him 
over  and  showed  him  what  this  inspector  was  doing,  and  it  did  not 
make  any  difference  to  me.  I  was  there  representino;  the  manager 
of  the  Fleet  Corporation,  and  as  far  as  the  Sloan  Shipyards  Cor- 
poration was  concerned,  it  would  not  make  any  difference  to  them, 
or  to  me,  because  of  my  salary,  if  those  ships  would  cost  a  million 
dollars.  I  was  not  interested  in  that  at  all,  because  the  arrange- 
ment was  the  Fleet  Corporation  was  doing  the  work;  but  Capt. 
Magee  O.  K'cl  everything  I  asked  right  then  and  there,  and  after 
a  delay  of  20  days  or  so,  he  wired  me  to  remove  this  man,  within  a 
few  days,  and  sent  him  to  the  Pacific  American  Fisheries,  at  Belling- 
hm. 

Mr.  Kelley.  Your  profit  in  your  settlement  with  the  Emergency 
Fleet  Corporation  will  not  depend  upon  the  output  of  the  yard  dur- 
ing the  time  that  the  Government  operated  it  at  all? 

Mr.  Sloan.  No  ;  I  can  not  see  that  it  will,  but  I  will  tell  you,  Mr. 
Kellev,  if  the  Sloans  had  a  million  dollars,  my  interest  is  so  small, 
that  t  don't  let  it  influence  me  in  anv  way  at  all.  I  have  just  200 
shares,  and  if  it  would  amount  to  a  million  dollars  my  share  wouldn't 
amount  to  $10,000. 

Mr.  Kellet.  But  if  the  delay  in  the  construction  of  the  ships  did 
not  prejudice  the  Sloan  interests,  why  should  anybody  want  to  de- 
lay it,  nnless  they  had  some  motive  deeper  than  that? 

Mr.  Sloan.  Well,  you  will  hear  of  motives  enough  when  you  reach 
Seattle  and  go  to  Olympia.  The  State  Council  of  Defense,  of  which 
Mr.  Lord  is  president,  made  an  investigation  of  the  Olympia  plant, 
and  the  Qiamber  of  Commerce  of  Olympia,  when  they  could  not 
fi^  any  results  from  the  Shipping  Board  here,  wired  to  the  Shipping 
Board  officials  at  Washington,  and  Senators  Poindexter  and  Jones 
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insisted  upon  an  investigation,  as  they  set  forth,  to  show  up  tlie 
waste.    That  is  all  a  matter  of  record. 

Mr.  Hadley.  About  what  period  was  that? 

Mr.  Sloan.  That  was  in  1918,  all  during  the  year.  Of  course,  they 
had  various  managers  in  there.  The  manager  has  been  a  mere  mes- 
senger boy. 

While  1  was  still  manager  of  the  zVnacortes  yard,  conditions  got  so 
rotten  here  in  Olympia,  so  much  waste  going  on,  that  my  company 
sent  for  me  and  asked  me  to  go  down  there  and  take  charge  of  that 
yard. 

Now,  I  had  made  a  good  job,  and  I  am  not  entitled  to  any  special 
credit  for  that,  because  I  know  the  business  thoroughly,  and  1  have 
been  at  it  all  my  lifetime.  I  had  been  at  it  as  foreman,  and  in  various 
capacities  in  tne  different  yards;  so  I  am  not  claiming  any  credit 
for  that. 

Mr.  Keixey.  Let  me  ask  you  one  question  right  there.  If  the  out- 
put of  your  yard  would  be  reduced 

Mr.  Sloan.  Pardon  me,  Mr.  Kelley.    Don't  speak  of  it  as  my  yard. 

Mr.  'Kelley.  No;  I  understand-— the  Sloan  yard.  You  under- 
stand what  I  mean. 

If  the  output  of  the  Sloan  yard  could  be  kept  at  the  uiinimuniy 
would  that  mean  that  the  output  of  other  yards  would  be  increased 
by  so  much  ? 

Mr.  Six)AN.  Well,  I  don't  say  that. 

Mr.  Kelley.  I  do  not  quite  see  at  all  the  motive  of  injuring  your 
business  or  your  yards  there,  if,  as  you  say,  the  Government  w^ill 
have  to  pay  for  them  anyhow. 

Mr.  Sloan.  Well,  I  can  not  see  how  any  fair  man,  with  common 
sense,  would  have  any  desire  to  do  it.  It  is  an  insane  proposition. 
That  is  what  it  is. 

The  Chairman.  Mr.  Sloan,  do  you  know  anything  as  to  the  quality 
of  the  ships  turned  out  by  the  other  yards  there  ? 

Mr.  Sloan.  Well,  I  did  visit  a  good  many  of  the  yards  while  the 
ships  were  being  constructed,  and,  in  my  opinion,  of  course,  the 
Ferris  type  is  the  best  type  that  is  built,  oiuy  it  was  an  unneces- 
sarily expensive  type.  It  is  the  best  type,  where  the  plans  and 
specmcations  were  followed. 

The  Chairman.  Do  you  know  whether  or  not  the  other  yards  en- 
countered delays  in  construction  about  the  time  that  the  Sloan 
yard  and  the  Anacortes  yard  did  ? 

Mr.  Sloan.  No  yard  in  the  Northwest  encountered  anything  like 
that  at  all.  Some  did  later  on,  some  starting  in  six,  seven,  or  eight 
months  later  had  some  little  difficulties,  but  they  all  got  ships  out 
except  the  Sloan  Co. 

Here  is  another  point :  The  Sloan  Co.  had  not  any  credit,  because 
of  the  fact  that  no  ships  had  been  gotten  out  at  all. 

The  Chapman.  Your  brother  is  in  Philadelphia? 

Mr.  Sloan.  Yes. 

The  Chairman.  He  has  been  there  since  May  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Do  you  know  what  he  is  doing,  what  official  posi- 
tion he  has? 

Mr.  Sloan.  He  is  down  there  on  the  settlement  of  the  Sloan  Ship- 
yards Corporation  matter. 


SHIPPING  BOAKD  OPERATIONS.    ^  17 

The  Chaisman.  He  has  been  there  since  May  endeavoring  to  reach 
a  settiement? 

Mr.  Sloan.  Yes,  sir. 

The  Chaisman.  By  reason  of  cancellations  and  other  matters? 

Mr.  Sloan.  Yes. 

Now,  to  £:o  back  to  the  talk  with  Mr.  Pigott,  he  asked  me  to  go 
over  and  taRe  charge  of  the  Olympia  yard.  I  spent  two  days  going 
throD^  that  yard.  I  talked  with  the  men,  some  of  whom  I  knew; 
men  who  had  been  working  for  me  at  odd  times.  I  talked  to  them 
and  their  foremen,  and  there  seemed  to  be  jealousy  all  through  the 
yard ;  one  foreman  was  jealous  of  the  other ;  one  was  afraid  that  the 
olher  would  stand  a  little  better  than  he  would  up  there.  I  found 
men  being  placed  on  work  by  one  foreman,  and  someone  higher  up 
would  come  along  and  remove  them  from  that  work.  I  found  only 
about  three  men  or  less  would  be  working  out  of  every  five.  I  found 
them  sitting  around  in  the  ship  hulls,  in  the  yard,  and  in  the  shops. 
You  can  get  all  the  testimony  and  all  the  facts  about  that. 

The  Chairman.  That  conoition  was  not  confined  to  your  yards? 

Mr.  Sloan.  Well,  it  was  worse  there  than  at  any  other  place,  and 
it  must  have  been. 

The  Chairman.  Than  any  other  place  on  the  West  Coast,  but  I 
think  it  was  matched  on  the  East  Coast. 

Mr.  Sloan.  The  Sloan  Co.  at  this  time  had  all  the  men  they  wanted, 
thousands  of  men,  and  all  the  materials,  and  still  there  were  no 
ships  being  brought  out.  In  the  other  yards,  of  course,  there  was 
that  same  slackness  that  you  speak  of.  I  had  it  in  Anacortes,  and 
could  not  break  it  down,  in  spite  of  the  appeals  that  I  made  to  the 
men  at  different  times,  and  the  men  were  rather  friendly  to  me.  too. 
But  nowhere  did  it  exist  as  in  the  case  of  the  Sloan  Shipyards  Cor- 
poration. 

After  spending  this  time  there,  I  came  over  to  see  Mr.  Pigjott  in 
his  office,  and  I  told  him,  "  Now,  Mr.  Pigott,  I  want  to  make  a  writ- 
ten report  to  you."  He  says,  "  I  don't  want  any  report.  I  know 
all  about  it."  I  said,  "  Mr.  Pigott,  you  don't  know  anything  at  all 
about  it."  He  says,  "  What  I  want  to  know  is,  will  you  take  that 
position?"  I  said, "  No,  sir;  under  no  circumstances  would  I  go  into 
that  yard  with  onlv  the  authority  given  that  the  present  manager, 
Capt.  Waldo,  has.'^  He  said,  "  He  has  all  the  authority."  I  said, 
"No;  he  has  not."  I  said,  "  Waldo  is  a  mere  messenger  boy  for  this 
office,  and  he  tells  me  so  himself.  He  can  not  make  a  move ;  every- 
thing is  delayed  while  waiting  for  instructions  from  this  office,  and 
I  won't  take  a  position  of  that  kind."  I  wrote  him  a  letter  after- 
wards, setting  forth  that  same  thing,  but  I  never  made  a  report  on 
the  conditions  as  I  found  them  in  the  yard.  I  went  back  to  Ana- 
cortes and  I  resigned. 

Mr.  Hadlby.  When  did  Pigott's  jurisdiction  cease? 

Mr.  Sloan.  I  think  in  August  of  last  year,  or  September. 

Mr.  HADiiEY.  You  spoke  of  a  segregation  of  authority  some  time 
a$;o  in  that  respect ;  that  is,  that  he  took  the  wood  shipbuilding  and 
Capt.  Blain  had  jurisdiction  over  the  steel  building. 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadlby.  Was  Mr.  Pigott's  jurisdiction  subordinate  to  the  dis- 
trict manager  in  respect  to  wood  ships? 
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Mr.  Sloan.  No;  he  was  subject  only  to  the  head  oflSce  at  Washing- 
ton and  Philadelphia. 

Mr.  Hadley.  I  was  not  quite  certain  from  your  original  statemeftit. 

Mr.  Sloan.  As  I  understand  it,  the  reason  Mr.  Pigott  was  ap- 
pointed in  February,  I  think,  of  1918,  was  because  of  the  complaints, 
not  only  of  the  way  things  were  being  delayed  in  the  Sloan  Ship- 
yards plants,  but  various  other  plants  were  having  some  delays,  and 
they  were  not  satisfied  with  Capt.  Blain,  and  Capt.  Blain  was  con- 
tinued in  the  position  as  district  manager  in  charge  of  steel  ship- 
building, and  Mr.  Pigott  appointed  in  charge  of  the  wood  ship- 
building, in  order  to  get  better  results  on  that. 

The  Chairman.  Both  having  headquarters  at  the  same  place? 

Mr.  Sloan.  The  same  of&ces,  and  Mr.  Pigott  retaining  all  the  offi- 
cials that  had  formerly  been  appointed  under  Capt.  Blain,  and  Capt, 
Magee  as  his  assistant.  Mr.  Pigott,  of  course,  is  a  very  fine  man, 
but  he  did  not  do  what  he  agreed  to  do  with  me,  in  that  he  turned  it 
over  to  Capt.  Magee  and  put  it  up  to. him,  and  Capt.  Magee,  of 
course,  would  not  do  it,  but  just  delayed ;  he  dillydallied  along  that 
way,  instead  of  insisting  upon  a  change  being  made  and  stopping  it 
right  then. 

The?  Chairman.  Mr.  Sloan,  can  you  give  us  any  idea  as  to  how  soon 
you  would  have  been  able  to  have  launched  those  ships  at  the  Ana- 
cortes  yard  if  you  had  been  permitted  to  continue  the  work  uninter- 
ruptedly, without  these  delays;  if  you  had  been  furnished  the  ma- 
terials and  had  been  permitted  to  complete  your  contracts  for  lum- 
ber which  you  had  made  prior  to  your  going  to  Washington,  when 
the  contract  was  canceled  f 

Mr.  Six>AN.  I  certainly  would  have  had  six  ships  turned  out  of  Ana- 
cortes  by  the  1st  of  July,  1918.    I  am  putting  that  as  the  maximum. 

Mr.  HadiiEy.  I  was  there,  I  think,  some  time  in  November  last 

Mr.  Sloan.  Yes? 

Mr.  Hadmjy.  And  I  believe  there  were  six  ships  on  the  ways  at 
that  time. 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  Unfinished,  but  in  various  stages  of  progi-ess.  That 
is  correct,  is  it  not? 

Mr.  Sloan.  Yes,  sir.  I  know  that,  because  I  have  done  it  so  often. 
It  would  not  have  been  so  if  there  had  been  no  interference  and  no 
cancellations. 

The  Chairman.  The  opinion  has  been  expressed  to  members  of  this 
committee  that  as  to  many  of  the  wooden  ships  that  have  been  con- 
structed their  life  will  not  exceed  four  to  five  years. 

Mr.  Sloan.  That  is  true. 

The  Chairman.  Is  that  true  in  this  region  out  here  ? 

Mr.  Sloan.  That  is  true  of  some  of  the  ships,  but,  so  far  as  I  know, 
I  would  not  place  the  Ferris  type  of  ship  among  that  number. 

The  Chairman.  It  is  some  other  design? 

Mr.  Sloan.  It  is  some  other  design,  some  other  type  of  ship.  As 
I  say,  the  Ferris  is  the  best  type  of  ship  that  is  built,  and  ought  to 
last  20  years  easy  as  a  first-class  ship,  that  is,  if  taken  care  of  properly. 

The  Chairman.  You  have  a  copy  of  the  contract  with  the  oloan 
yard  and  a  copy  of  the  subcontract  with  the  Anacortes  yard,  between 
them  and  the  Sloan  Shipyards  Corporation? 
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Mr.  Sloan.  Yes',  sir.  Of  course,  there  is  a  supplemental  agree- 
ment that  enters  in  there,  that  was  made  in  May,  and  that  wipes  out 
everything  previous  to  that  time. 

The  Chairman.  What  I  was  asking  you  about  now  was  the  sup- 
plemental agreement  which  was  made  subsequent  to  the  merger  of 
the  two  plants.  Did  it  continue  the  original  contract  that  had  been 
made  with  the  Sloan  yard  and  the  same  specifications,  or  did  it 
enter  into  a  new  contract,  changing  substantially  any  of  the  pro- 
visions of  the  original  agreement  ? 

Mr.  Sloan.  I  have  never  seen  this  special  contract  of  May,  1918 ; 
that  is,  I  never  saw  it  until  a  week  or  10  days  ago.  I  never  paid 
any  attention  to  that  angle.  So  far  as  I  remember,  the  only  change 
is  SIS  to  price. 

The  (JHAiR3f  AN.  That  is  less  or 

Mr.  SiiOAN.  That  was  increased. 

The  Chairman.  Increased? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Substantiallv  increased  ? 

Mr.  Sloan.  Yes ;  $60,000. 

The  Chahlman.  Per  ship  ? 

Mr.  Sloan.  Yes;  per  ship;  but  the  increase  was  not  as  much  as 
was  paid  to  other  builders  that  took  contracts  afterwards.  The  in- 
crease  was  to  cover  the  increase  that  the  Emergency  Fleet  Corpora- 
tion granted  to  contractors  for  materials  and  supplies. 

The  Chairaian.  Did  you  have  any  difficulty  with  the  labor  situa- 
tion? 

Mr.  Sloan.  They  had  a  little  difficulty. 

The  Chairman.  At  Anacortes? 

Mr.  Sloan.  No  ;  I  never  had  any.  I  want  to  go  on  record  as  saying 
that  I  have  been  an  employer  of  men  in  the  shipbuilding  busmess 
myself  for  35  years.  Previous  to  that  time,  for  a  number  of  years, 
I  was  superintendent  and  foreman  of  a  yard,  and  never  had  an  im- 
portant strike  on  m^  hands.  I  have  done  work  in  competition,  in 
mighty  keen  competition,  with  others.  There  were  strixes  galore, 
ana  some  of  them  mighty  unnecessary,  in  Anacortes,  but  none  oi 
them  while  I  was  there,  and  none  from  the  time  the  Anacortes  Ship- 
building Co.  was  started,  until  after  I  had  resigned  as  manager  for 
the  Emergency  Fleet  Corporation,  the  strikes  having  all  taken  place 
since  then;  but  the  Sloan  Shipyards  Corporation  in  Olympia  had 
some  strikes,  I  think,  during  1918. 

Mr.  Hadlet.  If  I  understand  you  now,  there  have  been  four  of  the 
Anacortes  hulls  launched? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadlet.  And  two  remain  on  the  stocks? 

Mr.  Sloan.  Yes.  sir. 

Mr.  Hadlet.  Tne  four  hulls  were  not  completed  ships,  but  were 
launched  as  hulls,  and  under  the  arrangement  thej[  would  go  to 
Olvmpia  for  completion,  for  the  installation  of  equipment? 

Mr.  Sloan.  That  was  the  understanding. 

Mr.  Hadlet.  Did  they  take  them  down  there,  as  a  matter  of  fact? 

Mr.  Sloan.  One  or  two,  I  think,  were  taken  to  Olympia  to  have  the 
machinery  installed,  and  the  other  two  were  taken  to  Lake  Union 
as  barges. 
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Mr.  Hadley.  That  was  by  subsequent  arrangement  from  the  orig- 
inal plan? 

Mr.  Sloan.  No  arrangement  with  the  Sloan  Shipyards  Corpora- 
tion at  all. 

The  Chairman.  Just  orders  of  the  Fleet  Corporation  ? 

Mr.  Sloan.  Yes,  sir 

The  Chairman.  When  did  you  launch  them,  Mr.  Sloan? 

Mr.  Sloan.  I  have  not  paid  any  attention  to  the  dates,  although 
that  is  an  eas}'  matter  to  give  you. 

Mr.  Hadley.  They  do  not  contemplate  doing  anything  with  the 
other  two  ships  at  all — completing  them  in  the  yard  ? 

Mr.  Sloan.  Not  as  I  know. 

The  Chairman.  Activities  at  Anacortes  ceased  how  long  ago? 

Mr.  Sloan.  About  two  weeks  ago. 

Mr.  Hadley.  And  the  crew  has  been  dissipated  ? 

Mr.  Six)AN.  Except  that  there  are  a  few  there  in  charge  of  the 
yard. 

Mr.  Hadley.  Who  was  the  last  man  in  charge  for  the  Fleet  Cor- 
poration. 

Mr.  Sloan.  Mr.  Kuhns,  the  manager  of  the  Sloan  Shipyards  Cor- 
poration at  Olympia,  has  been  for  8  or  10  months,  I  guess,  manager 
of  that  plant,  too. 

The  Chairman.  Is  there  material  in  the  yard  up  there  to  coni- 
plete  these  ships ;  is  there  limiber  there  ? 

Mr.  Sloan.  It  was  in  the  yard  two  weeks  ago.  I  saw  the  timber 
all  over  the  yard. 

The  Chairman.  Enough  to  complete  the  ships,  and  more,  too  ? 

Mr.  Sloan.  I  judge  so;  and  in  Olympia,  I  am  informed — of 
course,  there  are  these  boilers  and  machinery,  and  rigging  enough 
to  reach  from  here  to  New  York,  enough  to  complete  16  more  ships ; 
valves  and  parts  of  the  most  expensive  type. 

The  Chairman.  Did  you  see  that? 

Mr.  Sloan.  There  is  no  such  timber,  I  am  informed,  in  Olympia, 
as  there  is  in  Anacortes,  although  there  is  considerable  timber  in 
Olympia. 

The  Chairman.  How  many  ships  are  there  on  the  ways  now  at 
Olympia  ? 

Mr.  Sloan.  I  think  three — one  just  about  ready  to  launch,  and 
the  other  two  are  the  ones  that  are  canceled,  or  work  suspended. 

The  Chairman.  Have  activities  there  also  terminated  on  the  ships? 

Mr.  Sloan.  There  is  quite  a  crowd  of  men  there. 

The  Chairman,  Are  they  working  on  the  ships? 

Mr.  Sloan.  They  are  working  on  one  ship,  and  some  of  the  ships 
are  laying  at  the  dock,  installing  machinery,  etc. 

The  Chairman.  Of  course,  that  rigging,  valves,  machinery,  and 
material  that  are  there,  which  you  say  would  be  enough  for  16  ships, 
might  have  been  designed  for  ships  that  were  to  be  sent  there  to  be 
completed  ? 

Mr.  Sloan.  No:  that  is  not  true  at  all.  It  was  all  purchased  up 
ii^i  that  vard  for  the  Sloan  Co. 

The  Chairman.  By  the  Fleet  Corporation  orders? 

Mr.  Sloan.  Yes.  It  has  been  a  jumbled-up  mess.  The  Sloan 
Shipyards  Corporation  took  the  contracts  and  commenced  at  once  to 
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order  supplies  and  material,  and  made  contracts  for  machinery  for 
all  the  ships.  They  were  contracted  for  at  a  very  low  price,  and, 
as  I  understand  it,  they  were  canceled,  and  some  time  afterwards  the 
materials  and  supplies  were  ordered  from  different  houses  at  a  much 
higher  price.  As  a  result  of  the  confusion,  not  knowing  where  orders 
were  placed,  this  material  that  I  speak  of,  all  of  this  wire  rigging, 
etc.,  has  accumulated  in  the  yards.  Now,  I  have  not  seen  these 
things;  I  have  not  been  in  the  Olympia  yard  since  July  or  August, 
1918,  and  I  have  not  seen  anything  that  has  accumulated  since  that 
time. 

The  Chairman.  But  at  that  time  there  was? 

Mr.  Su>AK.  Oh,  yes;  but  you  will  get  the  best  infonnation  from 
men  who  can  not  be  said  to  be  biased  because  of  their  connection. 
People  would  say,  "  Of  course,  Joseph  Sloan  is  biased,"  although  I 
want  to  be  fair,  because  my  interest  is  so  small  in  it.  It  is  not  such 
i  gi^at  financial  consideration  that  I  should  be  biased  at  all. 

The  Chairman.  Certainly,  if  you  were  interested,  you  would  not 
be  interested  to  stop  operations  in  the  yards? 

Mr.  Sloan.  No,  sir. 

The  Chairman.  It  would  be  to  your  interest  to  complete  your 
ccmtracts? 

Mr.  Sloan.  Yes.  I  have  taken  a  pride  in  doing  my  work,  and  I 
have  the  reputation  of  being  one  of  the  live-wire  shipbuilders  in  the 
Northwest. 

The  CHAIRMAN'.  Do  you  know  anything  about  the  contracts  for 
enrines  which  were  canceled? 

Mr.  Sloak.  No;  I  do  not.  I  know  in  a  general  way;  but  I  am 
having  our  stenographer  in  Seattle,  who  does  work  for"  my  brother, 
for  the  Sloan  Shipyards  Corporation,  as  represented  by  him,  and  for 
myself  as  a  private  individual,  doing  a  consulting  business,  get  it  in 
shape  so  as  to  present  a  copy  to  you  gentleman ;  but  in  Olympia  you 
wiU  get  this  data  from  State  officials  and  from  bankers,  from  the 
businessmen  and  from  citizens  generally,  of  high  standing  and  repu- 
tation. 

Mr.  Hadley.  What  you  have  in  mind,  I  presume,  is  this :  That  you 
could  introduce  formal  documentary  and  original  proofs,  supple- 
mented by  such  information  as  you  have  yourself,  at  a  formal  hear- 
ing, and  that  if  the  committee  desired,  they  would  ifind  definite  cor-, 
roboration  of  these  facts,  at  least,  and  perhaps  other  original  testi- 
mony, if  they  were  to  inquire  at  Olympia  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Now,  Mr.  Sloan,  we  are  grateful  indeed  to  you 
for  what  you  have  laid  before  us  informally  thus  far,  and  I  am 
goinff  to  ask  if  you  would  be  willing  to  sit  down  with  Mr.  Hadley 
and  Mr.  Fisher,  the  statistician  of  the  committee,  who  has  some  mat- 
ters which  he  has  developed  by  an  inspection  of  the  records  at  Phila- 
delphia and  elsewhere,  and  just  discuss  a  few  matters  informally, 
without  any  record  being  made  of  it,  and  to  make  such  suggestions 
in  reference  to  matters  that  they  might  ask  you  about  ? 

Mr.  Sloan.  Oh,  certainly. 

The  Chairman.  Unless  the  members  of  the  committee  have  any 

^her  inquiries  now,  would  you  and  Mr.  Fisher  be  willing  to  do 

that,  Mr.  Hadley? 
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Mr.  Hadley.  Oh,  yes;  anything  you  wish. 

Tlie  Chairman.  To  discuss  the  matter  informally. 

Mr.  Hadley.  Yes. 

The  Chairman.  I  think,  in  view  of  what  has  transpired,  we  had 
better  arrange  to  go  from  Bellingham  to  Anacortes,  and  then  take 
up  the  matter  of  going  to  Olyinpia,  inasmuch  as  we  have  under 
consideration  the  trip  to  Grays  Harbor. 

(Whereupon,  at  12.50  o'clock  p.  m.,  the  committee  adjourned.) 
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The  Chairman.  Mr.  Drisko,  will  you  give  your  full  name  to  the 
stenographer? 

Mr.  Drisko.  H.  B.  Drisko. 

The  Chairman.  This  is  the  Pacific  American  Fisheries? 

Mr.  Drisko.  Yes,  sir. 

The  Chairman.  And  what  position  do  you  hold  with  this  corn- 
pan  v? 

Mr.  Drisko.  Assistant  to  the  manager,  assistant  to  Mr.  Deming, 
and  general  factotum.  ^ 

The  Chairman.  When  was  this  company  organized? 

Mr.  Drisko.  This  company  was  organized  in  1905. 

The  Chairman.  How  long  has  it  been  building  ships  ? 

Mr.  DriskO.  We  started  to  build  ships  in  1916;  that  is,  to  build 
these  large  ships.  We  have  been  building  our  own  tugboats  and 
things  of  that  kind. 

The  Chairman.  For  your  own  use? 

Mr.  Drisko.  For  our  own  use,  ever  since  we  started,  in  1905. 

The  Chairman.  And  in  1916  you  took  contracts  for  what  sort  of 
ships? 

Mr.  Drisko.  In  1916,  in  February,  we  lost  our  steamer  Pavlof  in 
Alaska.  The  Windber  was  on  the  Atlantic  side,  on  a  trip  to  New 
York,  with  lumber,  and  as  you  will  remember,  we  had  a  slide  in 
the  Cfanal.    Consequently,  she  had  to  go  around  the  Horn. 

After  losing  this  boat  we  (ried  to  buy  some  steamers,  and  we  were 
able  to  purchase  one.  Then  we  chartered  from  the  Alaska  Steam- 
ship Co.  sufficient  tonnage  to  help  us  out  until  we  could  get  the 
Windher  back,  which  was  in  July,  1  think. 

It  developed  then  that  we  needed  more  boats.  We  could  not  buy 
them.  So  we  decided  that  we  would  start  a  yard  over  here  and 
build  two  of  just  the  kind  that  we  would  want. 
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We  started  the  yard  in  April,  I  think,  of  1916,  and  we  laid  the  first 
keel  on  the  26th  day  of  June,  and  the  second  keel  on  the  16th  day  of 
July. 

xhe  Chaibmak.  Those  two  ships  were  completed  when? 

Mr.  Dbisko.  The  first  one  was  completed,  and  in  commission,  on 
the  24th  day  of  April. 

The  Chairman.  1917? 

Mr.  Drisko.  1917,  and  the  second  one  on  the  2nd  day  of  June, 
1917. 

We  then  decided  that  we  would  lay  down  a  couple  of  more  keels, 
and  if  an  opportunity  came  to  sell  them  we  woidd  sell  them,  but  we 
could  get  along  that  way.  So  we  laid  the  third  keel  on  the  26th 
<hv  of  January,  1917,  and  the  fourth  keel  on  the  7th  day  of  April. 

^ow,  those  are  the  ships  that  were  in  frame  when  Mr.  Brent  was 
out  here.    He  is  the  vice  chairman 

The  CHAiBAfAN.  Of  the  Shipping  Board? 

Mr.  Drisko.  Yes.  Those  are  the  two  that  we  suggested  that  they 
buy. 

The  Chairmak.  These  two  that  were  in  frame  at  the  time  of  the 
declaration  of  war  had  been  seen  by  Mr.  Brent  of  the  Shipping 
Board? 

Mr.  Drisko.  Well,  they  had  been  seen  by  Mr.  Underwood. 

The  Ckaxbman.  Mr.  Underwood? 

Mr.  DmsKO.  Yes.    Mr.  Brent  did  not  come  up  here.    He  sent 

The  Chairman.  A  representative  of  the  Shipping  Board? 

Mr.  Drisko.  Yes. 

The  Chairman.  Were  they  being  built  under  contract  for  any 
particular  party? 

Mr.  Drisko.  No. 

The  Chairman.  They  were  built  by  your  concern  with  the  expec- 
tation of  putting  them  on  the  market? 

Mr.  Drisko.  Of  operating  them  or  selling  tl  .  r 

The  Chairman.  They  were  completed? 

Mr.  Drisko.  Completed  and  sold. 

The  Chairman.  What  tonnage  were  they? 

Mr.  Drisko.  The  third  ship,  known  as  the  Rosewood^  was  1,929 
gross,  1,367  net. 

The  Chairacan.  They  were  similar  to  the  ships  you  built  for  your 
own  concern? 

Mr.  IhtiSKO.  Yes,  sir. 

The  Chairman.  In  size  and  design? 

Mr.  Drisko.  Yes. 

The  Chairman.  What  was  the  dead  weight  tonnage? 

Mr.  Drisko.  The  dead  weight  tonnage  of  this  ship  when  she  left 
for  France  was  3,109  tons. 

The  Chairman.  You  are  now  speaking  of  the  Rosewoodf 

Mr.  Drisko.  Yes 

The  Chairman.  And  the  other  ship,  the  fourth  ship,  was  the 
same? 

Mr.  Drisko.  It  was  the  same;  yes. 

The  Chairman.  When  did  you  first  take  up  with  the  Shipping 
Board  the  matter  of  constructing  ships  for  Government  account? 
Mr.  Drisho.  We  received  a  wire  from  Mr.  Brent,  on  April  16, 

1W7,  after  he  had  been  here — ^after  he  had  been  on  the  Sound. 


E.  • 
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The  Chairman.  Yes,  sir. 

Mr.  Drisko.  And  after  Mr.  Underwood  had  been  up  here  we  re- 
ceived this  communication  from  Carlin,  Nev.  [reading]  : 

Pacific  American  Fisheries, 

South  Bellingfiam,  Wash. 
Gentlemen:  Shipping  Board  has  to  suggest  that  you  effect  your  plans 
promptly  in  order  that  you  may  be  prepared  to  expand  your  plant  to  handle 
maximum  amount  of  construction  you  have  indicated  it  is  your  intention  to 
undertake  for  Government,  without  unnecessary  delay,  when  board  is  ready  to 
let  contracts. 

That  was  the  size  that  we  could  enlarge  the  yards  to,  five  ways. 

The  Chairman.  Mr.  Underwood  had  been  up  here,  he  had  looked 
over  your  yard,  and  had  seen  the  two  ships  under  process  of  con- 
struction ? 

Mr.  Drisko.  And  also  saw  the  first  two  ships  in  process  of  final 
completion  at  the  dock  here.  One  of  them  was  practically  ready  for 
inspection.  For  instance,  Mr.  Underwood  was  up  here,  I  think,  about 
the  10th  of  April,  and  the  first  ship  was  ready  on  the  24th.  The 
other  one  was  completing,  and  went  out  in  June. 

The  Chairman.  Then,  after  that  visit  of  Mr.  Underwood  you 
received  the  telegram  that  you  have  just  read,  and  you  proceeded 

Mr.  Drisko.  Immediately. 

The  Chairman  (continuing).  Immediately  to  enlarge  your  plant? 

Mr.  Drisko.  Yes. 

The  Chairman.  And  add  three  more  ways  ? 

Mr.  Drisko.  Yes ;  working  night  and  day »  We  put  on  two  crews, 
pile  driving. 

The  Chairman.  Then,  after  that,  when  was  the  matter  of  the  form 
of  contract  taken  up  ? 

Mr.  Drisko.  If  I  remember  correctly,  I  think  Capt.  Blain  came 
back  from  Washington,  appointed  Northwest  district  manager  by 
Gen.  Goethals,  some  time  about  the  last  of  April,  or  the.fore  part  of 
June. 

The  Chairman.  The  last  of  May  or  the  fore  part  of  June  ? 

Mr.  Drisko.  Yes.  No;  I  will  take  that  back.  It  was  the  last  of 
April  or  the  fore  part  of  May  ? 

The  Chairman.  May? 

Mr.  Drisko.  And  I  went  to  Seattle  at  Mr.  Deming's  suggestion, 
and  he  told  me  that  they  wanted  us  to  build  ships,  that  he  was  with 
Mr.  Brent  when  this  telegram  was  sent.  He  went  east  with  Mr. 
Brent  from  San  Francisco  and  knew  the  telegram  was  sent,  that 
plans  and  specifications  and  contracts  would  be  forthcoming  very 
shortly,  and  just  as  soon  as  he  could  get  them  he  would  let  us  know. 

We  waited  for  some  little  time,  and  I  made  several  trips  to  Seattle, 
so  that  we  could  get  started  in  getting  supplies.  He  had,  as  I  re- 
member, two  sets  of  plans  in  his  office,  but  he  was  waiting  for  the 
specifications,  so  that  he  could  give  them  to  each  yard  at  the  same 
time,  so  that  everybody  would  have  them.  He  learned  that  some 
fellow  in  Portland  had  a  set,  and  that  some  fellow  in  some  other 

5 lace  had  a  set,  so  he  gave  us  a  set  then.  That  was  about  the  1st  of 
une,  as  near  as  I  can  remember  now.  At  any  rate,  it  was  between 
the  1st  and  5th  of  June,  and  it  was  suggested  at  that  time  that  if  we 
wished  to,  we  could  submit  our  own  design. 

So  I  brought  the  plans  home  and  I  went  over  them  with  Mr. 
Deming  and  Mr.  Nottley.    We  decided  that  we  did  not  care  to  under- 
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take  to  build  the  Ferris  type.  So  we  immediately  got  busy  and  drew 
up  plans  of  our  own — that  is,  a  model  and  specifications — and  sent 
them  on  to  Seattle  on  the  14th  day  of  June.  Blue  prints  of  all  the 
lines  and  a  copy  of  the  specifications  were  sent  to  Gen.  Goethals.  We 
left  a  copy  with  Capt.  Blain  and  mailed  a  copy  to  Capt.  Pillsbury  in 
San  Francisco.    That  was  on  the  14th  day  oi  June. 

The  CuAiRMAN.  Now,  who  was  Mr.  Underwood? 

Mr.  Drisko.  He  was,  as  I  understood  it,  a  sort  of  secretary  to  Mr. 
Brent,  and  he  was  supposed  to  be  a  naval  architect. 

The  Chairman.  Where  was  he  located  ? 

Mr.  Drisko.  Mr.  Underwood? 

The  Chairman.  Yes.  In  Seattle  or  with  Mr.  Brent  at  Washing- 
ton? 

Mr.  Drisko.  He  came  with  Mr.  Brent  from  Washington. 

The  Chairman.  And  did  he  discuss  matters  of  design  with  you  at 
all  when  he  was  up  here? 

Mr.  Drisko.  No;  he  just  simply  commented  on  the  work  that  we 
were  doing,  but  he  had  no  other  comment  to  make. 

The  Chairman.  You  stated  that  after  looking  over  the  specifica- 
tions and  the  designs  of  the  Ferris  type  you  did  not  care  to  undertake 
it.  Were  there  any  particular  reasons  wny  you  did  not  care  to  under- 
take that  design? 

Mr.  Drisko.  Mr.  Nottley,  whom  we  relied  on,  of  course,  he  being  a 
shipbuilder,  claimed  that  he  did  not  think  that  that  boat  could  be 
made  strong  enough  from  the  design.  The  schedule  of  lumber  for 
the  boats,  he  said,  for  one  thing,  was  for  too  short  planking.  He  said 
that  as  far  as  h€i  was  concerned  he  would  not  care  to  build  that  hull 
and  put  his  name  on  it  or  to  be  mixed  up  with  it.  So,  in  view  of  the 
fact  that  we  were  told  that  we  could  submit  our  own  design,  we  just 
did  that. 

The  Chairman.  Mr.  Nottley  was  an  architect  or  designer? 

Mr.  Drisko.  Yes. 

The  Chairman.  Had  he  built  ships? 

Mr.  Drisko.  He  had  built  ships  before — down  the  coast. 

When  the  plans  and  specifications  were  delivered  they  were  sent  to 
Mr.  Ferris.  Mr.  Scotten,  the  treasurer  of  our  company,  was  in  New 
Tork;  he  went  to  see  Mr.  Ferris  to  see  about  expediting  the  approval 
and  getting  it  back  to  the  general,  so  that  we  could  get  started.  He 
told  Mr.  Scotten  that  he  had  gone  over  them  and  he  approved  them, 
and  he  was  going  to  meet  the  general  in  Washington  within  the  next 
day  or  two.  So  Mr.  Scotten  went  on  to  Washington,  and  was  present, 
he  told  me,  when  Mr.  Ferris  came  in.  The  general  said,  "  You  ap- 
proved these  plans,  but  the  price  is  a  great  deal  higher  than  we  have 
been  getting  bids  for  for  the  other  type."  He  said,  "  The  ships  are 
supenor,  and  they  are  worth  the  difference." 

The  Chairman.  Who  said  that? 

Mr.  Drisko.  Ferris. 

The  Chairman.  Ferris! 

Mr.  Drisko.  Ferris,  in  Mr.  Scotten's  presence.  That  is  what  Mr. 
Scotten  said.    You  can  call  him  to  verify  that,  if  you  wish. 

The  Chairman.  How  long  did  you  have  to  wait  after  you  sub- 
niitted  your  designs  and  specifications  and  blue  prints  and  the  pro- 
posal before  they  were  approved  and  the  contract  was  awarded  ? 
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Mr.  Drisko.  Our  plans  were  sent  in  on  June  14.  On  August  2  we 
wired  Washington  asking  iabout  the  contract.  We  received  a  wire 
dated  the  3d.  We  wired  the  general  manager  of  the  Shipping  Board 
[reading] : 

Answering  your  wire  of  the  2d,  contract  wns  mailed  PlUsbury  July  21.  Sug- 
gest you  communicate  with  him. 

We  wired  Pillsbury,  and  he  said  that  he  had  a  contract  there  wait- 
ing for  certain  papers  or  approval  of  design,  or  something  from  Mr. 
Ferris.  We  wired  back  then  and  asked  him  if  he  could  not  send  us  a 
copy  of  the  contract,  so  that  we  could  have  it  here.  As  I  remember  it, 
wegot  the  contract  here  about  the  10th  to  the  15th  of  August. 

The  Chairman.  1917  ? 

Mr.  Drisko.  1917.  As  soon  as  Mr.  Deming  saw  the  contract  he 
saw  that  it  was  not  like  the  contract  that  j^as  attached  to  the  pro- 
posal at  all. 

The  Chairman.  Which  you  had  submitted  ? 

Mr.  Drisko.  Yes.  We  had  submitted  it  on  their  own  open  terms  of 
proposal. 

The  Chairman.  Yes,  sir. 

Mr.  Driskjo.  Which  stated  that  we  would  build  the  ship,  for  so 
much  money  and  enter  into  a  contract  as  per  the  form  attached  to 
and  made  a  part  of  this  proposal.  When  this  contract  came  in  it  was 
nothing  like  the  contract  attached  to  the  proposal,  and  we  could  not 
operate  under  it. 

The  Chairman.  What  did  you  do? 

Mr.  Drisko.  So  we  refused  to  sign  that  contract.  Mr.  Deming  can 
tell  you  the  balance  of  that,  because  he  had  to  do  with  it.  I  did  not, 
but  the  contract  was  sent  back — or  it  was  not  sent  back;  it  was  just 
simply  refused.  Then,  as  I  remember  it,  Admiral  Capps  wired  us 
or  wrote  Mr.  Deming  that  he  keep  the  company  to  this  high  standard, 
and  suggested  that  we  enter  into  a  contract  that  was  all  right.  He 
wrote  back  and  told  him  that  he.  was  ready  and  willing  to  do  any- 
thing he  could  for  the  Government,  that  the  yard  was  here,  and  that 
we  would  do  anything,  but  we  could  not  sign  the  contract,  because  it 
would  be  putting  our  neck  into  a  noose. 

Then,  as  I  remember  it,  it  drifted  along  for  some  little  time,  until 
Mr.  George  S.  Radford  was  called  to  Washington  from  some  part 
of  the  East — from  Chicago  or  some  place — and  in  the  file  of  corre- 
spondence he  found  the  discrimination,  and  as  soon  as  he  saw  the 
tning  he  claimed  it  was  an  injustice,  and  he  immediately  took  the 
matter  up  and  had  Mr.  Scotten  come  on  to  Washington.  They  made 
a  contract  then.    That  was  in  February. 

The  Chairman.  This  contract  was  more  nearly  in  accord  with  the 
one  that  you  had  submitted  ? 

Mr.  Drisko.  It  was ;  in  other  words,  that  we  would  build  the  ship 
for  a  fee;  they  to  furnish  the  money  and  have  the  benefit  of  the 
facilities  which  we  had  here.  The  first  five  ships  were  to  be  $50,000 
apiece  as  our  fee.  Then  the  first  ship  was  launched  in  July.  We 
called  for  another  ship,  and  they  suggested  that  $50,000  was  too 
much,  that  thej  thought  $30,000  was  about  right  along  the  line  that 
they  were  paying  others  for  like  work.  Mr.  Deming  said,  all  right, 
he  would  build  them  for  $30,000,  that  he  would  build  them  for  noth- 
ing if  they  wanted  him  to;  it  was  up  to  them  to  say  what  they 
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wanted,  the  yard  was  here,  and  we  wanted  to  go  ahead  and  keep 
things  movinjg,  and  turn  out  all  that  we  could ;  but  that  he  thought 
$50,000  was  little  enough,  but  that  if  they  thought  $30,000  was  nearer 
riffk,  he  would  let  it  go  at  $30,000. 

The  Chairman.  Now,  Mr.  Drisko,  was  the  contract  which  was 
executed  in  February  in  accordance  with  the  contract  which  you  had 
submitted  with  vour  proposal,  or  was  it  a  different  contract? 

Mr.  Drisko.  A  different  contract  again. 

The  Chairman.  And  it  was  not  like  the  one  that  they  (lad  sub- 
mitted to  you  in  August? 

Mr.  Drisko.  No. 

The  Chairman.  Now,  how  soon  after  you  had  submitted  your  pro- 
posal, with  the  form  of  contract,  which  I  think  you  said  was  in 
June 

Mr.  Drisko.  June  14. 

The  Chairman.  How  soon  after  that  were  you  ready  to  start  the 
construction  of  ships? 

Mr.  Drisko.  We  could  have  started  then. 

The  Chairman.  At  that  time? 

Mr.  Drisko.  Yes,  sir. 

The  Chairman.  You  had  arranged  for  your  material  and  sup- 
plies! 

Mr.  Drisko.  We  had  materials  and  supplies  for  fitting  everything 
to  build  the  ships  we  contracted  for  at  a  price  subject  to  our  getting 
this  contract  and  before  we  ever  made  our  proposal,  so  that  we  coula 
figure  on  it.    In  other  words,  we  used  those  figures  as  our  basis. 

The  Chairman.  During  all  the  time  from  June  until  February, 
when  the  contract  was  signed,  you  had  your  ways  full,  your  labor, 
and  material  so  that  you  could  have  started  on  these  six  ships? 

Mr.  Drisko.  At  any  time. 

The  Chairman.  How  soon  after  February  did  you  start,  and  how 
numv  did  you  start  on? 

Mr.  Drisko.  We  got  a  wire  from  Mr.  Scotten,  if  I  remember  cor- 
rectly, that  the  contract  was  signed  on  the  6th  of  February,  and  we 
laid  the  first  keel  that  day. 

The  Chairman.  What  was  the  maximum  number  of  men  that  you 
had? 

Mr.  Drisko.  We  had  at  one  time  about  1,500. 

The  Chairman.  Fifteen  hundred  ? 

Mr.  Drisko.  Yes :  working  three  shifts. 

The  Chairman.  On  these  ships  ? 

Mr.  Drisko.  Yes. 

The  Chairman.  How  many  ways  did  you  have  working? 
Mr.  Drisko.  Five. 

The  Chairman.  You  had  contract  for  six  ships  ? 
Mr.  Drisko.  No  ;  we  had  contracts  for  five  ships. 
The  Chairman.  How  many  did  you  actually  build? 
Mr.  Drisko.  Seven. 

The  Chairman.  Two  of  which  we  saw  this  morning,  and  one  of 
those  that  we  went  through  is  the  last  of  the  two  ? 
Mr.  Drisko.  Those  are  the  last  two ;  yes,  sir. 
The  Chairman.  And  do  I  understand  that  the  fee  which  you  got 

represented  the  only  profits  to  the  concern  ? 
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Mr.  Dbisko.  Yes:  that  is  the  only  profit. 

The  Chairman.  The  contract  was  not  based  upon  a  cost-plus  plant 

Mr,  Dbisko.  No. 

The  Chairman.  Did  you  ever  have  any  labor  difficulties  at  any 
time  during  the  construction  of  these  ships? 

Mr.  Drisco.  We  have  not  .had  a  bit  of  labor  difficulty.  There  have 
been  no  strikes. 

The  Chairman.  Were  there  many  delays  occasioned  by  changes  in 
specifications  or  changes  in  the  form  of  the  contracts? 

Mr.  D'risko.  Oh,  there  have  been  some  delays. 

The  Chairman.  Were  there  any  delays  occasioned  by  lack  of  ma- 
terial, or  by  the  failure  in  the  delivery  of  materials? 

Mr.  Drisko.  Well,  I  can  not  say  that  there  has  been  any  material 
delay  by  reason  of  anjrthing  of  that  kind.  They  had  to  ship  quite  a 
lot  of  stuff  by  express  in  order  to  get  it  here  in  time.  For  instance 
we  got  a  set  of  davits  from  Wheeling,  W.  Va.,  by  express,  on  account 
of  a  change  in  design.    The  others  were  made  and  installed. 

The  Chairman.  They  had  to  be  taken  off? 

Mr.  Drisko.  They  had  to  be  taken  off  and  junked.  They  were 
already  on  and  installed. 

The  Chairman.  On  how  many  ships  ? 

Mr.  Drisko.  They  were  installed  on  one  ship  and  made  for  one 
other  but  they  were  not  installed  on  the  other  yet. 

The  Chairman..  What  was  the  reason  given  to  you  for  that 
change,  or  what  was  the  defect? 

Mr.  Drisko.  Well,  they  just  wanted  to  put  on  what  they  called 
the  mechanical  davit,  a  type  that  is  used  on  passenger  ships.  Pas- 
senger ships  have  to  have  a  different  type  of  davit  from  a  freighter. 

The  Chairman.  Were  there  any  delays  occasioned  by  the  comman- 
deering  of  engines  or  machinery-^or  other  material  by  the  Shipping 
Board  or  the  Fleet  Corporation  ? 

Mr.  Drisko.  Not  from  these  ships.  We  were  delayed  a  little  over 
a  month  on  the  delivery  of  the  sixth  ship  that  we  built  for  ourselves, 
on  account  of  their  commandeering  a  pair  of  engines  on  the  thira 
ship. 

The  Chairman.  The  third  ship  ? 

Mr.  Drisko.  In  other  words,  on  the  third  ship,  the  Rosewood^  the 
engines  were  practically  completed,  and  they  commandeered  those 
engines  and  put  them  in  some  hull  that  they  were  going  to  buy. 

The  Chairman.  The  Rosewood  was  the  ship  built  by  your  con- 
cern? 

Mr.  Drisko.  Yes. 

The  Chairman.  To  sell? 

Mr.  Drisko.  To  sell.  Then  we  had  to  advance  the  cohstruction 
of  the  other  engines  in  order  to  complete  the  Rosewood.  When  we 
got  around  to  the  Oahwood^  which  was  the  sixth  ship,  there  was  a 
months'  delay  there,  on  account  of  that  commandeering,  in  the  de- 
livery of  that  ship  to  the  owners. 

The  Chairman.  Now,  do  I  understand  that  the  equipment  of 
the  ship  was  furnished  by  the  Fleet  Corporation,  the  engines,  and 
the  other  equipment,  as  well  as  the  rigging? 

Mr.  Drisko.  No.    That  is  all  furnished  by  us.    They  paid  for  it. 

The  Chairman.  What  was  the  davit  that  was  substituted?  By 
whom  was  it  made? 
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Mr.  Drisko.  It  is  made  by  some  concern  in  Wheeling,  W.  Va.  I 
do  not  know  the  name  of  it. 

The  Chairman.  Were  you  compensated  for  the  one  that  had  been 
previously  installed  and  removed? 

Mr.  Drisko.  Yes ;  that  had  been  paid  for  by  the  Fleet  Corporation. 
They  paid  for  all  of  that. 

The  Chairman.  I  see. 

Mr.  Drisko.  They  had  paid  for  the  makinp:  of  these  other  ma- 
terials, they  had  paid  for  the  materials,  and  they  paid  for  Che  making 
and  they  paid  for  the  installation. 

The  Chair3ian.  And  they  were  removed? 

Mr.  Drisko.  Yes ;  and  others  substituted. 

The  Chairman.  And  are  the  property  of  the  Fleet  Corporation? 

Mr.  Drisko.  Yes. 

The  Chairman.  Have  you  any  outstanding  claims  awaiting  ad- 
justment between  your  company  and  the  Fleet  Corporation? 

Mr.  Drisko.  I  can  not  say  that  we  have.  They  have  kept  every- 
thing up.  There  is  just  a  little  question  about  these  knees,  but  I 
think  that  will  be  adjusted.  I  think  that  we  can  show  them  the 
necessary  data.  We  have  a  claim  outstanding  on  the  commandeering 
of  the  Windher^  but  then  that  is  with  the  Shipping  Board,  and  not 
the  Emergency  Fleet  Corporation. 

The  Chairman.  It  was  the  Shipping  Board  which  commandeered 
the  Windberf 

Mr.  Drisko.  It  was  the  Shipping  Board  which  commandeered 
the  Windber  and  owe  us  for  part  of  the  month  of  February,  1919. 
That  is  still  unpaid. 

The  Chairman.  You  said  something  this  morning,  Mr.  Drisko, 
about  the  fact  that  you  were  given  assurances  that  you  would  get 
two  more  ships  to  build  after  you  had  completed  the  five? 

Mr.  Drisko.  Yes. 

The  Chairman.  Did  you  submit  bids  for  those  two  ships? 

Mr.  Drisko.  Well,  we  just  simply  notified  them  that  we  had 
another  way  vacant  and  ready  to  go  on,  and  by  the  time  they  got 
around  to  the  matter  we  had  the  second  way  vacant,  and  they  noti- 
fied Mr.  Scotten  that  we  would  get  two  more. 

The  Chairman.  Who  gave  them  that  notice;  do  you  know? 

Mr.  Drisko.  I  think.  Mr.  Coonley,  or  whoever  had  charge  of  the 
contract  end  of  it  in  Pniladelphia.  But  I  think  it  was  Mr.  Coonley. 
Then  he  notified  us  that  we  were  to  get  two  more,  and  that  contracts 
were  to  be  sent  to  him  for  signature.  Then,  a  few  days  after  that, 
we  got  word  from  him  that  he  had  received  word  from  Mr.  Coonley, 
1  think,  that  we  were  held  up  pending  a  checking  up  of  their 
finances. 

The  Chairman.  Do  you  remember  about  what  time  that  was? 

Mr.  Drisko.  I  think  that  would  be  along  about  May  or  June  of 
this  year. 

The  Chairman.  1919? 

Mr.  Drisko.  Yes.  • 

The  Chairman.  That  was  after  the  first  and  second  ships  were 
launched  ? 

Mr.  Drisko.  I  base  it  on  the  launching  of  the  fourth  ship. 

The  Chairman.  Well,  you  count  the  two  that  you  built  for  your- 
alves  as  one  of  the  t?wo,  do  you  not? 
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Mr.  Drisko.  Yes ;  we  were  building  six  for  ourselves. 

The  Chairman.  Six  for  yourselves? 

Mr.  Drisko.  Yes;  that  was  before  we  started  on  the  Gk)vemment 
work. 

The  Chairman.  You  built  six  for  yourselves? 

Mr.  Dbisko.  Yes. 

The  Chairman.  So  that  these  five  ways  which  you  built  were 
occupied  ? 

Mr.  Drisko.  No  ;  only  two  of  them.  We  built  the  six  on  the  first 
two  wavs.    . 

The  Chairman.  Now,  the  Rosewood  was  one  of  the  last  you  built? 

Mr.  Drisko.  No;  the  Oakwood  was  the  last.  They  ran  this  way: 
Redwood  and  Firwood 

The  Chairman.  When  were  they  completed? 

Mr.  Drisko.  They  were  completed — ^the  Rednjoood  on  April  24, 
1917;  the  Firwood  on  June  2;  the  Rosewood  on  November  5*  and 
the  Hollywood  on  December  12,  1917.  Then  the  Gatherme  V.  on 
May  13,  1918,  and  the  Oakwood  on  August  20,  1918,  completed. 

The  Chairman.  So  that  during  1918  you  had  two  of  your  ways 
occupied  with  your  own  ships,  and  the  other  three  were  Government 
ships  ? 

Mr.  Drisko.  Yes.  The  Catherine  Z>.  was  launched  on  the  26th 
of  February,  1918,  and  the  Oakwood  was  launched  on  the  26th  day 
of  April,  1918. 

The  Chairman.  Who  was  the  inspector  or  representative  of  the 
Fleet  Corporation  or  Shipping  Board  here  at  the  yard  while  you 
were  at  work  on  the  Government  contracts  ? 

Mr.  Drisko.  Well,  we  first  had  a  man  by  the  name  of  Chase.  He 
was  here  for — I  don't  remember  noAv,  but  I  think  he  was  here  for 
three  or  four  months.  Then  we  had  an  old  gentleman  they  sent  up 
here  from  Aberdeen.  I  can  not  recall  his  name  now.  I  think  he  was 
here  about  two  months.  Then  Mr.  Weir  came,  and  he  has  been  here 
the  balance  of  the  time. 

The  Chairman.  Have  you  ever  had  any  controversies  or  disputes 
with  the  inspectors  which  the  Shipping  Board  has  sent  here  ? 

Mr.  Drisko.  I  do  not  think  there  has  been  anything  serious.  There 
have  been  at  different  times.  Mr.  Simon  has  had  some  little  dif- 
ferences, but  nothing  of  a  serious  nature. . 

The  Chairman.  Did  that  cause  any  delay? 

Mr.  Drisko.  No;  nothing  that  I  can  say  as  causing  any  delay.  We 
have  insisted  that  everything  that  we  do  must  be  approved  by  the 
district  manager  beforc  we  go  ahead  with  it.  These  men  here  mu?t 
have  the  approval  in  writing  to  give  us  before  we  would  make  any 
changes  or  deviate  one  hair  from  our  agreement.  Sometimes  things 
of  that  kind  would  come  up,  but  I  do  not  think  there  has  been  any- 
thing of  a  serious  nature  or  anything  whicli  would  cause  serious 
delay. 

The  Chairman.  Nothing  has  been  demanded  during  your  work 
upon  Government  contracts  by  the  district  manager,  either  through 
the  recommendation  of  the  inspector  or  without  his  recommendation, 
that  has  caused  any  undue  delay  ? 

Mr.  Drisko.  No;  I  do  not  think  so. 

The  Chairman.  Or  that  has  called  for  any  extraordinary  work  in 
carrying  out  their  recommendations?  ' 
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ilr.  Drisko.  No;  the  only  thing  that  came  up  that  was  in  anj 
wa.v  serious — ^and  that  was  not  from  the  district  officer;  tliat  is  it 
came  to  us  through  him,  but  it  came  from  Philadelphia — was  to 
install  iron  rudders  on  these  ships,  and  we  objected. 

The  Chairman.  That  would  result  in  a  change  of  specifications,  I 
take  it? 

Mr.  Drisko.  Yes;  there  is  a  copy  of  the  contract  that  we  sent  at 
the  time,  and  the}'^  rescinded  that  order.  It  would  have  meant  a 
delay  on  these  ships  of  anywhere  from  three  to  four  months  and  an 
extra  cost  to  the  Government  of  $15,000  a  ship,  and  was  wholly 
uncalled  for.     [Handing  paper  to  the  chairman.] 

The  Chairman.  Now,  I  notice  from  this  that  the  plans  and  speci- 
fications of  your  type  of  boat  were  approved  •by  the  American 
Bureau  of  Shipping? 

Mr.  Drisko.  Yes,  sir. 

The  Chairman.  Was  that  plan  approved  or  submitted  to  approval 
of  the  American  Bureau  of  Shipping  for  your  own  boats? 

Mr.  Drisko.  The  last  four  boats  that  we  built  for  ourselves  were 
classed  under  the  American  bureau  and  the  first  two- under  the 
French  bureau. 

The  Chairman.  The  first  two? 

Mr.  Drisko.  Yes.  At  the  time  we  started  those  the  American 
bureau  had  no  representative  in  Seattle. 

The  Chairman.  This  is  a  copy  of  a  telegram  which  you  desire  to 
file,  protesting  against  the  change  of  wooden  rudders  to  iron  rudders, 
and  stating  that  it  would  cost  between  $12,000  and  $15,000  per  ship 
to  have  iron  rudders  installed  and  the  complete  loss  of  the  wooden 
ones  that  were  then  made,  and  you  point  out  that  the  Cruso  was  at 
Norfolk. 

Mr.  Drisko.  Yes. 

The  Chairman.  And  that  it  can  there  be  seen  and  it  will  show 
your  type  of  steering  machinery  and  how  installed.  Was  that  on© 
of  your  ships? 

Mr.  Drisko.  Yes,  sir;  that  was  the  first  one. 

The  Chairman.  That  had  a  wooden  rudder? 

Mr.  Drisko.  That  had  a  wooden  rudder. 

The  Chairman.  And  as  a  result  of  this  telegram  of  protest  sent 
to  Capt.  Blain  at  the  Bellevue  Stratford  Hotel  in  Philadelphia,  the 
order  changing  the  wooden  to  iron  was  rescinded  by  him  ? 

Mr.  Drisko.  It  was  rescinded  by — I  think  it  came  from  Daniel 
Cox.   It  came  from  the  Division  or  Construction  in  Philadelphia. 

The  Chairman.  And  all  the  ships  that  you  built  had  wooden  rud- 
ders? 

Mr.  Drisko.  Yes. 

The  Chairman.  When  was  the  first  ship  delivered  to  the  Gov- 
ernment?   You  may  have  stated  it  before. 

Mr.  Drisko.  The  first  ship  was  delivered  to  the  (Jovemment  on 
the  30th  day  of  October,  1918. 

The  Chairman.  Have  any  of  the  ships  which  you  have  delivered 
to  the  Government  been  sent  back  here  for  repairs  or  recalking.  or 
anything  of  that  sort  ? 

Mr.  Drisko.  No,  sir.  The  Cruso  was  the  first  ship  from  the  Pa- 
cific Coast,  so  we  are  told,  to  arrive  on  the  Atlantic  and  not  needing 
repairs,  wood  or  steel. 
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The  Chairman.  From  whom  did  you  get  that  information? 

Mr.  Drisko.  We  got  that  from  a  Capt.  Matheson,  who  was  intel- 
ligence officer  in  this  town,  and  afterwards  was  on  one  of  the  steel 
ships  there  in  Norfolk  when  she  arrived  there. 

^Perhaps  you  had  better  insert  that  telegram  about  the  change  from 
the  wooden  to  the  steel  rudders  in  your  record. 

(The  telegram  referred  to  is  as  follows:) 

Ferrvaky  5,  1919. 
Capt.  .ToHN  F.  Blain, 

Care  Bellcvue  Stratford  Hotel,  Philadelphia,  Pa.: 

Mr.  Rice  notifies  us  that  from  instructions  received  from  operating  end  we 
have  to  install  iron  rudders  on  ships  that  are  now  here.  Plans  and  speclfl- 
oatlons  of  our  type  of  l>oat  were  accepted  hy  Shipping  Board  and  approved  by 
American  Bureau  of  Shipping.  We  have  three  ships  in  water  now  and  one 
ready  to  he  launched  ahout  February  22  and  another  one  about  March  8. 
Wooden  rudders  are  already  installed  on  ships  that  are  in  the  water  and 
made  for  other  two  ships.  We  want  to  enter  our  protest  against  making 
these  changes  on  our  ships.  We  consider  wooden  rudders  arc  Just  as  good 
as  iron. 

We  have  built  a  number  of  ships  and  are  operating  several  ourselves,  one 
of  which  is  14  years  old  and  never  has  had  any  trouble.  Simply  because  some 
ship  has  had  trouble  on  account  of  rigid  steering  gear  or  poor  workmanship,  in 
our  opinion,  does  not  condemn  wooden  rudder.  It  is  going  to  cost  between 
$12,000  and  $15,000  per  ship  to  have  iron  rudders  installed  and  a  complete 
loss  of  the  wooden  ones  that  are  now  made.  If  you  insist  that  we  instaU  iron 
rudders,  we  want  to  have  our  protest  in  the  record  showing  we  were  opposed 
to  wasting  money.  The^e  ships,  as  we  all  know,  have  cost  enough  now,  and 
certainly,  in  our  opinion,  it  is  a  willful  waste  of  money  to  compel  us  to  install 
iron  rudders.  Next  ship  to  be  delivered  Is  practically  done,  and  we  hope  to 
be  able  to  have  trial  trip  In  about  10  days.  If  we  are  obliged  to  install  Iron 
rudders,  it  will  delay  delivery  of  this  ship  for  months  and  will  delay  all  the 
ships,  ttiereby  delaying  payment  of  our  building  fee,  and  we  should  be  enti- 
tled to  extra  compensation  for  this  delay  If  obliged  to  install  Iron  rudders. 
The  Cruso  is  now  at  Norfolk  and  can  there  be  seen,  and  will  show  our  type 
of  steering  machinery  and  how  installed.  Try  and  see  if  you  can  not  get 
this  order  rescinded  and  advise  us  by  wire,  if  you  please. 

PACIFIC  AMERICAN   FISHERIES. 

Capt.  Matheson  is  now  a  pilot  down  in  the  canal.    Here  is  a  let- 
ter that  I  wish  to  have  you  read  [handing  letter  to  the  chairman] : 
The  Chairman.  This  is  a  letter  from  F.  D.  Dimmick  &  Co.  (Inc.), 
steamship  operators,  importers,  and  exporters,  and  reading  as  fol- 
lows : 

Philadelphia,  Jnne  2U  1919. 
Pacific  American  Fisheries, 

South  Bellingliam,  Wash. 

Dear  Sirs  :  We  beg  to  acknowledge  your  favor  of  the  5tli  instant,  and  since 
then  we  have  received  the  photograph  of  the  Bonneteerc,  for  which  please 
accept  our  thanks. 

We  also  have  to  thank  you  for  the  set  of  B/B,  which  came  in  a  few  days  ago. 

As  a  matter  of  Information,  the  Bobring  loaded  in  New  York  with  general 
cargo  for  Gibraltar  and  Lisbon,  discharged  at  both  ports  and  reloaded  In 
Lisbon  and  returned  to  New  York  In  51  days.  Her  average  speed  over  was 
8.3  knots  and  the  average  back  8.2  knots.  Her  coal  consumption  was  high, 
but  this  may  have  been  due  to  the  quality. 

The  Cruso  will  probably  arrive  in  New  York  the  first  part  of  July,  and  will  have 
completed  a  throe-legged  voyage  to  the  Island  of  San  Thome,  west  coast  of  South 
Africa — about  6,000  miles — and  from  there  to  Lisbon — about  4,000  miles — 
and  the  entire  trip  consuming  13,000  to  14,000  miles.  We  have  not,  of  course, 
her  log  yet  and  do  not  know  her  performance  and  speed,  but  on  both  of  these 
boats  I  do  not  think  there  has  been  one  dollar  spent  on  repairs,  nor  has  there 
been  any  delay  due  to  breakdown  of  the  machinery. 

In  order  for  you  to  appreciate  our  bragging  on  your  boats,  this  would  be 
perfectly  clear  to  you  If  you  were  to  see  the  records  of  some  of  the^ther 
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wooden  boats  we  are  operating,  or  trying 
repair  bills  and  exasperating  delays,  due  to 
performance. 

Tbe  Bockenof  leaves  to-day  for  Pensacola, 
for  South  America  and  perhaps  return  here. 
eelyed  as  yet 

Yours,  very  truly, 


to  operate,  with  their  enormous 
all  sorts  of  breakdowns  and  non- 

and  will  be  loaded  out  in  lumber 
The  Bonneteere  we  have  not  re- 


P.  D.  DiMMiCK  &  CJo.   (Inc.) 

F.  D.  DiMiacK,  President. 


^^  • 

Mr.  Drisko.  They  chartered  10  at  that  time.    This  was  on  the 

26th  of  April,  and  they  had  chartered  10  wooden  ships. 

The  Chairman.  From  the  same  concern? 

Mr.  Drisko.  Yes;  of  which  the  Cruso  and  the  Bobring  were  two. 
The  other  two  were  the  Bockonoff  and  Bonneteere,  They  wired  us 
that  they  thought  that  they  would  get  the  fifth  one.  She  is  there 
now ;  she  is  in  Baltimore. 

The  Chairman.  This  is  a  letter  dated  Philadelphia,  April  26, 
from  F.  D.  Dimmick  &  Co.  (Inc.),  speaking  in  commendatory  terms 
of  the  Cruso^  and  also  expressing  every  confidence  that  the  Bobring 
would  duplicate  the  voyage  of  the  Gruso,  Dimmick  charters  them 
from  the  Shipping  Board  or  the  Fleet  Corporation? 

Mr.  Drisko.  Yes,  sir.  Here  is  a  letter  you  might  attach  to  that,  if 
you  will.  This  is  a  letter  that  we  have  written  about  the  boilers,  as 
\jo  just  what  to  do,  and  more  particularly  for  the  coal.  He  says  tney 
are  a  little  high  on  coal.  Mr.  Simon  wrote  that  letter.  I  do  not 
know  whether  you  want  that  letter  or  not. 

The  Chairman.  Well,  this  is  just  a  suggestion  that  you  make? 

Mr.  Drisko.  Yes. 

The  Chairman.  In  view  of  their  reference  to  the  high  coal  con- 
SQinption  of  the  Bobring^  and  you  suggest  a  way  to  remedy  it? 

Mr.  Drisko.  Yes. 

The  Chairman.  I  do  not  think  it  is  material.  I  think  that  is  all 
I  have  to  ask. 

Have  you  any  question,  Mr.  Kelley,  that  you  wish  to  ask  Mr. 
Drisko? 

Mr.  Drisko.  I  have  reports  on  all  of  those  boats,  if  you  would  like 
to  have  them.     I  can  have  them  made  up. 

The  Chairman.  Well,  you  stated  that  none  of  them  have  been  re- 
turned to  you  for  repairs,  and  you  have  no  knowledge  of  any  of  them 
Iiaving  been  repaired? 

Mr.  Drisko.  No;  they  go  from  here  to  the  Atlantic  coast. 

The  Chairman.  And  did  they  keep  in  touch  with  you? 

Mr.  Drisko.  Yes.  We  told  them  we  would  be  pleased  to  have 
them  advise  us  as  to  their  performance,  etc.  I  will  leave  this  state- 
ment with  you. 

(The  statement  referred  to  is  as  follows:) 


Cnm 

Bobring... 
Boekonoff.. 
BauwtMTO 
BonBwoiir 

CHo 

Ckdb 


HuU 
No. 


1201 
1202 
1203 
1204 
1205 
2064 
2332 


Keel  laid. 


Feb. 
Feb. 
Mar. 
Mar. 
May 
July 
Sept. 


6,1918 
28,1018 

7,1918 
15,1918 

3,1918 
15,1918 

7,1918 


l/sunched. 


July  4,1918 
Aug.  17,1918 
Oct.  1,1918 
Nov.  2,1918 
Jan.  30,1919 
Mar.  22,1919 
Mar.  81,1919 


Trial  trip. 


Oct.  29,1918 

Dec.  30,1918 

Mar.  6,1019 

May  6, 1919 

July  10,1919 


In  commis- 
sion. 


Oct. 
Dec. 
Mar. 
May 


80,1918 
31,1918 
12,1019 
16,1919 


July     16, 1919 
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Mr.  Kblley.  Mr.  Drisko^  how  about  the  timber  used  in  the  ships 
that  you  have  built  here,  as  to  whether  it  is  seasoned  or  ^een  ? 

Mr.  DmsKO.  Well,  we  had  to  use  more  or  less  green  timber. 

Mr.  EIellet.  Your  practice  as  to  that  would  be  about  the  same  as 
the  practice  of  the  other  wooden-ship  builders  along  this  coast? 

Mr.  Drisko.  Yes;  it  was  impossible  to  get  seasoned  timber.  The 
only  thing  to  do  was  to  get  good  timber,  sound  timber.  I  guess  they 
did  it  oh  all  of  these  ships  where  they  used  creosote.  The  question 
is  whether  that  is  needed  or  not.  That  is  a  matter  of  opinion. 
But  everything  that  is  in  any  of  them  is  absolutely  sound  and  perfect. 

Mr.  Ejblley.  I  was  interested  in  your  statement  of  the  perforiu- 
ance  of  one  of  your  ships  making  something  like  13,000  miles  with- 
out repairs. 

Mr.  Drisko.  Well,  we  do  better  than  that.  Up  to  the  first  of  the 
year  the  Redwood  and  the  Firwood  had  covered  50,000  miles. 

Mr.  Foster.  Apiece? 

Mr.  Drisko.  Apiece.  They  have  made  six  or  seven  voyages  into 
Alaska.  Full  cargoes  up  and  general  merchandise  and  canned 
salmon  down.  They  also  made  a  trip  to  South  America  with  lum- 
ber. As  far  south  as  Antofogasta,  and  back  with  nitrates.  They 
had  been  on  the  coast  here,  between  here  and  San  Francisco,  with 
general  freight.  For  the  first  50,000  miles  there  was  not  a  dollar's 
worth  of  repairs.  They  had  a  little  wear  and  tear,  but  there  was  not 
a  cent  paid  for  damaged  cargo.  We  needed  these  ships  so  badly  that 
we  did  not  have  time  to  have  a  trial  trip.  We  turned  the  engines 
over  at  the  dock  here  for  about  three  hours  and  loaded  them  up  with 
full  cargo  of  freight  and  sent  them  to  Alaska.  They  made  4,200 
miles  on  the  trial  trip. 

Mr.  Kelley.  Those  were  ships  built  out  of  the  same  class  of  tim- 
ber out  of  which  you  built  these  ships  that  youljiave  here  now  ?    . 

Mr.  Drisko.  The  same  thing  absolutely,  only  the  length  of  a  few 
butts ' 

Mr.  Kelley.  We  hear  it  reported  sometimes  that  these  ships  made 
out*  of  the  green  timber  have  to  be  put  in  dock  and  calked  up  on 
every  trip  they  make  across  the  Atlantic  and  back. 

Mr.  Drisko.  Those  ships  never  have  had  a  shred  of  oakum  in 
them  since  they  were  launched.  It  may  be  that  we  will  have  an 
opportunity  in  the  next  six  months,  when  they  put  them  on  the 
.  dry  dock  again  and  we  have  the  time  to  feel  aroxmd  then\  and  see 
whether  they  need  a  little  something;  but  there  was  no  showing  of 
any  leaks,  so  what  is  the  use  of  going  to  that  expense. 

Mr.  Kelley,  If  a  ship  did  need  calking  for  a  short  trip  like  that 
across  the  Atlantic  and  back,  that  would  be  some  evidence  that  it 
was  not  properly  constructed,  would  it? 

Mr.  Drisko.  Absolutely;  absolutely.  It  would  be  evidence  of  a 
weakness  somewhere. 

Mr.  Kelley.  But  that  would  be  a  weakness  not  chargeable  against 
the  green  timber,  but  against  the  method  of  construction? 

Mr.  Drisko.  Against  the  method  of  construction.  In  the  green 
timber,  as  I  understand  it,  you  have  to  take  into  account  the  shrink- 
age, and  get  your  lumber  tighter  together.  You  will  have  to  put  in 
a  little  more  oakum,  maybe. 

Mr.  Kelley.  Have  you  observed  any  of  the  Ferris  type  ships  that 
have  been  in  actual  service  ? 
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Mr.  Drisko.  No  ;  I  have  not  seen  any  of  them. 

Mr.  Kelley.  So  that,  of  your  own  knowledge,  j^oii  do  not  know 
how  they  are  standing  up  ? 

Mr.  IJrisko.  No. 

Mr.  Keixey.  As  compared  with  the  ships  that  you  are  building? 

Mr.  Drisko.  Well,  I  know  from  hearing  what  is  going  on.  For 
instance,  I  met  Capt.  Gibbs  down  in  Seattle—: — 

Mr.  Kelley.  In  answer  to  the  question  of  Mr.  Walsh,  I  think  that 
you  said  that  the  American  Bureau  of  Shipping  did  not  have  any 
agent  here  in  Seattle  when  the  war  began  ? 

Mr.  Drisko.  No^  they  did  not  have.  There  was  a  fellow  by  the 
name  of  Pearson.  I  went  in  there  and  I  got  a  book,  but  he  was  not 
a  ship  man  or  a  ship  constructor.  He  was  a  dealer  in  engineers' 
supplies  and  an  agent  for  some  things  of  that  kind.  But  there  was 
no  regular  agent. 

Mr.  Kelley.  Whom  did  they  appoint  when  they  got  around  to 
appoint  a  man  ? 

Mr.  Drisko.  Capt.  Blain  was  the  first.  As  I  understand  it,  he 
was  appointed  and  then  immediately  resigned  and  Capt.  E.  B. 
Whitney  was  appointed.  'He  is  the  present  surveyor. 

Mr.  Kelley.  Capt.  Blain,  at  the  time  he  was  the  agent  for  the 
American  Bureau  of  Shipping,  was  also  the  general  manager  for 
this  district,  was  he? 

Mr.  Drisko.  As  I  understand  it,  when  he  came  from  the  East  to 
take  that  position  as  general  manager,  they  thought  that  he  could 
act  in  the  other  capacity,  but  it  was  only  a  very  short  time,  I  don't 
know  how  long,  but  I  haiow  he  spoke  to  us,  that  he  thought  that  the 
boats  that  we  were  building — that  is,  the  Rosewood  and  the  other 
one — should  be  classed  under  the  American  bureau.  It  was  an 
American  concern,  American  people.  He  classed  them  under  their 
own  societies,  and  I  took  it  up  with  Mr.  Deming,  and  we  were  al- 
ready classifying  them  under  the  other  and  he  said,  "  Well,  go  ahead 
and  classify  them  American  bureau  as  well." 

Mr.  Kelley.  Would  there  be  anything  incompatible  in  being  the 
representative  of  the  Government  and  also  the  representative  of  this 
bnreau  ? 

Mr.  Drisko.  Well,  I  don't  know.  I  should  imagine  there  would  be. 
I  blow  he  resigned.  I  don't  think  it  was  a  month  after  that  until  he 
resigned  and  Capt.  Whitney  took  his  place.  It  seems  to  me  that  he 
told  roe  that  it  was  a  position  that  he  could  not  fill ;  that  he  could 
not  fill  both  positions  in  justice 

Mr.  Kelley.  To  the  Government? 

Mr.  Drisko.  To  the  Government  or  either  one;  and  he  did  not 
propose  to  be  in  that  position. 
Mr.  Kelley.  He  took  this  on  just  temporarily? 
Mr.  Drisko.  That  was  my  understandung.    It  was  taken  on  just 
temporarily  to  get  the  thing  started — ^to  get  somebody. 

Mr.  Kelley.  I  do  not  know  as  you  would  care  to  state  the  price 
that  you  received  for  the  ships  the  Government  did  not  take,  and 

which  you  sold  to  private  parties? 

Mr.  Drisko.  I  think  you  had  better  ask  Mr.  Deming  that  ques- 
tion. 

Mr.  Kelley.  Of  course,  we  would  not  care  particularly  about  that, 
except  to  establish  in  -some  sort  of  a  way  a  general  price  for  ships 
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of  that  character  and  the  demand  at  that  time  for  that  type  of 
ship. 

Mr.  Drisko.  Yes.     We  made  more  money,  and  we  had  an  offer 
to  build  20  of  that  same  type  for  British  interests  while  we  were 
•  waiting  for  this  contract,  but  we  turned  it  down  pending  this  con- 
tract ;  and  Mr.  Deming  said,  "  We  will  help  our  own  Government." 

Mr.  KELiiEr.  Since  the  armistice  was  signed,  what  has  been  the 
state  of  the  demand  for  wooden  ships? 

Mr.  Drisko.  There  does  not  seem  to  be  any. 

Mr.  Keij^ey.  Have  you  any  theory  as  to  why  the  demand  has 
fallen  off? 

Mr.  Drisko.  Well,  if  I  did  not  know  ships — and  a  ship  were  a 
ship,  whether  it  was  one  thing  or  another — ^and  I  wanted  to  buy  a 
wooden  ship,  and,  knowing  these  other  hulls  were  kicking  around,  I 
think  I  would  probably  wait  and  see  how  cheap  I  could  buy  them. 
But,  knowing  them  as  I  do,  I  would  not  hesitate;  I  would  go  and 
build. 

Mr.  Kelley.  That  is  to  say,  as  a  shipbuilder 

Mr.  Drisko.  I  think  so. 

Mr.  Kelley.  You  would  go  ahead? 

Mr.  Drisko.  From  an  operating  standpoint;  but  I  think  that  is 
one  of  the  reasons 

Mr.  Kelley.  The  fact  that  the  Shipping  Board  announced  that 
these  were  for  sale  has  caused  the  prospective  purchasers  to  wait  ? 

Mr.  Drisko.  I  think  so. 

Mr.  Kelley.  For  a  favorable  market — for  the  lowest  point  on 
the  market? 

Mr.  Drisko.  Yes ;  that  is  my  opinion.    I  think  so. 

Mr.- Kelley.  As  a  shipbuilder,  would  you  hiive  any  recommenda- 
tion to  make  as  to  the  method  of  handling  wooden  hulls  not  yet  fin- 
ished; that  is,  if  you  were  in  the  employ  of  the  Government  and 
wanted  to  save  the  Government  all  that  you  could,  what  would  be 
your  method  of  handling  hulls? 

Mr.  Drisko.  I  think  I  would  try  to  turn  them  over  as  hulls.  I 
would  get  the  best  price  I  could  for  them,  and  charge  them  up  to 
profit  and  loss,  and  get  done  with  it.  Of  course,  if  you  have  the  ma- 
chinery for  those  hulls  on  hand,  if  you  have  the  boilers,  it  might  be 
that  you  will  find  a  purchaser,  and  you  might  be  able  to  sell  them  a 
hull  and  sell  them  the  machineiy  and  let  him  do  the  installing  him- 
self. But  if  I  had  the  hulls  and  no  machinery  tied  up  for  them  I 
would  let  them  go  as  barges. 

Mr.  Kelley.  As  barges? 

Mr.  Drisko.  Yes. 

Mr.  Kelley.  Take  a  hull  in  which  the  Government  has  invested, 
say,  $100,000.  Do  you  think  they  could  probably  find  a  purchaser 
for  that? 

Mr.  Drisko.  I  should  think  so. 

Mr.  Kelley.  To  be  converted  into  a  barge? 

Mr.  Drisko.  Yes ;  I  should  think  so. 

Mr.  Kelley.  Have  you  any  idea  as  to  how  much  the  Government 
ought  to  get  out  of  a  hull  upon  which  they  had  expended  $100,000. 
for  instance? 

Mr.  Drisko.  No;  I  do  not  know,  but  those  hulls,  probably  as 
barges,  would  sell  for  eighty  or  ninety  thousand  dollars. 
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Mr.  Kellet.  Well,  if  the  Government  had  already  spent  $100,- 

000 

Mr.  Drisko.  They  would  have  to  be- 


Mr.  Kellet  (continuing).  How  much  would  it  cost  to  convert 
one  of  those  into  a  bar^  ? 

Mr.  Dhisko.  Well,  I  take  it  they  are  purchasing  now  a  lot  of 
them. 

Mr.  Kelley.  It  would  not  require  much  of  an  additional  expendi- 
ture on  them? 

Mr.  Drisko.  No. 

Mr.  Kelley.  And  the  Government  at  that  rate  could  get  back 
pretty  near  all  that  it  had  put  into  them  ? 

Mr.  Drisko.  Yes.  On  those  that  are  partly  completed  as  steamers, 
without  the  machiifery,  the  probabilities  are  that  you  could  make 
a  price  to  a  fellow  and  let  him  convert  them  himself  and  be  done  with 
it  That  is  what  I  would  do. 

Mr.  Kelley.  But  your  theory  is  that  the  throwing  of  such  a  large 
number  on  the  market  at  once  would  probably  make  it  quite  impos- 
sible to  sell  any  of  them  at  the  present  time? 

Mr.  Drisko.  Yes. 

Mr.  Kelley.  That  would  be  the  natural  effect  of  such  a  transac- 
tioiL  would  it  not  ? 

Mr.  Drisko.  Yes. 

Mr.  Kelley.  Now,  just  a  word  about  the  equipment  for  a  yard 
en^ged  in  the  construction  of  wooden  ships.  Is  your  yard  here  a 
fair  example  of  a  well-equipped  wooden-ship  yard  ? 

Mr.  Drisko.  I  would  think  so.  We  think  so.  There  has  been  no 
delay  in  any  movement,  or  anything  in  the  handling.  We  could  have 
installed  these  overhead  carriers  that  you  see  in  some  yards,  but  that 
was  an  expense  that  we  did  not  think  was  necessary.  We  could 
reach  everything  with  the  equipment  that  we  had,  and  what  we  have 
turned  out  up  to  date,  I  think,  proves  it. 

Mr.  Kelley.  Have  you  visited  any  yards  established  by  the  Gov- 
ernment? 

Mr.  Drisko.  No. 

Mr.  Kelley.  Or  established  on  this  coast  since  the  war  began? 

Mr.  Drisko.  No;  I  have  not  been  in  any  of  them. 

Mr.  Kelley,  I  refer  to  those  yards  established  with  the  aid  of  the 
Government. 

Mr.  Drisko.  I  have  not  been  in  any  of  them.  I  have  been  too 
busy  here. 

Mr.  Kelley.  You  do  not  know  whether  they  are  equipped  more 
expensively  than  this  yard  or  not? 

Mr.  Drisko.  No.  I  understand  they  are,  but  I  do  not  know  of 
Dttv  own  knowledge. 

Mr.  Kelley.  Were  the  terms  of  the  contract  which  you  entered 
into  finally  with  the  Government,  as  to  the  price,  the  same  as  your 
first  proposal  ? 

Mr.  Drisko.  You  mean  as  to  the  completed  ship  ? 

Mr.  Kelley.  Yes ;  outside  of  the  fee  I  am  speaking  of  ? 

Mr.  Drisko.  The  ships,  I  think,  would  cost  more  money  than  our 

proposal.    Our  proposal,  as  I  remember  it,  was  $590,000  at  that 

time. 
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Mr.  Kelley.  You  proposed  a  flat  contract  price? 

Mr.  Drisko.  Yes.  Of  course,  if  we  had  built  on  that  contract, 
with  the  changes  we  have  made  since  then — and  there  have  been 
some  changes  made,  of  course — it  would  have  added  to  that;  but  I 
think  these  ships  are  costing  around  $700,000. 

Mr.  Kelley.  And  your  proposal  was  $590,000  at  that  time  ? 

Mr.  Drisko.  Yes. 

Mr.  Kelley.  Did  that  $590,000  include  your  profit  ? 

Mr.  Drisko.  Oh,  yes. 

Mr.  Kelley.  That  is,  that  was  your  outside  figure? 

Mr.  Drisko.  That  was  our  proposal  at  that  time.  We  proposed 
it  on^ight  ships. 

Mr.  Kelley.  These  ships  would  cost  about  how  much,  would  you 
say  ?  / 

Mr.  Drisko.  I  think  something  a  little  over  $700,000. 

Mr.  Kelley.  Would  that  include  $30,000  for  your  fee  ? 

Mr.  Drisko.  No  ;  I  think  that  is  added.  We  had  to  get  the  fifth 
ship  before  we  could  arrive  at  that.  Everything  was  considered  in 
5's  intead  of  singly.  I  think  they  are  about  $730,000  including  the 
fee.    I  will  not  state  it  positively,  but  I  think  it  is  that  price. 

Mr.  Kelley.  You  onered  the  two  ships  that  you  had  nearly  com- 
pleted to  the  Goyernment 

Mr.  Drisko.  We  offered  the  Rosewood 

Mr.  Kelley  (continuing) — when  war  was  declared? 

Mr.  Drisko.  We  offered  the  Rosewood,  After  Capt.  Blain  came 
on  the  scene  we  offered  it  to  Capt.  Blain — ^that  is,  to  the  Fleet  Cor- 
poration through  Capt.  Blain — as  a  steam  schooner,  a  single-deck 
ship,  for  $400,000  at  that  time,  or  we  would  build  her  up,  making  a 
double-decked  vessel  out  of  her,  if  they  wished  it,  the  cost  of  build- 
ing up  to  be  the  actual  cost,  plus  10  per  cent  for  that  extra  work. 
When  we  made  our  proposal  for  the  eight  ships,  I  think  lumber 
was  $35.    Lumber  since  then  has  gone  to  $45. 

Mr.  Kelley.  Were  any  of  your  ships  requisitioned  or  comman- 
deered ? 

Mr.  Drisko.  The  wooden  ships  ? 

Mr.  Keijley.  Yes. 

Mr.  Drisko.  Xo. 

Mr.  Kei^ley.  Xone  at  all? 

Mr.  Drisko.  The  iron  ship  was.    The  Windber  was  requisitioned. 

Mr.  Kelley.  That  is  the  one  you  spoke  of  a  while  ago  as  having 
some  claim  against  the  Government  on  account  of 

Mr.  Drisko.  Yes. 

Mr.  Kelley.  That  is  all. 

Mr.  Hadley.  You  spoke  just  now  of  the  difference  in  the  cost  of 
lumber — •— 

Mr.  Drisko.  Yes. 

Mr.  Hadley.  As  between  the  time  of  your  original  computation 
for  a  contract  and  the  present  time? 

Mr.  Drisko.  Yes. 

Mr.  Hadley.  That  would  be  about  $15  a  thousand,  would  it  not? 

Mr.  Drisko.  We  could  have  contracted  at  that  time  for  lumber  for 
$35,  on  January  8,  and  the  lumber  afterwards  went  into  the  ships  at 
'a  price,  I  think,  of  $40  or  $45.    There  was  a  raise  there. 
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Mr.  Hadley.  How  much  lumber  is  required  in  the  construction  of 
a  ship  of  this  type  ? 

Mr.  Drisko.  About  1,600,000  feet,  roughly  speaking. 

Mr.  Hadley.  Was  there  any  very  material  change  in  the  cost  of 
other  classes  of  material  entering  into  the  construction  of  the  ships 
withtfi  the  same  period  ? 

Mr.  Drisko.  Yes;  the  boilers  and  engines  all  changed  from  the 
ormnal  figures. 

Mr.  Hadley.  Can  you  estimate  the  approximate  percentage? 

Mr.  Drisko.  Twenty  per  cent,  I  think ;  and  then,  of  course,  labor 
has  increased. 

Mr.  Hadley.  I  was  going  to  ask  you  about  labor,  but  I  was  just 
asking  now  about  the  materials. 

Mr.  Drisko.  Yes. 

Mr.  Hadley.  In  this  locality,  and  when  I  say  that  I  speak  of  the 
Paget  Sound  District. 

If  you  know,  what  has  been  the  approximate  advance  in  the  rate 
of  wages  within  that  period  ?  I  refer  to  the  wages  paid  in  this  in- 
dustry. 

Mr.  Drisco.  Wages  have  gone  up  pretty  nearly  50  per  cent.  For 
instance,  we  were  paying,  I  think,  at  the  time  we  made  our  proposal, 
that  was  based  upon  an  average  of  $5.60  right  straight  through,  and 
I  think  our  average  since  then  has  been  in  the  construction  of  all 
the  ships,  except  the  first  two,  over  $7.  That  has  been  the  average,  1 
think.  The  foremen  that  we  were  paying  $6  and  $6.50  went  to  $9.88. 
They  were  called  quartermen.  I  refer  to  any  man  that  had  over  30 
men  under  him. 

Mr.  Hadley.  You  employed  the  labor  of  your  own  accord ;  that  is, 
no  one  dictated  what  you  should  put  into  the  ships,  other  than  to 
meet  the  specifications,  and  no  one  dictated  to  you  in  regard  to  the 
labor  you  would  employ  ? 

Mr.  Drisko.  No  ;  any  more  than  we  had  to  pay  the  union  scale. 

Mr.  Hadley.  Yes.  Now,  you  built  six  vessels  for  your  company 
since  you  began  in  1916,  did  you  not  ? 

Mr.  Drisko.  Yes. 

Mr.  Hadley.  And  you  still  own  three? 

Mr.  Drisko.  Yes,  sir. 

Mr.  Hadley.  What  are  they? 

Mr.  Drisko.  We  own  the  Rosewood^  the  Firewood^  and  the  Cath- 
erine D. 

Mr.  Hadley.  You  built  three  for  your  personal  account,  which 
you  sold  ? 

Mr.  Drisko.  Yes. 

Mr.  Hadley.  What  are  they? 

Mr.  Drisko.  The  Rosewood^  the  Hollywood^  and  the  Odkwood. 

Mr.  Hadley.  The  three  that  were  built  for  your  company  have 
been  employed  in  your  business? 
Mr.  Drisko.  Yes. 

Mr.  Hadley.  This  institution,  the  Pacific  American  Fisheries,  is 
largely  interested,  as  I  understand,  in  the  salmon-fishing  business  in 

Alaska? 
Mr.  Drisko.  Yes,  sir. 
Mr.  Hadley.  Where  are  the  canneries? 
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Mr.  Drisko.  We  have  two  in  Bering  Sea.  We  have  two  on  the 
south  side  of  the  Alaskan  Peninsula,  near  Unimak  Pass.  We  have 
one  in  southeastern  Alaska,  and  a  plant  here  at  BeDingham.  Then 
we  also  are  owners  of  the  Hoonah  Packing  Co,  with  three  plants. 

Mr.  Hadley.  Are  these  three  vessels  that  you  built  for  your  ac- 
count employed  in  that  particular  trade? 

Mr.  Drisko.  They  are  employed  in  that  all  during  the  summer 
months. 

Mr.  Hadley.  When  do  they  make  their  earliest  trips  north? 

Mr.  Drisko.  In  some  years  in  February,  but  always  in  March,  at 
least — March  until  the  1st  of  October. 

Mr.  Hadley.  Are' you  acquainted  with  the  state  of  weather  in  the 
sea  and  its  relative  condition  as  to  storms  in  that  sea  as  compared 
with  conditions  encountered  in  other  sea  voyages? 

Mr.  Drisko.  Well,  I  am  not  personally  acquainted  with  that, 
because  I  have  never  been  "to  either  place,  except  one  trip  to  south- 
eastern Alaska;  but  the  captains  tell  me  that  they  have  as  bad 
weather,  if  not  worse,  on  those  voyages  as  they  do  in  other  parts  of 
the  coast  or  the  country. 

Mr.  Hadley.  I  was  getting  at  the  relative  character  of  the  sea,  in 
the  Bering  Sea  country  particularly,  as  compared  with  conditions 
encoimtered  in  trans- Atlantic  voyages  or  in  other  coastwise  voyages. 

Mr.  Drisko.  They  claim  that  you  get  a  nastier  sea  in  Bering  Sea 
than  you  do  in  otner  places.  It  is  shoaler  water.  Consequently, 
you  get  a  more  severe  sea.    That  is  what  they  tell  me. 

Mr.  Hadley,  We  have  lost  no  vessels  at  sea  that  you  have  built? 

Mr.  Drisko.  No. 

Mr.  Hadley.  Who  bought  the  vessels  that  you  sold  ? 

Mr.  Drisko.  The  Rosewood  and  Oakwood  were  purchased  by  J.  M. 
Scott,  of  Mobile.    He  is  now  located  in  New  York. 

Mr.  Hadli^y.  In  what  trade,  if  you  know  ? 

Mr.  Drisko.  Presumably  for  French  interests. 

Mr.  Hadi^y.  Is  that  one  or  two  vessels? 

Mr.  Drisko.  That  is  two. 

Mr.  Hadley.  Do  you  know  in  what  trade  they  are  being  employed? 

Mr.  Drisko.  The  Rosewood  is  now  known  as  the  Isle  de  Java  and 
she  is  operating  trans- Atlantic.  According  to  the  last  report  she  took 
a  cargo  of  freight  from  France  to  the  Cape  Verde  Islands,  and  from 
there  a  cargo  to  New  Orleans.  I  do  not  know  whether  she  took  a 
full  cargo  from  New  Orleans,  but  she  went  to  New  York  and  her 
loading  was  finished  in  New  York  to  go  back  across. 

The  Oakwood  is  in  the  same  trade. 

The  Hollywood  was  sold  to  French  interests — ^to  the  Hollywood 
Steamship  Co.,  of  Delaware — and  I  understand  that  she  is  still  oper- 
ating under  the  American  flag,  but  is  being  used  in  the  Mediterra- 
nean, running  down  as  far  as  Egypt  and  down  the  east  coast  of 
Africa. 

The  reports  that  we  got  from  those  ships  are  that  up  to  date  there 
have  been  absolutely  no  repairs  required  or  no  trouble  with  any  of 
them. 

Mr.  Hadley.  Now,  the  Government  built  ships  of  the  same  type? 

Mr.  Drisko.  The  Government  ship  was  of  a  different  model. 

Mr.  Hadley.  It  was  a  different  model? 
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Mr.  Drisko.  a  little  different  model. 

Mr.  Hadlet.  In  any  material  respects,  so  far  seaworthiness  is  con- 
cerned? 

Mr.  Drisko.  Oh,  no;  I  do  not  think  so.  They  are  just  built  on  the 
lines  of  a  steamship. 

Mr.  Hadley.  You  would  regard  the  Government  ship  as  about  the 
same,  as  to  seaworthiness,  as  those  that  you  have  described  ? 

Mr.  Drisko.  As  those  of  ours ;  yes ;  only  I  believe  that  if  we  were 
going  to  build  these  we  would  probably  follow  the  Hollywood  and 
Rosewood  type,  because,  while  they  are  a  little  smaller,  they  carry 
more  to  their  tonnage  than  these  boats. 

Mr.  Deminq.  Do  you  mean  that  they  are  types  of  ships  the  Gov- 
ernment built,  or  were  you  comparing  what  we  have  sold  with  what 
we  built  for  the  Government  ? 

Mr.  Hadley.  I  was  comparing  what  you  built  for  sale  with  what 
you  built  for  the  Government. 

Mr.  Deming.  I  did  not  know  whether  he  understood  your  question. 

Mr.  Drisko.  Yes. 

Mr.  Hadley.  You  spoke  of  Mr.  Scotten  in  connection  with  your 
description  of  securing  a  contract.  I  think  he  was  indentified  as 
treasurer  of  the  company. 

Mr.  Drisko.  Yes,'sir. 

Mr.  Hadley.  Is  that  Mr.  Samuel  C.  Scotten,  of  Chicago? 

Mr.  Drisko.  Samuel  C.  Scotten,  of  Chicago. 

Mr.  Hadley.  Mr.  Pillsbuiy ,  whom  you  spoke  of  in  the  early  part 
of  your  statement,  was  locted  at  San  Francisco,  was  he  not  ? 

Mr.  Drisko.  Yes,  sir. 

Mr.  Hadley.  Whom  did  he  represent? 

Mr.  Drisko.  He  was  at  that  time  the  representative  of  the  'Ship- 
ping Board.  As  I  remember  it,  he  was  a  sort  of  senior  to  Capt. 
Blain  at  that  particular  time. 

Mr.  Hadley.  If  I  understand  it  correctljr,  at  that  time  it  was 
required  that  all  of  these  contracts  be  submitted  there,  and  copies 
also  sent  to  Washington? 

Mr.  Drisko.  One  copy  sent  to  Washington  and  one  copy  left 
with  Mr.  Blain,  and  they  requested  that  one  copy  be  sent  to  Capt. 
Pillsbury. 

Mr.  Hadley.  I  think  that  is  all. 

The  Chaikman.  Have  you  any  questions,  Mr.  Foster? 

Mr.  Foster.  There  is  only  one  question  I  would  like  to  ask,  and 
that  is  whether  the  city  of  Bellingham  turns  out  everything  of  so 
hiffh  an  order  as  it  does  its  wooden  ships  and  Congressmen? 

Mr.  Kelley.  I  would  like  ^to  ask  one  more  question. 

What  would  be  the  relative  value  of  one  of  your  ships  in  the 
market,  as  compared  with  the  value  of  a  steel  ship  of  the  same 
tonjiage? 

Mr.  Drisko.  What  do  you  mean?    The  value 

Mr.  Kelley;  Well,  on  the  market;  the  market  value? 

Mr.  Drisko.  Yes. 

Mr.  Kelley.  In  other  words 

Mr.  Deming.  Do  you  mean  per  ton  ?    That  is  the  way  it  is  figured 

Mr.  Drisko.  I  think  wooden  ships  now  are — of  course,  there  is  no 
market— but  I  think  they  are  around  $110  a  dead- weight  ton. 
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Mr.  Demino.  And  how  about  the  steel  ships ! 

Mr.  Drisko.  I  think  the  steel  ships  ruji  about  $160. 

Mr.  Kellet.  What  is  the  relative  cost  of  the  two  types? 

Mr.  Drisko.  I  do  not  know  what  the  cost  of  the  steel  ships  is. 

Mr.  Kellet.  You  do  not  know? 

Mr.  Drisko.  I  think  they  are  building  steel  ships  for  along  about 
$180. 

Mr.  Demino.  Do  you  know  ?  You  do  not  know  what  steel  ships 
cost;  you  never  built  any? 

Mr.  Drisko.  No  ;  I  have  never  had  anything  to  do  with  steel  ship. 

Mr.  Kelley.  If  you  were  in  the  market  to  purchase  a  ship  for 
yourself,  what  I  had  in  mind  was  to  know  what  you  would  be  willing 
to  pay  for  a  wood  ship  as  compared  with  a  steel  ship  of  the  same 
tonnage? 

Mr.  Demino.  That  would  depend  upon  the  purpose  that  you 
would  want  to  use  them  for ;  whether  coastwise  or  overseas. 

Mr.  Kelley.  In  your  judgment,  is  there  a  large  unsatisfied  de- 
mand at  the  present  time  for  wood  ships,  leaving  out  now  this  arti- 
ficial situation  created  by  the  Government's  throwing  of  these  hulls  on 
the  market  and  people  holding  off  because  they  think  that  possibly 
later  on  they  can  get  them  much  cheaper? 

Mr.  Demino.  Do  you  mean  where  there  is  a  shortage  of  tonnage? 

Mr.  Kelley.  Yes ;  if  there  is  a  shortage  of  tonnage,  which  would 
be  made  up  by  the  purchase  of  wood  ships,  if  that  had  not  been  done? 

Mr.  Drisko.  You  read  in  certain  papers  that  there  is  a  shortage 
of  bottoms. 

Mr.  Keli^y.  You  had  no  difficulty,  before  we  got  into  the  war,  in 
selling  all  the  wood  ships  that  you  could  make? 

Mr.  Drisko.  No  ;  that  is  right. 

Mr.  Foster.  He  said  he  had  an  order  for  20  from  Great  Britain. 

Mr.  Kelley.  That,  no  doubt,  was  due  to  war  conditions. 

Now,  suppose  the  Government  had  not  thrown  these  ships  on  the 
market,  would  that  situation  exist  still,  in  your  judgment? 

Mr.  Drisko.  I  think  if  the  Government  had  held  these  ships  at 
the  cost  pijice — ^I  think  probably  they  would  have  had  ships  built 
of  their  own  design  for  their  own  trade ;  but,  as  I  said  awhile  ago, 
I  think  they  are  waiting,  because  they  think  by  waiting  they  can 
probably  buy  them  cheaper. 

Mr.  Kelley.  The  situation  that  we  are  in  now,  you  think,  is  created 
by  the  large  offering  of  wooden  ships  rather  than  a  lack  of  desire 
on  the  part  of  operators  of  ships  to  operate  wood  ships? 

Mr.  Drisko.  Yes. 

Mr.  Kelley.  And  that  if  the  Government  had  acted  more  as  a 
private  interest  would  act,  and  not  throw  all  of  these  on  the  market 
at  one  time 

Mr.  Drisko.  Pardon  me  for  being  frank,  but  I  think  it  is  a  lack  of 
business^  head. 

Mr.  Kelley.  These  ships  could  have  been  disposed  of  in  the  Lake 
trade. 

Mr.  Drisko.  Yes. 

Mr.  Kelusy.  Later  on? 

Mr.  Drisko.  Yes. 

Mr.  Kelley.  Without  serious  loss  to  the  Government?  Is  that 
your  judgment? 
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Mr.  Drisko,  I  do  not  know  much  about  how  serious  a  loss,  but  they 
could  have  been  disposed  of,  but  I  do  not  think  they  could  have  been 
di^)08ed  of  at  the  price  they  cost. 

Mr.  Eellet.  Oh,  no ;  one  would  not  expect  that  they  could,  but  to 
much  better  advantage  than  will  result  irom  this  plan  that  is  now 
in  force. 

Mr.  Dbisko.  Yes. 

Mr.  Hadlet.  Referring  to  that  plan  now  in  force,  you  did  not 
speak  specifically  of  it  in  the  last  question  suggested.  1  would  like 
to  ask  you  what  you  know  as  to  the  course  that  the  Emergency  Fleet 
Corporation  or  the  Shipping  Board  may  have  been  pursuing  with 
*  regard  to  wooden  hulls  and  wooden  vessels  that  are  not  complete. 

Mr.  Dbisko.  What  course  they  have  been  pursuing? 

Mr.  Hadlet.  Yes,  sir. 

Mr.  Drisko.  They  do  not  seem  to  have  been  pursuing  any  course. 

Mr.  Keixet.  Except  offering  them  for  sale. 

Mr.  Drisko.  One  day  they  have  a  big  offer  and  the  next  day  they 
ran  it  down,  and  it  is  not  bona  fide. 

Mr.  Deming.  They  are  offering  for  sale,  but  not  for  sale. 

Mr.  Keixey.  Do  you  mean  to  say  that  if  a  bona-fide  purchaser  of 
hulls  put  in  a  bid,  he  should  not  receive  consideration? 

Mr.  Drisko.  Well,  I  don't  know  about  that,  but  I  think  some  of 
this  stuff  that  they  have  been  giving  out,  that  they  have  sold  40 
ships,  and  all  that,  I  don't  believe  it  is  true.  That  is  what  I  meant. 
It  never  has  been  run  down,  but  thev  gave  out  in  Seattle  the  other 
day  that  they  sold  six.  As  near  as  1  can  find  out  from  the  fellows 
down  there,  they  make  take  three  barges. 

Mr.  Hadlet.  If  I  understand  your  statement,  Mr.  Drisko,  it  is 
your  judgment  that  a  hull  on  which  a  considerable  sum  of  money  has 
been  spent,  say,  $100,000,  as  suggested  in  a  previous  question  sub- 
mitted to  you,  has  a  substantial  and  relative  value,  in  any  event? 

Mr.  Drisko.  As  a  barge. 

Mr.  Hadlet.  Well,  what  would  you  say  as  to  any  policy  that 
would  ignore  a  value  in  the  hull ;  in  other  words,  would  you  approve 
of  a  policy  that  would  abandon  that  hull  to  anybody  who  would 
take  it? 

Mr.  Drisko.  I  might. 

Mr.  Hadlet.  If  it  has  a  substantial  value  ? 

Mr.  Drisko.  Well,  it  is  all  owing  to  the  hull. 

Mr.  Hadlet.  Well,  and  assuming  that  it  is  a  well-built  hull. 

Mr.  Drisko.  Yes ;  a  well-built  hull  has  some  value.  Some  of  them 
it  might  be  better  to  balance  off  and  get  out  of  the  way  and  save  the 
expense  of  floating  them. 

Mr.  Kellet.  Tnat  would  be  a  case  where  they  are  very  badly 
constructed,  would  it  not  ? 

Mr.  Drisko.  Yes. 

Mr.  Hadlet.  Well,  of  course,  if  bady  constructed,  the  responsi- 
bility for  that  would  depend  upon  the  party  who  directed  its  con- 
struction, whether  it  would  be  by  the  (jovernment  or  for  private 
account. 

Mr.  Drisko.  Yes. 

The  Chairman.  Mr.  Drisko,  have  you  heard  any  suggestion  made 
that  hulls  partially  constructed  and  contracts  for  which  had  been 
canceled  should  be'  destroyed  ? 
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Mr.  Drisko.  No. 

The  Chairman.  You  handed  me  a  list  of  seven  ships,  giving  the 
dates  when  the  keels  were  laid,  when  they  were  launched,  the  date  of 
the  trial  trip,  and  when  they  were  put  in  commission.  I  would  like 
to  ask  with  reference  to  this  ship,  the  Cruso^  whether  that  was  a 
ship  that  you  built  for  yourselves? 

Mr.  Drisko.  No  ;  the  Cruso  was  the  first  of  the  first  five. 

The  Chairman.  The  first  five? 

Mr.  Drisko.  You  see  there  is  a  number  after  that. 

The  Chairman.  Twelve  hundred  and  one,  1202,  1203,  1204,  and 
1205? 

Mr.  Drisko.  Yes. 

The  Chairman.  And  you  have  other  numbers  for  the  Clio  and 
Clotia.    What  ships  are  they? 

Mr.  Drisko.  They  are  the  last  two — the  last  two  of  the  seven. 

The  Chairman.  Of  the  seven? 

Mr.  Drisko.  Yes. 

The  Chairman.  The  Clotia  is  the  one  we  saw,  but  which  we  did 
not  go  on,  out  in  the  yard  there  ? 

Mr.  Drisko.  Yes. 

The  Chairman.  The  dates  here  as  showing  when  in  commission 
are,  I  suppose,  the  same  as  the  dates  of  delivery? 

Mr.  Drisko.  Those  are  the  dates  of  delivery. 

The  Chairman.  Now,  what  type  of  ship  would  you  call  these  that 
you  have  built  ?  Are  they  of  the  Ferris  type,  of  the  Hough  type,  or 
of  what  type  are  they? 

Mr.  Drisko.  We  call  these  the  Pacific  American  fisheries  type. 

The  Chairman.  They  are  your  own  design? 

Mr.  Drisko.  Thev  are  our  own  design. 

The  Chairman.  Which  was  approved  by  the  Shipping  Board? 

Mr.  Drisko.  By  the  American  Bureau  of  Shipping,  and  by  Mr. 
Ferris. 

The  Chairman.  And  by  Mr.  Ferris? 

Mr.  Drisko.  Yes. 

The  Chairman.  And  the  design  was  drawn,  and  the  specifica- 
tions and  plans  and  lines  prepared  by  your  own  architects. 

Mr.  Drisko.  The  superintendent,  Mr.  Nottley;  yes. 

The  Chairman.  We  have  incorporated  this  statement  in  our 
record  that  you  have  given  us,  showing  the  hull  number,  the  date 
when  the  keel  was  laid,  the  date  when  launched,  the  date  of  trial 
trip,  and  the  date  when  put  in  commission. 

Mr.  Drisko.  Yes;  that  is  right. 

Mr.  Deming.  There  has  been,  it  seems  to  me,  an  unusual  delay 

Mr.  Hadley.  Perhaps,  since  you  have  not  been  sworn,  the  record 
had  better  show  your  official  relation  to  this  company. 

Mr.  Deming.  I  was  simply  making  some  suggestions  so  that  Mr, 
Drisko  can  answer  the  questions  as  to  the  causes  of  delay.  He  can 
do  that  better  than  I  can,  because  he  has  followed  that  more  closely 
than  I  have,  as  to  the  details  of  it.  You  asked  him  a  while  ago  as 
to  whether  some  of  these  changes  had  caused  any  great  delay. 

Mr.  Drisko.  And  I  told  them  that  T  could  not  say  as  to  any  great 
delay,  but  that  there  had  bgen  some  delay  and  some  annoyances,  and 
that  we  have  had  some  stuff  that  they  had  to  ship  to  us  by  express, 
in  order  to  prevent  some  delay. 
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Mr.  Demino.  Well,  you  spoke  of  Mr.  Simon  going  there  time  and 
again. 

Mr.  Drisko.  Oh,  yes. 

Mr.  Deming.  As  bearing  that  out. 

Mr.  Drisko.  That  was  not  brouffht  out. 

Mr.  Deming.  You  told  me  to-day  about  Mr.  Simon  being  over 
there. 

Mr.  Drisko.  Yes. 

Mr.  Deming.  I  wanted  to  make  some  suggestions  so  that  you 
might  get  the  proper  person  to  question. 

Mr.  Hadlet.  That  is  Mr.  Simon? 

The  Chairman.  We  expect  to  hear  him  this  evening.  There  is 
one  question  I  did  want  to  ask  Mr.  Drisko  which  is,  perhaps,  right 
along  this  line.  ~ 

Is  there  any  connection  with  the  construction  of  these  ships  under 
jour  contract,  or  with  the  procuring  of  the  contract  and  the  negotia- 
tions vou  have  had  with  the  Shipping  Board,  about  which  we  have 
not  as^ed  you,  Mr.  Drisko,  that  you  think,  perhaps,  it  would  be  well 
for  us  to  know  ? 

Mr.  Drisko.  No  ;  I  can  not  think  of  anything.  We  have  gone  into 
that  pretty  thoroughly,  the  delay  from  the  time  we  started  the 
yard  to  the  time  we  submitted  our  plans  and  then  got  the  contract 
back  and  had  filed  it  with  Mr.  Pillsbury. 

I  do  not  think  of  anything,  unless  you  have  something  to  bring 
it  out. 

The  Chairman.. No;  I  did  not  have  anything  further.  We  have 
tried  to  ask  specific  questions,  but  I  did  not  know  but  that,  perhaps, 
there  might  have  been  some  matters  which  we  omitted;  but  I  do 
understand  now  that  particularly  during  the  last  two  or  three 
months  there  have  been  delays  owing  to  changes. 

Mr.  Drisko.  Yes. 

The  Chairman.  Changes  in  the  structure,  which  have  been  de- 
manded, and  Mr.  Simon  will  know  about  that  ? 

Mr.  Drisko.  Yes;  he  will  know  about  that.    He  will  give  you  that. 

The  Chairman.  We  would  be  glad  to  ask  him  those  questions. 

Mr.  Drisko.  Yes. 

The  Chairman.  Unless  you  will  think  of  something  else,  Mr. 
Drisko,  we  will  dismiss  you.    We  are  very  much  obliged  to  you. 

SIATEXEHT  OF  UK.  E.  B.  DEMINO,  PKESIDENT  FAGIFIC-AMEBI. 

CAN  FISHEEIES,  BELUNOHAM,  WASH. 

The  Chairman.  Will  you  please  give  the  stenographer  your  full 
name,  Mr.  Deming? 

Mr.  Deming.  E.  B.  Deming.  . 

The  Chairman.  And  you  are  the  president  of  the  Pacific- Ameri- 
can Fisheries? 

Mr.  Deming.  Yes,  sir. 

The  Chairman.  Has  your  concern  at  any  time  been  negotiated 
'with  by  the  Shipping  Board  or  Fleet  Corporation  to  complete  or  to 
alter  or  repair  wooden  ships  constructed  in  other  yards? 

Mr.  Deming.  No;  I  think  not. 

The  Chairman.  Have  you  had  any  such  negotiations,  or  have  you 
Iwid  correspondence  with  reference  to  installing  machinery  in  hulls 
bmlt  in  other  yards  ? 
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Mr.  Deming.  No. 

The  Chairman.  And  none  of  the  ships  that  j^ou  have  built  have 
had  machinery  installed  elsewhere? 

Mr.  Deming.  No. 

The  Chairman.  The  lumber  and  power  equipment  which  you  have 
used  in  the  ships  which  you  have  built  under  contract  have  been  pro- 
cured in  this  region  ?  , 

Mr.  Deming.  Yes;  most  of  it  right  here  and  over  at  Port  Blake- 
ley.  That  is  right  in  this  vicinity.  The  engines  were  purchased 
in  Seattle,  but  installed  here. 

The  Chairman.  They  were  shipped  by  rail  to  Bellingham? 

Mr.  Deming.  Shipped  by  rail. 

The  Chairman.  The  contract  which  you  submitted,  the  proposal 
you  made  to  the  Shipping  Board  for  the  design  of  ship  which  you 
offered  to  build,  was  more  favorable  to  the  Government  than  the 
contract  which  you  eventually  entered  into? 

Mr.  Deming.  Well,  in  a  way.    In  dollars  and  cents,  you  mean? 

The  Chairman.  Yes. 

Mr.  Deming.  That  is  a  hard  question  to  answer.  Yes;  it  turned 
out  to  be  more  favorable. 

The  Chairman.  Yes. 

Mr.  Deming.  It  would  have  been  more  favorable,  because  if  the 
price  of  labor  had  gone  up  we  would  have  built  those  ships  for  less 
money  than  they  have  been  built  for  under  the  Government  contract 
that  we  finally  received. 

The  Chairman.  And  your  material  and  supplies  would  have  been 
purchased  at  a  lower  figure? 

Mr.  Deming.  Yes,  sir.  In  fact,  we  had  some  contracts  with  these 
options  in  them. 

The  Chairman.  And,  as  Mr.  Drisko  has  said,  and  as  I  think  you 
said  this  morning  in  conversation,  that  if  you  had  received  approval 
of  your  offer  within  the  usual  course  without  this  great  delav  you 
could  have  begun  to  work  and  deliver  those  ships  before  you  be^n 
on  the  last  of  the  ships? 

Mr.  Deming.  Yes ;  at  very  much  less  money. 

The  Chairman.  Now,  was  the  design  of  those  ships  substantially 
the  same  as  the  type  that  you  did  build? 

Mr.  Deming.  Substantially  the  same. 

The  Chairman.  Now,  as^  to  the  caulking  of  the  ships,  have  you 
had  any  difficulties  or  delays  due  to  the  inspection  to  see  how  the 
ships  were  caulked  or  sealed  ? 

Mr.  Deming.  I  can  not  answer  that. 

The  Chairman.  None  that  you  know  of? 

Mr.  Deming.  Well,  I  have  heard  of  it,  but  I  can  not  answer  di- 
rectly.   Mr.  Simon  can  answer  that. 

The  Chairman.  Mr.  Simon  is  superintendent  in  charge  of  con- 
struction here  ? 
.   Mr.  Deming.  Yes. 

The  Chairman.  And  I  assume  that  he  has  had  previous  experience 
in  the  building  of  wood  ships  ? 

Mr.  Deming.  That  I  can  not  answer.    He  can  answer  that. 

The  Chairman.  I  have  no  further  questions.  Have  you  any  ques- 
tions, Mr.  Kelley? 
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Mr.  Kellet.  Have  your  relations  with  the  office  of  the  district 
manager  been  satisfactory  and  agreeable? 

Mr.  Deming.  Very. 

Mr.  Kelley.  And,  so  far  as  your  plant  is  concerned,  you  have  no 
complaint  to  make? 

Mr.  Deming.  No  complaint  to  make. 

Mr.  Kellet.  As  to  the  district  office  ? 

Mr.  Deming.  As  Mr.  Drisko  said  the  other  day,  wft.  stood  in  a 
rather  unique  position.  We  stood  well  with  those  that  went  out  and 
we  stand  well  with  those  that  are  in.  It  is  rather  remarkable.  They 
are  all  our  friends. 

Mr.  Foster.  Perhaps  you  deserve  some  credit  yourself. 

Mr.  Hadley.  I  would  like  to  ask  one  question  there.  Is  the  data 
in  such  shape  that  it  could  be  readily  determined  in  your  office 
how  much  more  it  has  cost  the  Government  to  finish  those  contracts — 
the  five 

Mr.  Deming.  There  are  seven  ships. 

Mr.  Hadley.  The  seven  contract  snips  as  finally  contracted  for  and 
finished — than  it  would  have  cost  it  to  have  paid  for  the  same  ships 
as  originally  contemplated  under  the  first  proposal  ? 

Mr.  Demii^g.  Well,  I  question  whether  that  data  is  here.  It 
would  have  to  be  worked  up.  For  instance,  we  know  the  price  of 
lumber  at  that  time,  that  we  had  options  on,  and  we  know  the  price 
of  the  engines  and  all  that  sort  of  tning. 

Mr.  Haduey.  My  question  implied  bringing  the  matter  down  to  a 
concrete  basis. 

Mr.  Deming.  Yes. 

Mr.  HADIJ5Y.  So  if  it  were  feasible  and  if  the  committee  thought 
it  material  I  wanted  to  ascertain  whether  or  not  that  was  an  avail- 
able quantity. 

Mr.  Deming.  I  think  that  could  be  worked  up  with  what  we  have 
here,  but  we  have  not  the  data  at  hand.  We  could  look  up  the  records 
and  theprices  that  we  could  have  gotten  at  that  time. 

Mr.  Keluey.  Have  you  had  one  ship  commandeered? 

Mr.  Deming.  Yes. 

Mr.  Kelley.  Was  there  any  controversy  about  the  commandeering 
of  that  ship  ? 

Mr. Deming.  No;  none  whatever. 

Mr.  Kelley.  Was  there  any  suggestion  made  as  to  how  you  could 
have  escaped  having  it  commandeered  ? 

Mr.  Deming.  Not  that  I  know  of.  They  said  they  wanted  it,  and 
told  us  when  to  deliver  it,  and  we  delivered  it.  That  is  all  there 
is  to  it.  The  only  question  that  ever  came  up  about  that  ship  was 
^inp  the  pay  for*  it,  and  it  so  happened  that  Mr.  Scotten  was  in 
Washmgton,  and  about  three  months  had  elapsed,  I  think,  and  he 
got  the  thing  started,  but  I  presume  that  was  like  a  good  many 
other  things — ^it  was  one  of  the  first  things,  and  down  at  the  bottom 
of  the  pile,  and  was  finally  dug  up.  We  got  our  money.  Mr.  Fort- 
man  a^ed  me  how  we  did  it. 

Mr.  Hadley.  Mr.  Fortman  is  the  president  of  the  Alaska  Packers' 
Association,  of  San  Francisco? 

Mr.  Deming.  Yes ;  the  same  man. 

The  Chairman.  Mr.  Deming,  the  ship  that  you  had  commandeered 
is  a  steel  ship  ? 
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Mr.  Deming.  'Yes, 

The  Chairman.  The  Windberf 

Mr.  Deming.  Yes:  the  Windier — ^an  iron  ship. 

The  Chairman.  You  did  not  build  her  yourselves? 

Mr.  Deming.  No  :  she  is  an  old  ship.    She  was  built  in  England. 

The  Chairman.  How  long  have  you  owned  her? 

Mr.  Deming.  I  think  we  have  owned  her  about  six  years  or  seven 
years.    SKe^was  built  in  1889. 

The  Chairman.  That  is  all.  Does  anybody  else  have  any  ques- 
tions? 

Mr.  Hadley.  Mr.  Deming,  you  do  not  know  of  anything  else  you 
want  to  volunteer? 

Mr.  Deming.  No,  sir ;  I  think  not. 

The  Chairman.  Then  if  there  is  nothing  further  from  Mr.  Dem- 
ing, we  would  like  to  inquire  of  Mr.  Weir,  the  inspector. 

TESTIMONY  OF  ME.  OEOEGE  H.  WEI&,  INSPECTOR,  ElIEEGENCT 
FLEET  COBFOBATION,  BELUNOHAH,  WASH. 

(The  witness  was  duly  sworn  bv  the  chairman.) 

The  Chairman.  What  is  your  full  name,  Mr.  Weir? 

Mr.  Weir.  George  H.  Weir. 

The  Chairman.  Mr.  Weir,  this  is  a  congressional  committee,  as 
probably  you  know,  appointed  by  the  House  to  make  certaii^  inves- 
tigation of  the  operations  of  the  Shipping  Board.  We  understand 
you  are  one  of  the  inspectors  of  the  Emergency  Fleet  Corporation 
forces? 

Mr.  Weir.  Yes. 

The  Chairman.  And  we  would  like  to  put  some  inquiries  to  you. 
I  assume  that  you  are  willing  to  give  us  whatever  inrormation  you 
have?  , 

Mr.  Weir.  Why,  yes.  I  can  give  you  any  information  that  I  have 
in  mind.  Of  course,  I  have  a  good  many  records  and  stuff  that  I 
have  kept  since  I  have  been  in  the  employ  of  the  Fleet  Corporation. 

The  Chairman.  Mr.  Kelley,  I  believe  you  said  that  you  had  a 
question  or  two.    I  have  not  anything  to  ask  at  present. 

Mr.  Kelley.  Yes;  I  have  not  anything  at  all  to  ask  Mr.  Weir 
relative  to  his  work  at  this  yard.  As  I  understand,  he  was  an 
inspector  in  the  Anacortes  yard,  and  inasmuch  as  we  might  not  see 
Mr.  Weir  again,  I  think  this  would  be  a  good  time  to  ask  some  ques- 
tions about  that  and  one  or  two  other  things. 

Do  you  remember  when  the  Anacortes  yard  was  built,  Mr.  Weir? 

Mr.  Weir.  It  was  started  some  time  in  May,  1916. 

Mr.  Kelley.  That  is,  it  was  started  some  time  before  we  got  into 
the  war? 

Mr.  Weir.  Yes. 

Mr.  Kelley.  Who  was  the  first  manager  over  there  ? 

Mr.  Weir.  Joe  Sloan. 

Mr.  Kelley.  When  did  you  first  go  in  there  as  inspector  for  the 
Government  or  for  the  Shipping  Board? 

Mr.  Weir.  August  16. 

Mr.  Kelley.  1916  ? 

Mr.  Weir.  No  ;  1917. 


SHIPPING  BOARD  OPERATIONS.  49 

The  Chairman.  The  August  after  we  entered  the  war? 

Mr.  Weir.  Yes:  1917.    That  is  right. 

Mr.  Kellet.  You  are  sure  the  yard  was  started  in  1916,  are  you  ? 

Mr.  Weir.  No;  I  say  it  was  started  in  1917.  It  was  started  a  few 
months  before  I  went  there.  The  yard,  in  fact,  was  not  started  when 
I  got  there.   Thev  were  grading. 

Mr.  Kellet.  So  you  were  there  almost  from  the  beginning? 

Mr.  Weir.  Yes ;  just  after  they  had  cleared  the  brusn  away.  They 
had  started  the  grading  when  I  went  there. 

Mr.  Kellet,  Were  you  at  that  time  familiar  with  the  equipment 
necess^  for  wood-ship  construction? 

Mr.  Weir.  Yes,  sir. 

Mr.  Kellet.  Did  they  equip  the  yard  well  for  the  work? 

Mr.  Weir.  No;  you  could  not  say  that  the  yard  was  very  well 
equipped.  Of  course,  as  we  got  along  and  we  got  some  tools,  but  we 
were  nowhere  near  equipped. 

Mr.  Kellet.  How  many  ways  did  they  have? 

Mr.  Weir.  Six  ways. 

Mr.  Kellet.  It  was  a  yard,  then,  about  the  size  of  this  one  here? 

Mr.  Weir.  Yes.    Well,  it  would  be  one  way  larger  than  this. 

Mr.  Kellet.  One  way  larger  than  this  ? 

Mr.  Weir.  Yes. 

Mr.  Kelust.  But  it  was  not  as  complete  as  to  machinery  and 
equipment  as  is  this  yard  ? 

Mr.  Weir.  No  ;  not  nearly  as  complete. 

Mr.  Kellet.  What  was  missing? 

Mr.  Weir.  Well,  what  was  really  missing  there  was  the  propjer 
tools  for.  the  proper  kind  of  work.  The  tools  we  had  there,  while 
they  were  a  makesliift,  they  were  not  what  you  would  call  proper 
equipment  for  the  yard  by  any  means.  As  time  went  on  we  aid  get 
a  planer  in  there,  which  we  did  not  have  for  a  long  time.  In  fact, 
we  never  had  any  joiner  tools  for  a  considerable  period,  and,  as  a 
matter  of  fact,  when  we  smarted  down  there  all  we  had  was  two 
band  saws  and  two  homemade  jig  saws  and  a  trundle  machine.  I 
think  those  are  about  the  only  tools  we  had  there  outside  of  black- 
smith tools  and  things  like  that. 

Mr.  Kellet.  Who  assigned  you  to  the  yard  there  ? 

Mr.  Weir.  John  Blain. 

Mr.  Kellet.  And  Mr.  Joe  Sloan  was  the  manager? 

Mr.  Weir.  Yes ;  he  was  manager. 

Mr.  Kellet.  Did  he  object  to  your  assignment  there? 

Mr.  Weir.  No,  sir;  not  at  first. 

Mr.  Kellet.  Later  on  yoir had  some  difficulties,  had  you? 

Mr.  Weir.  Yes;  I  had  considerable  difficulty,  only  in  regard  to  the 
I  work;  that  was  all;  no  personal  grievance. 

Mr.  KzuisiT.  No.    When  did  you  leave  there? 

Mr.  Weir.  I  don't  know.  I  think  it  was  about  a  year  ago,  or 
something  like  that.  I  don't  know  just  what  the  date  was  unless  I 
looked  it  up. 

Mr.  Kellet.  How  many  hulls  did  they  finish  up  while  you  were 
there? 

Mr.  Weir.  None  while  I  was  there. 
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Mr.  Kelley.  Do  you  know  anything  aJx)ut  the  completion  of  halls 
since  you  left  there? 

Mr.  Weir.  I  only  know  that  they  have  launched  four  of  them  since 
I  left  there. 

Mr.  Kelley.  And  they  had  a  contract  for  how  many  ? 

Mr.  Weir.  They  had  a  contract  for  six.  That  was  their  contract. 
That  is  their  contract  from  the  Sloan  Shipbuilding  Corporation.  As 
I  understand  it,  they  subcontracted  from  the  Sloan  Ship  Yard  Cor- 
poration.  That  was  one  of  the  Anacortes  shipbuilding  company  first 

Mr.  Kelley.  Who  was  the  district  manager  when  you  left  there. 

Mr.  Wbir.  W.  a.  Magee. 

Mr.  Kelley.  Do  you  have  employment  by  the  Shipping  Board  by 
the  month? 

Mr.  Weir.  By  yearly  appointment. 

Mr.  Kelley.  By  yearly  appointment? 

Mr.  Weir.  Yes. 

Mr.  Kelley.  So  that  it  is  a  matter  of  changing  the  assignment 
from  one  yard  to  anothef 

Mr.  Weir.  Yes. 

Mr.  -Kelley  (continuing).  I  presume,  in  case  any  difficulties  arise 
that  make  it  incompatible  for  a  man  to  stay  at  one  place  with  good 
results? 

Mr.  Weir.  Yes. 

Mr.  Kelley.  When  they  decided  to  change  you  from  there,  where 
did  they  suggest  that  you  should  go  ? 

Mr.  Weir.  To  go  to  Grays  Harbor. 

Mr.  Kelley.  But  you  preferred  to  come  here  ? 

Mr.  Weir.  I  wanted  to  quit.  That  is  all  there  was  about  it.  I  told 
them  I  would  not  go  to  Grays  Harbor.  So  Mr.  Magee  asked  me  if 
I  would  care  if  I  went  up  to  Bellingham,  and  I  said,  "  No,  I  don't 
mind  going  to  Bellingham." 

Mr.  Kelley.  Have  you  a  family,  Mr.  Weir  ? 

Mr.  Weir.  Yes,  sir. 

Mr.  Kelley.  Where  are  they  located? 

Mr.  Weir.  Here,  at  present. 

Mr.  Kelley.  You  moved  them  up  here  when  this  appointment 
came? 

Mr.  Weir.  Yes.      • 

Mr.  Kelley.  What  was  your  objection  to  going  to  Grays  Harbor, 
Mr.  Weir? 

Mr.  Weir.  On  account  of  the  hearsay  difficulties  that  they  had 
down  there  with  previous  inspectors;  that  is,  all  of  the  inspectors 
that  went  down  there  that  knew  their  business  were  practically  re- 
jected from  the  yard. 

Mr.  Kelley.  I  see;  and  you  did  not  think  they  should  be? 

Mr.  Weir.  I  did  not  care  to  go  down  there. 

Mr.  Ejelley.  There  would  be  no  improvement  of  your  reputation 
in  going  to  a  place  like  that  ? 

Mr.  Weir.  No. 

Mr.  Kelley.  Do  you  remember  what  inspectors  were  on  down  there 
at  Grays  Harbor  that  were  removed  or  shifted  about? 

Mr.  Weir.  No  ;  I  could  not  tell  you,  Mr.  Kelley.  I  could  not  give 
you  all  tb*^  names  now. 


SHIPPING  BOARD  OPERATIONS.  51 

Mr.  Kelley.  But  you  had  the  impression  that  the^best  equipped 
ones  were  not  desired  there  ? 

Mr.  Weir.  Yes;  that  was  the  idea,  exactly. 

Mr.  Kellet.  And  that  was  the  reason  why  you  did  not  want  to  go 
there? 

Mr.  Weir.  That  is  the  idea,  exactly.  I  had  hell  enough  where  it 
was  without  going  down  there  and  getting  more  of  it. 

Mr.  Kelley.  I  think  that  is  all,  Mr.  Chairman. 

The  Chairman.  Have  you  any  questions,  Mr.  Hadley  ? 

Mr.  Hadley.  I  have  one  question  in  mind,  Mr.  Chairman:  Mr. 
Weir,  you  referred  to  a  lack  of  eguipment  at  the  Anacortes  Ship- 
building Co.  yard  when  you  were  nrst  there? 

Mr.  Weir.  Yes. 

Mr.  Hadley.  As  it  was  first  equipped? 

Mr.  Weir.  Yes. 
.  Mr.  Hadley.  There  came  a  time  when  there  was  a  change  of  man- 
agement, as  I  understand,  at  that  yard  ? 

Mr.  V^EiR.  Yes. 

Mr.  Hadley.  That  is  to  say,  the  Fleet  Corporation  took  the  yard 
over  and  conducted  the  work  itself  ? 

Mr.  Weir.  Yes. 

Mr.  Hadley.  Did  that  occur  before  or  after  you  left  ? 

Mr.  Weir.  Well,  when  I  went  there  Sloan  was  in  the  management, 
and  then  after  a  short  time — I  don't  know  just  whe,  unless  I  would 
look  it  up — ^he  was  removed  and  Lon  Arnold  was  put  in. 

Mr.  Hadley.  During  the  period  that  the  Fleet  Corporation  had 
taken  the  yard  over  ? 

Mr.  Weir.  Yes. 

Mr.  Hadley.  So  far  as  this  matter  of  equipment  is  concerned,  to 
which  my  thought  is  directed,  was  there  any  material  change  made 
in  regard  to  the  equipment  of  the  yard  ? 

Mr.  Weir.  Yes;  there  was  one  of  the  saws  replaced  with  another 
saw,  and  there  were  also  several  pieces  of  joiner  equipment  added, 
and  also  a  large  timber  planer  added  to  the  equipment. 

Mr.  Hadley.  So  far  as  you  recall,  that  is  what  was  done  substan- 
tially in  the  way  of  changes  there? 

Mr.  Weir.  Yes. 

Mr.  Hadley.  In  the  change  of  jurisdiction? 

Mr.  Weir.  Yes;  and  then  there  was  also  more  work  completed 
there,  such  as  traveling  cranes.  There  were  more  of  them  fitted  up. 
That  is,  they  were  started  during  Sloan's  reign,  and  then  they  were 
finished  during  the  Government's  time. 

Mr.  Kelley.  During  the  time  that  you  were  over  there,  did  you 
find  that  the  yard  was  being  supplied  with  an  excess  of  certain  mate- 
rial, and  that  there  was  a  shortage  of  certain  other  material  ? 

Mr.  Weir.  Yes. 

Mr.  Kelley.  Whose  fault  wouldT:hat  be  likely  to  be  ? 

Mr.  Weir.  That  would  be  the  fault  of  the  purchasing  department. 

Mr.  KEI.LEY.  Of  the  yard  ? 

Mr.  Weir.  Of  the  yard ;  yes,  sir. 

Mr.  Kelley.  Did  this  trouble  about  an  unbalanced  supply  exist 
after  Mr.  Sloan  went  out  ? 
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Mr.  Weir.  Well,  most  of  it  was  while  he  was  there,  in  fact — ^the 
oversupply  of  some  and  the  lack  of  other  parts,  especially  on  tiniber. 

Mr.  ICelley.  That  was  not  quite  so  bad  after  he  dropped  out  ? 

Mr.  Weir.  Well,  no.    Things  got  a  little  better  arranged  then. 

Mr.  Kelley.  Npw,  in  a  yard  of  that  kind,  how  long  normally 
should  a  ship  be  on  the  ways? 

Mr.  Weir.  Well,  probably  four  months — four  or  five  months. 

Mr.  Kelley.  I  thought  some  of  these  ships  in  the  yards  aix>und 
here  were  launched  in  a  much  shorter  time  than  that? 

Mr.  Weir.  Well,  tiiey  possibly  have,  but  not  with  the  equipment 
that  we  had  down  there.  We  could  not  make  the  speed,  of  course, 
that  they  could  make  in  other  yards,  and  another  thing,  we  did  not 
have  an  organization  down  there. 

Mr.  Kelley.  But  even  as  it  was  organized  there,  and  with  the 
ecjuipment  that  you  had  there,  four  months  would  be  a  reasonable 
time,  would  it,  for  getting  a  ship  off? 

Mr.  Weir.  I  should  say  five  months  would  be  a  reasonable  time. 

Mr.  Kelley.  Do  you  know  how  long  it  was  from  the  time  the  keel 
of  the  first  ship  was  laid  until  it  was  launched? 

Mr.  Weir.  About  14  months,  or  something  like  that. 

Mr.  Kelley.  There  was  a  very  considerable  delay ! 

Mr.  Weir.  Oh,  yes ;  lots  of  times. 

Mr.  Kelt^ey.  There  was  a  very  considerable  delay  in  the  handling 
of  the  yard  even  after  the  Emergency  Fleet  Corporation  took  it 
over,  was  there  not,  Mr.  Weir? 

Mr.  Weir.  Yes;  there  was  a  considei-able  lot  of  delay  there^  as 
you  say.  They  had  different  managers.  Well,  they  had  three  .man- 
agers in  that  yard. 

Mr.  Kelley.  While  under  Government  control? 

Mr.  Weir.  Yes. 

Mr.  Kelley.  How  long  have  you  been  away  from  there  now  ? 

Mr.  Weir.  I  think  it  is  about  a  year  that  I  have  been  up  here  in 
this  yard. 

Mr.  Kelley.  You  have  been  here  about  a  year? 

Mr.  Weir.  Do  you  remember,  Mr.  Deming,  when  I  came  here? 

Mr.  Deming.  No;  I  do  not. 

Mr.  Weir.  A  little  over  a  year. 

Mr.  Kelley.  Was  Mr.  Sloan  reinstated  in  that  yard  ? 

Mr.  Weir.  Yes. 

Mr.  Kelley.  While  you  wei'e  there? 

Mr.  Weir.  Yes;  but  he  was  not  there  very  long,  though. 

Mr.  Kelley.  He  was  put  back  by  the  Shipping  Board? 

Mr.  Weir.  Yes ;  through  Mr.  Piggott,  I  believe.  Mr.  Piggott  was 
district  manager  then  of  the  wood  division. 

Mr.  Kelley.  Under  Mr.  Blain? 

Mr.  Weir.  Well,  I  don't  know  if  that  was  the  way  it  was.  1 
believe  they  had  it  in  two  separate  departments  there  for  awhile, 
the  wood  division  and  the  steel  division,  and  I  think  Mr.  Piggott 
was  the  head  of  the  wood  division  and  Mr.  Blain  head  of  the  steel 
division ;  then  it  was  changed  back,  and  Mr.  Blain  was  put  over  all 
of  it  again. 

Mr.  Kelley.  After  Mr.  Sloan  came  back  j^ou  did  not  stay  there 
very  long? 
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Mr.  Weir.  No  ;  probably  a  couple  of  months,  I  guess,  or  something 
like  that — two  or  three  months.  But  Mr.  Sloan  was  not  there  a 
great  deal.    He  was  out  and  around. 

Mr.  Kellet.  I  think  that  is  all. 

The  CiL\iRMAN.  What  were  you  doing  prior  to  your  appointment 
as  inspector,  Mr.  Weir? 

Mr.  Weir.  I  was  with  the  Skinner  &  Eddy  people. 

The  Chairman.  Shipbuilding? 

Mr.  Weir.  Yes,  sir;  shipbuilding. 

The  Chairman.  How  long  experience  have  you  had  in  ship- 
building? 

Mr.  Weir.  Well,  since  I  have  been  about  16  years  of  age. 

The  Chairman.  Wooden  ships  mostly  ? 

Mr.  Weir.  Yes ;  wooden  ships  mostly. 

The  Chairman.  Were  you  with  Skinner  &  Eddy  in  your  capacity 
as  inspector? 

Mr.  Weir.  No  ;  I  was  a  foreman  there. 

The  Chairman.  Foreman  in  their  wood-ship  department? 

Mr.  Weir.  No  ;  their  steel  department.  They  have  not  a  great  deal 
of  woodwork. 

The  Chairman.  As  inspector  at  the  Anacortes  yard,  did  you  report 
the  lack  of  equipment  to  the  district  manager  ? 

ilr.  Weir.  Yes.    They  also  have  letters. 

The  Chairman.  Did  you  recommend  the  furnishing  of  any  addi- 
tional equipment? 

Mr.  Weir.  Oh,  lots  of  times ;  yes. 

The  Chairman.  And  did  you  take  any  steps  to  find  out  why  it  was 
not  supplied? 

Mr.  Weir.  No;  no  further  than  a  letter.  I  never  went  to  the 
Shipping  Board  office  and  made  a  protest.  While  I  had  them  up 
there  on  several  occasions  in  regard  to  the  work,  they  saw  the  work 

Grsonally  and  also  the  equipment,  and  I  explained  to  them,  Mr. 
agee  and  Mr.  Ludsted.  He  is  now  a^istant  manager  of  wood  con- 
struction. 

The  Chairman.  At  Seattle? 

Mr.  Weir.  At  Seattle. 

The  Chairman.  So  that  officials  of  the  Shipping  Board  actually 
saw  this  yard,  and  its  equipment  ? 

Mr.  Weir.  Oh,  yes;  they  saw  the  yard  and  equipment.  Mr.  Pig- 
gott  was  up  there,  and  he  saw  it,  too. 

The  Chairman.  While  Mr.  Sloan  was  there  ? 

Mr.  Weir.  Yes. 

The  Chairman.  Soon  after  it  was  started  ? 

Mr.  Weir.  Yes ;  and  after  it  was  well  started,  when  the  ships  were 
in  frame. 

The  Chairman.  Did  you  at  any  time  prior  to  your  being  appointed 
inspector,  in  your  career  in  connection  with  shipbuilding,  work  for 
Mr.  Sloan? 

Mr.  Weir.  Yes :  I  worked  for  him  when  he  was  superintendent  of 
the  Paget  Sound  Bridge  &  Dredging  Co. 

The  Chairman.  In  shipbuilding  work? 

Mr.  Weir.  In  shipbuilding  work ;  yes. 
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The  Chairman.  During  Mr.  Sloan's  absence  the  first  time,  and 
when  Mr.  Arnold  was  in  charge,  you  continued  as  inspector? 

Mr.  Weir.  Yes,  sir. 

The  Chairman.  Was  any  improvement  made  in  the  equipment  of 
the  yard  at  that  time? 

Mr.  Weir.  Yes;  there  were  (jXiite  a  lot  of  minor  changes  made 
throughout  the  yard,  as  well  as  m  the  organization  of  the  men. 

The  Chairman.  There  were  changes  in  organization? 

Mr.  Weir.  Changes  in  the  organization  of  the  men,  I  said. 

The  Chairman.  How  many  men  did  they  employ  there  when  Mr. 
Sloan  was  there  the  first  time? 

Mr.  Weir.  Well,  somewhere  around  150  men,  I  should  say. 

The  Chairman.  Did  they  work  in  more  than  one  shift? 

Mr.  Weir.  Well,  they  did  toward  the  last  of  it.  They  tried  to 
work  an  extra  shift.  Of  course,  that  was  useless,  but  they  tried  to 
work  it  anyhow. 

The  Chairman.  Why  was  it  useless? 

Mr.  Weir.  Because  thev  did  not  have  sufficient  tools  to  work  with. 

The  Chairman.  Did  I  understand  you  to  say  that  the  materials 
and  the  equipment  at  the  Anacortes  yard  were  sent  upon  request  of 
the  man  in  charge  of  the  yard? 

Mr.  Weir.  Well,  some  of  the  additional  parts  were. 

The  Chairman.  What  do  you  mean  bv  "  additional  parts  "  ? 

Mr.  Weir.  Like  the  extra  Wnd  saw,  tW  timber  planer,  and  stuff 
like  that. 

The  Chairman.  No  ;  you  might  have  misunderstood  my  question, 
but  I  mean  the  equipment  for  the  ships  and  the  material  for  the 
ships? 

Mr.  Weir.  Well,  of  course,  that  is  all  we  got  for  the  ships  while  I 
was  there,  was  material.  We  did  not  get  any  equipment,  as  we  did 
not  proceed  that  far. 

The  Chairman.  Now,  this  material  that  was  sent  there  was  sent 
only  upon  the  order  or  request  of  the  man  in  charge  of  the  yards? 

Mr.  Weir.  That  is  it.  The  timber  mostly  came  from  the  Wiscon- 
sin Timber  Co. 

The  Chairman.  Who  ordered  that? 

Mr.  Weir.  The  management  of  the  yard  there  did  ? 

The  Chairman.  When  Mr.  Sloan  left  and  when  Mr.  Arnold  was 
put  in  charge,  did  material  and  equipment  for  the  ships  continue  to 
come  in  ? 

Mr.  Weir.  Yes ;  mostly  from  the  previous  orders,  Sloan's  previous 
requisitions  that  were  sent  in. 

The  Chairman.  Were  you  there  when  all  the  requisitions  sent  in 
by  Mr.  Sloan  had  been  filled? 

Mr.  Weir.  No  ;  they  had  not  all  been  filled  when  I  left. 

The  Chairman.  Do  you  know  of  Mr.  Arnold's  sending  in  any 
requisitions  while  he  was  there  for  material? 

Mr.  Weir.  Yes;  I  believe  he  sent  in  quite  a  number  of  requisi- 
tions. 

The  Chairman.  Were  you  there  after  Mr.  Arnold  left? 

Mr.  Weir.  No. 

The  Chairman.  And  Mr.  Sloan  came  back? 

Mr.  Weir.  No.  Arnold  was  there  when  I  left  there,  but  not  very 
long  after  I  left.    He  was  there  only  a  couple  of  weeks  after  I  left 
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The  Chaibman.  So  you  were  there  when  Mr.  Sloan  came  back 
again? 

Mr.  Weir.  Yes;  I  was  there  when  Mr.  Sloan  came  back  again, 
bat  I  was  not  there  when  he  left. 

The  Chairkan.  The  second  timet 

Mr.  Weir.  The  second  time ;  no. 

The  Chairman.  Did  Mr.  Arnold  stay  there  after  Mr.  Sloan  re- 
turned the  second  time  ?  '  r 

Mr.  Weir.  Yes. 

The  Chairman.  What  position  did  Mr.  Arnold  then  have? 

Mr.  Weir.  Superintendent. 

The  Chairman.  And  what  position  did  Mr.  Sloan  have? 

Mr.  Weir.  Well,  he  was  supposed  to  be  the  manager. 

The  Chairman.  He  was  the  manager? 

Mr.  Weir.  Yes. 

The  Chairman.  And  he  was  over  Mr.  Arnold? 

Mr.  Weir.  He  was  over  Mr.  Arnold ;  yes. 

The  Chairman.  Do  you  know  of  any  contract  for  lumber  being 
canceled  while  you  were  there? 

Mr.  Weir.  No,  sir;  I  never  heard  of  any.  We  got  lumber  from 
three  different  places.  In  factj  we  got  it  from  four.  When  we 
started,  we  got  a  few  sticks  of  timber  from  this  mill  over  here — the 
Puget  Timber  Co.'s  mill  over  here — and  then  most  of  our  stuff  came 
from  the  Wisconsin  Co.,  except  two  orders — one  from  the  Grand 
Canvon  Co.,  of  Everett,  and  the  other  from  the  Weyerhaeuser  Co., 
of  Everett. 

The  Ckairman.  Do  you  know  of  any  contract  with  the  Weyer- 
haeuser Co.  being  canceled  while  you  were  there? 

Mr.  Weir.  No;  I  never  heard  of  it. 

The  Chairman.  You  did  not  have  anything  to  do  with  the  can- 
cellation of  contracts,  I  presume? 

Mr.  Weir.  Yes. 

The  Chairman.  Did  you  inspect  the  lumber  as  it  arrived? 

Mr.  Weir.  All  of  it;  yes,  sir. 

The  Chairman.  Was  any  shipment  of  limiber  rejected  as  the  re- 
sult of  vour  inspection? 

Mr.  Weir.  Well,  there  was  not  any  full  shipment,  but  there  were 
a  gieat  many  pieces  that  go  to  make  a  part  oi  a  shipment ;  in  some 
cases  which  were  sent  back,  and  in  other  cases  they  were  left  in  the 
yard. 

The  Chairman.  You  had  the  general  work  of  inspecting  all  ma- 
terial and  equipment? 

Mr.  Weir.  No;  no  equipment.  That  is,  there  was  no  equipment, 
as  I  say.  that  came  in. 

The  Chairman.  I  mean  equipment  for  the  ships,  like  rigging  and 
cables? 

Mr.  Weir.  Yes.    There  was  none  of  that  that  had  arrived  yet. 

The  Chairman.  While  you  were  there? 

Mr.  Weht.  No  ;  none  of  it  had  arrived  there  yet. 

The  Chairman.  I  see. 

Mr.  Weir.  There  was  some  material,  like  oakum,  that  came  there, 
but  no  equipment.    There  were  also  some  bolts. 

The  Chairman.  You  inspected  the  oakum? 
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Mr.  Weir.  Yes. 

The  Chairman.  And  the  bolts? 

Mr.  Weir.  Yes;  I  inspected  all  of  that  stuff. 

The  Chairman.  And  you  also  inspected  the  work  as  it  progressed? 

Mr.  Weir.  Yes,  sir. 

The  Chairman.  You  inspected  the  laying  of  the  keels? 

Mr.  Weir.  Yes,  sir. 

The  Chairman.  Was  there  any  work  in  connection  with  the  lay- 
ing of  the  keels  which  you  required  to  be  done  over  again  ? 

Mr.  Weir.  Yes.    I  had  to*get  them  all  relaid  again. 

The  Chairman.  All  the  keels? 

Mr.^  Weir.  Yes. 

The  Chairman.  What  was  the  fault  with  them? 

JSlr.  Weir.  Because  they  were  not  laid  satisfactorily.  They  were 
not  laid  to  what  is  known  as  the  proper  sag  to  the  scale. 

The  Chairman.  Who  was  in  charge  when  you  required  that  to 
be  done? 

Mr.  Wmn.  Mr.  Sloan  was  in  charge  then. 

The  Chairman.  Now,  was  there  any  work  which  you  required 
to  be  done  over  again  while  Mr.  Arnold  was  in  charge? 

Mr.  Weir.  No;  not  of  any  importance  at  all — only  a  few  little 
minor  changes  that  happened  during  the  day. 

The  Chairman.  No  frames  were  required  to  be  set  over  a^in. 

Mr.  Weir.  That  was  in  Mr.  Sloan's  time. 

The  Chairman.  No;  during  Mr.  Arnold's  time? 

Mr.  Weir.  No;  none  while  Mr.  Arnold  was  there.  We  had  to 
relay  the  floor.  The  floor  was  not  satisfactory  at  first  there,  because 
there  were  several  errors  in  it  that  spoil  lots  of  timber.  So  after 
Mr.  Sloan  had  left  we  redesigned  the  ship  practically  on  the  floors; 
that  is,  we  drew  it  up  better. 

The  Chairman.  Do  you  know  the  type  of  these  ships  that  were 
being  built? 

Mr.  Weir.  The  Ferris  type. 

The  Chairman.  They  were  in  some  respects  similar  to  the  ships 
that  were  being  built  here? 

Mr.  Weir.  No;  you  couldn't  say  that.  Of  course,  some  of  the 
upper  part  of  the  ship  was  similar,  but  the  rest  was  a  good  deal 
different  ? 

The  Chairman.  Not  as  strong? 

Mr.  Weib.  No;  not  to  my  eyes;  no. 

The  Chairman.  Shorter  timbers ;  shorter  planks  ? 

Mr.  Weir.  It  had  not  gotten  suflScient  pressing  in  to  hold  the 
stiffness. 

The  Chairman.  As  a  man  familiar  with  ship  construction,  in 
your  opinion,  which  would  make  the  more  seaworthy  ship,  assuming 
both  to  be  well  built  and  constructed,  the  Ferris  type  or  the  type  of 
which  which  has  been  constructed  at  the  Pacific  American  Fisheries 
yard? 

Mr.  Weir.  Well,  this  type  here  is  a  far  stronger  ship.  One  reason 
is  that  it  has  one  eighth  more  fastenings  in  it  than  the  Ferris  ship 
has. 

The  Chairman.  After  Mr.  Sloan  left  and  Mr.  Arnold  took  charge 
you  say  that  there  were  very  few  defects  which  you  discovered; 
that  is,  no  material  work  which  you  had  to  order  done  over  again? 
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Mr.  Weir.*  Yes ;  that  is  right. 

The  Chairman.  Now,  you  were  there  for  a  short  time  after  Mr. 
Sloan  returned.  Was  there  any  work  then  which  you  required  to 
be  done  over  a^in  ? 

Mr.  Weir.  Yes;  there  were  quite  a  lot  of  things  happened  after 
Joe  got  back  again.  He  immediately  proceeded  to  break  up  the  or- 
ganization as  it  was  and  paid  no  attention  to  any  plans  or  specifica- 
tions or  orders,  or  anything  else,  but  he  proceeded  on  his  own  initia- 
tive, which,  of  course,  immediately  started  something. 

The  Chairman.  And  you  took  steps  to  see  that  the  work  which 
was  done  as  a  result  of  that  should  be  done  over  again,  if  in  your 
opinion  it  was  not  satisfactory? 

Mr.  Weir.  That  is  it;  yes. 

The  Chairman.  Now,  what  was  there  that  you  required  to  be 
done  over  again  after  he  returned? 

Mr.  Weir.  Oh,  I  don't  know.  There  was  several  things  there. 
For  instance,  on  the  keelson  of  one  ship  there  he  had  the  scarves  cut 
wrong,  which  I  objected  to. 

The  Chairman.  They  were  cut  wrong? 

Mr.  Weir.  They  were  cut  wrong,  and  we%objected  to  that,  and 
held  up  the  ship  for  a  few  days,  but  it  .was  overruled  by  Magee.  I 
persisted  that  we  did  not  put  sufficient  fastening  in  the  ship,  and 
it  was  overruled  by  Magee.  We  ordered  the  Fastenings  dinerent 
from  the  customary  building  of  ships,  which  was  sanctioned  by 
Magee,  and  lots  of  other  things  like  that. 

The  Chairman.  So  that  the  second  time  Mr.  Sloan  was  there  the 
work  which  you  rejected  was  permitted  to  remain  because  of  Mr. 
Ma^ee's  approval  of  it  in  spite  of  your  objection? 

Mr.  Weir.  That  is  the  idea. 

The  Chairman.  Now,  there  was  this  difference,  Mr.  Weir,  in  Mr. 
Sloan's  capacity ;  the  first  time  there  he  was  the  superintendent  for 
the  Sloan  Shipyard  Corporation,  was  he  not? 

Mr.  Weir.  Well,  not  wie  way  I  understood  it.    I  understood  that 

!  was  the  president  of  the  Anacortes  Shipbuilding  Co. 

The  Chairman.  And  they  had  a  contract  with  the  Sloan  Ship- 
yard Corporation? 

Mr.  Weir.  Yes.   * 

The  Chairman.  The  second  time,  when  he  came  back  there,  he 
was  appointed  by  the  Shipping  Board,  or  the  Fleet  Corporation? 

Mr.  Weir-  Yes. 

The  Chairman.  And  with  reference  to  securing  materials  the 
second  time  he  got  there,  did  they  come  along  any  quicker? 

Mr.  Weir.  No;  not  a  bit. 

The  Chairman.  It  was  just  the  same? 

Mr.  Weir.  Just  the  same,  or  worse  than  ever,  I  think. 

The  Chairman.  Worse  the  second  time,  when  he  was  acting  as 
renresentative  of  the  Fleet  Corporation,  than  it  was  before? 

Mr.  Weer.  Yes. 

The  Chairman.  And  you,  of  course,  called  the  delays  to  the  at- 
tention of  the  district  office  at  Seattle? 

Mr.  Weir.  Oh,  several  times. 

The  Chairman.  And  did  material  come  as  a  result  of  your  re- 
ports? 
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Mr.  Weir.  It  made  no  difference  at  all. 

The  Chairman.  Now,  will  you  state  how  it  happened  that  you 
were  assigned  to  Grays  harbor? 

Mr.  Weir.  Well,  that  I  don't  know.  I  am  at  a  loss  to  know  about 
that.    I  was  simply  wired  to  come. 

The  Chairman.  It  was  not  on  your  request  for  a  change  of  as- 
si^iment? 

Mr.  Weir.  No;  not  a  bit  of  it 

The  Chairman.  You  did  not  ask  to  be  sent  anywhere  else? 

Mr.  Weir.  No.  I  had  my  family  at  that  time  living  in  Anacortes, 
aAd  I  had  no  desire  to  change. 

The  Chairman.  And  the  first  thing  you  knew  was  when  the  dis- 
trict office  asked  you  to  come  to  Grays  Harbor? 

Mr.  Weir.  Yes. 

The  Chairman.  And  vou  said  you  would  resign  rather  than  go 
there  ? 

Mr.  Weir.  That  is  the  idea. 

The  Chairman.  And  the  reason  for  you  not  wanting  to  go  there 
was  because  of  reports  that  had  come  to  you  as  to  the  conditions 
down  there?  * 

Mr.  Weir.  Yes.  In  other  words,  it  would  be  jumping  from  the 
frying  pan  into  the  fire,  you  might  say. 

The  Chairman.  Where  did  those  reports  come  from — from  any- 
body in  the  Fleet  Corporation  ? 

Mr.  Weir.  Well,  I  presume  they  came  from  different  traveling 
inspectors  that  came  through,  and  different  hearsays,  you  know. 

The  Chairman.  What  were  the  conditions  down  there  that  caused 
you  to  decline  to  go  there? 

Mr.  Weir.  Well,  for  the  reason  that  the  inspectors  down  there 
had  no  voice  in  the  matter  at  all.  They  were  just  simply,  as  near  as 
I  could  hear  from  them,  figureheads  down  there. 

The  Chairman.  They  were  under  the  charge  of  the  district 
officer? 

Mr.  Weir.  Yes,  sir.  But  from  the  way  I  understood  it  from  hear- 
say, that  didn't  make  any  difference  down  there. 

The  Chairman.  Well,  that  got  to  be  the  condition  with  you  at  the 
Anacortes  yard,  during  the  latter  part  of  your  time  there,  did  it 
not? 

Mr.  Weir.  Oh,  yes. 

The  Chairman.  The  recommendations  that  you  made  were  turned 
down? 

Mr.  Weir.  Oh,  yes. 

The  Chairman.  That  was  while  Capt.  Magee  was  in  charge  of  the 
wood  ser^tion? 

Mr.  Weir.  Yes. 

The  Chairman.  Then  he  sent  you  to  the  Pacific  American  Fish- 
eries yard  here,  where  you  have  been  since? 

Mr.  Weir.  Yes. 

The  Chairman.  And  you  have  had  no  difficulty  with  the  district 
office  on  any  recommendations  that  you  have  made  here  ? 

Mr.  Weir.  Not  with  the  district,  or  with  the  company  here,  either. 

The  Chairman.  And  you  have  made  no  recommendations  as  to 
changes  in  construction  which  have  occasioned  delay  ? 
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Mr.  Weir.  No.  Any  changes  that  I  have  suggested  with  this  com- 
pany have  been  mostly  all  carried  out. 

The  Chairman.  And  they  have  met  with  the  approval  of  the  dis- 
trict office? 

Mr.  Weir.  Yes,  sir. 

The  Chairman.  No  considerable  amount  of  material  or  equip- 
ment which  you  have  inspected  has  had  to  be  rejected? 

Mr.  Weir.  No  ;  very  little. 

The  Chairman.  That  includes  engines  and  rigging? 

Mr.  Weir.  Not  engines ;  only  the  rigging  and  woodwork. 

The  Chairman.  You  do  not  inspect  the  machinery  ? 

Mr.  Weir.  No  ;  we  have  another  inspector  here  for  that  purpose. 

The  Chairman.  And  you  do  not  inspect  the  rigging,  Mr.  Weir? 

Mr.  Weir.  Yes;  I  do;  all  he  inspects  is  the  engine  work-r-that  is, 
pertainiDg  to  the  steam. 

The  Chairman.  The  power? 

Mr.  Weir.  Yes;  the  power  part  of  it:  and  I  look  out  for  the  rest 
ot  it. 

The  Chairman.  Did  you  at  any  time  make  any  recommendation 
here  as  to  changing  wood  rudders  to  steel  rudders? 

Mr.  Weir.  Not  me;  no.    I  objected  to  it  when  they  proposed  it. 

The  Chairman.  You  knew  that  change  was  proposed? 

Mr.  Weir.  Yes.    I  objected  to  that  change. 

The  Chairman.  You  objected  to  it? 

Mr.  Weir.  Yes;  1  objected  to  that  change. 

The  Chairman.  At  the  time  you  left  the  Anacortes  yard  had  any 
riffginff  been  delivered? 

Mr.  Weir.  No  ;  I  did  not  notice  any ;  no  rigging. 

The  Chairman.  Had  any  of  the  power  equipment — the  engines  or 
boilers — been  delivered? 

Mr.  Weir.  No  ;  the  only  thin^  that  had  arrived  there  was  a  lot  of 
plumbing  goods  in  boxes,  and  also  some  electrical  goods  in  boxes. 

The  Chairman.  Those  did  not  come  within  your  jurisdiction  to 
inspect? 

Mr.  Weir.  No  ;  they  were  all 

The  Chairman.  In  the  original  packa^  ? 

Mr.'WEiR.  Yes ;  they  were  all  in  the  original  packages. 

The  Chairman.  And  the  ship  was  not  ready  for  them  to  be  put  in? 

Mr.  Weir.  Oh,  no :  it  would  not  be  ready  yet. 

The  Chairman.  How  old  are  you,  Mr.  Weir? 

Mr.  WrjR.  Well,  I  will  be  40  years  of  age  in  a  couple  of  months 
from  now. 

The  Chairman.  Will  you  please  state  what  shipbuilding  concerns 
you  worked  with? 

Mr.  Weir.  Well,  sir,  I  started  to  serve  my  time  in  the  Union  Iron 
Works,  at  San  Francisco,  in  1893, 1  think.  Then  I  worked  for  Hay 
4  Wright,  at  Alameda,  and  for  John  Dickey ;  for  Mathew  Turner, 
of  Benecia,  and  for  Dixon,  of  Eureka.  Then  I  also  followed  the  sea 
for  a  few  years  as  a  gas  engineer.  I  have  unlimited  papers  as  a  gas 
enpneer.  During  a  part  of  my  late  career  I  was  with  the  Pittsburgh 
Testing  Laboratory,  at  Philadelphia,  and  I  have  testimonials  from 
them,  and  also  from  the  work  that  I  was  on  in  Oregon — on  The 
Balles-Celio  Canal.  I  also  owned  and  conducted  a  machine  shop  in 
Seattle  for  a  period  of  a  few  years. 
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The  Chairman.  So  you  have  had,  you  might  say,  a  general  ex- 
perience in  connection  with  shipbuilding  in  its  various  phases  ? 

Mr.  Weir.  Yes,  sir.  ' 

The  Chairman.  And  you  have  had  experience  at  sea? 

Mr.  Weir.  Yes,  sir. 

The  Chairman.  Had  you  ever  acted  as  inspector  prior  to  your 
going  to  work  for  the  Fleet  Corporation? 

Mr.  Weir.  Yes ;  for  the  Pittsburg  Testing  Laboratories. 

The  Chairman.  That  was  inspecting  what? 

Mr.  Weir.  That  was  inspecting  machinery? 

The  Chairman.  Machinery  that  was  sent  there  ? 

Mr.  Weir.  Yes ;  also  the  lock  gates.  I  was  a  }'^ear  at  the  Dalles- 
Celio  Canal,  inspecting  those  lock  gates. 

The  Chairman.  Did  you  at  any  time  inspect  for  the  Shipping 
Board  the  work  at  Olympia  of  the  Sloan  Shipyard  Corporation! 

Mr.  Weir.  No. 

The  Chairman.  You  never  visited  those  yards  as  an  inspector? 

Mr.  Weir.  No  ;  I  have  never  been  there. 

The  Chairman.  I  have  no  further  questions. 

Mr.  Kelley.  When  you  find  something  in  the  yard  which  does  not 
meet  with  your  approval,  and  you  make  certain  recommendations  to 
the  builder  which  he  does  not  concur  in,  what  is  the  next  step? 

Mr.  Weir.  Well,  in  a  case  like  that,  for  any  recommendation,  that 
is,  of  any  improvement.  I  always  take  it  up  with  the  contractor, 
generally  through  the  loreman  or  manager  here,  like  Mr.  Simon, 
and  I  also  tell  him  that  I  am  writing  this  to  the  Shipping  Board. 
Then  we  depend  on  their  decision  down  there  as  to  my  recommen- 
dation ;  as  to  the  way  it  goes.  Of  course,  on  small  details  and  stuff 
like  that,  we  simply  adjust  them  right  here  in  the  yard,  and  do  not 
bother  the  board  down  there,  because  they  don't  seem  to  be  bothered 
much  with  small  stuff  like  that;  just  these  differences  up  in  the 
yard.  Of  course,  since  I  have  come  here  I  have  made  a  great  many 
changes  jn  these  ships  from  the  first  ship.  It  is  safe  to  say  that  90 
per  cent  of  the  recommendations  I  have  made  have  been  accepted 
by  the  board  and  passed. 

Mr.  Kelley,  Pending  the  time  when  you  might  have  a  decision 
from  the  district  office,  was  all  the  work  stopped  right  there? 

Mr.  Weir.  No.  Well,  as  a  rule  we  generally  worked  around  it, 
so  it  does  not  Really  delay  the  ship  at  all.  These  things  are  gener- 
ally thought  out  a  little  bit  in  advance.  We  don't  wait  until  we  get 
right  on  top  of  it.  Of  course,  if  the  thing  is  done,  or  something 
like  that,  and  we  see  that  there  is  an  error  in  it,  or  something  like 
that,  we  let  it  go  if  it  is  not  of  any  serious  nature,  of  course,  and 
then  on  the  ne^rt  ship  we  put  this  improvement  on,  which  we  think 
would  be  a  good  thing.    That  is  the  way  those  things  are  worked. 

Mr.  Kelley.  The  contractor  might  be  willing  to  take  his  chances 
of  having  his  work  approved  by  the  district  office  and  ignore  the 
recommendations  of  the  inspector  entirely,  I  suppose? 
Mr.  Weir.  Oh,  yes ;  there  would  be  a  chance  like  that,  of  course. 
Mr.  Kelley.  Now,  in  this  case  of  Grays  Harbor,  where  the  de- 
cisions of  the  inspectors  were  overruled — ^it  is  your  understanding 
that  the  contractor  went  right  ahead? 
Mr.  Weir.  Yes. 
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Mr.  Kelley.  And  practically  igngred  the  inspector  entirely? 

Mr.  Weir.  Yes. 

Mr.  Kelley.  And  relies  upon  the  district  office,  Mr.  Weir,  to  get 
by  with  it? 

Mr.  Weir.  To  get  by  with  it;  yes.  That  is  what  they  do  there. 
The  American  Bureau,  which  these  ships  are  presumed  to  be  under 
the  insj)ectioii  of,  were  strictly  ignored  and  chased  out  of  the  yard. 

Mr.  Kelley.  What  is  that? 

Mr.  Weir.  The  American  Bureau  inspectors  were  chased  right 
out  of  the  yard.  They  told  them  they  did  not  care  anything  about 
them.  The  ships  got  to  Seattle,  and  were  accepted,  and  went  to  sea, 
tnd  one  was  lost,  by  gosh,  on  the  first  trip  down. 

Mr.  Hadley.  You  said  that  the  matters  that  you  have  related 
with  reference  to  the  Grays  Harbor  Motor  Ship  Co.  are  upon  hear- 
Mr. Weir.  Yes,  sir;  hearsay. 

Mr.  Hadley.  Are  you  able  to  advise  the  committee  of-  the  names 
of  any  persons  or  individuals  from  whom  you  have  such  informa- 
tion, who  purported  to  have  knowledge  of  the  facts? 

Mr.  Weir.  No.  Of  course,  now,  in  regard  to  giving  any  names, 
I  have  heard  that  thing  so  many  times,  from  so  many  different  peo- 
ple, and  the  American  Bureau  people  could  tell  you.  Capt.  Rice,  in 
there,  or  Capt.  Frees,  can  tell  you  those  things. 

Mr.  Hadley.  That  is  all.     , 

Mr.  Kelley.  Do  you  happen  to  know  of  any  inspectors  who  served 
down  there  recently,  whom  we  might  reach? 

Mr.  Weir.  Since  I  left  Anacortes,  there  has  been  about  five  in- 
spectors down  there. 

Mr.  Kelley.  I  do  not  mean  Anacortes.  I  am  speaking  of  Grays 
Harbor.  I  mean  inspectors  whose  judgment  was  set  aside  by  the 
district  office? 

Mr.  Weir.  Now,  I  couldn't  really  recall  any  of  the  names  of  them 
down  there. 

Mr.  Kelley.  We  could  get  them  from  the  district  office  itself? 

Mr.  Weir.  Yes. 

Mr.  Kelley.  The  names  of  the  inspectors  who  worked  there? 

Mr.  Weir.  Yes;  you  could  get  that,  of  course.  There  are  a  good 
many  of  them,  of  course,  that  are  not  in  the  employ  any  more.  They 
have  let  them  out. 

Mr.  Kelley.  Was  there  any  personal  feeling,  as  far  as  you  knew, 
between  Mr.  Sloan  and  Mr.  Blain  that  would  make  it  difficult  for 
them  to  cooperate  together? 

Mr.  Weir.  Xo;  I  never  knew  of  it,  only  just  through  hearsay — 
just  through  political  reasons,  you  know,  that  there  was  any  diffi- 
culty. 

Mr.  Kelley.  They  are  on  the  opposite  side  of  the  political  fence  ? 

Mr.  Weir.  Yes,  sir. 

Mr.  Keli^ey.  And  both  acted  in  politics  in  this  locality  ? 

Mr.  Weir.  Yes;  especially  Mr.  Sloan,  as  you  know,  Mr.  Hadley, 
your  ex-opponent  there. 

Well.  I  will  be  glad  to  give  you  any  information  you  want,  and  I 
could  give  it  to  you  accurately  if  absolutely  necessary. 

The  Chairman.  Just  a  single  question,  Mr.  Weir :  Did  any  of  the 
inspectors  that  you  talked  with,  or  who  talked  with  you,  about  Grays 
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Harbor  conditions  complain  as  to  the  attitude  of  the  district  office 
with  reference  to  what  was  going  on  down  there? 

Mr.  Weir.  The  only  thing  I  Can  remember  is  that  they  never  got 
very  good  satisfaction  out  of  the  office. 

The  Chairman.  They  brought  these  things  to  the  attention  of  the 
office,  and  the  office  apparently  did  not  see  fit  to  follow  their  recom- 
mendation? 

Mr.  Weir.  It  seems  that  that  is  about  the  size  of  it. 

The  Chairman.  That  is  what? 

Mr.  Weir.  That  is  about  the  substance,  of  the  thing.  All  I  can  tell^ 
of  course,  is  what  I  absolutely  know  myself. 

.  The  Chairman.  That  is  all  we  want  to  ask  you  about,  but  that  is 
the  understanding  you  got  from  conversations  you  had  with  the  men 
down  there? 

Mr.  Weir.  Yes ;  because  I  know  I  feel  the  same  way  myself  about 
different  matters  that  come  up  that  way.  That  was  the  object  of  this 
thing,  according  to  the  contract  and  everything  else — ^to  deliver  a 
good  ship. 

The  Chairman.  Yes. 

Mr.  Weir.  And  I  felt  it  was  up  to  me  personally  not  to  have  any 
bum  work  done  if  I  could  possibly  avoid  it.  I  feel  the  same  way  yet^ 
and  I  have  done  the  same  thing  in  the  yards  here.  When  we  take  the 
ships  down  here  the  ships  are  all  right,  and  nobody  can  find  any 
fault  with  them. 

During  my  stay  at  Anacortes  the  work  we  did  there  was  not  very 
fast.  For  one  reason,  we  didn't  have  very  competent  men.  The 
reason  for  that  was  that  the  pay  was  not  sufficient,  and  the  atmos- 
phere was  not  the  best,  either.  So  Sloan  would  build  up  a  little 
platform  there  and  would  make  a  political  speech  and  give  them  hell 
in  the  yard  there,  and,  of  course,  that  didn't  get  him  anything,  you 
know.  He  would  go  down  amongst  the  men  in  the  yard  there  and 
simply  raise  hell  with  the  men  and  bust  them  all  up.  So  that  didn't 
get  him  anything  at  all. 

Mr.  Kelley.  You  do  not  think  the  Shipping  Board  should  have 
restored  him? 

Mr.  Weir.  I  don't  think  it  should  have  by  any  means  at  all. 

Mr.  Kelley.  On  account  of  the  former  controversy? 

Mr.  Weir.  Because,  as  I  previously  mentioned,  he  just  delayed 
the  game — gummed  up  the  cards. 

]Slr.  Foster.  Did  you  meet  Mr.  Tyre,  who  is  here  ? 

Mr.  Weir.  Tyre  ?     No ;  I  don't  know  him. 

The  Chairman.  He  is  the  gentleman  from  the  Shipping  Board 
who  was  here  with  us  this  morning.     The  man  who  wore  the  red  cap. 

Mr.  Weir.  Oh,  yes. 

Mr.  Foster.  Did  you  ever  see  him  before  ? 

Mr.  Weir.  No  ;  I  don't  recall  his  name.  Yes ;  he  is  in  Mr.  Acker- 
son's  office  in  Philadelphia. 

Mr.  Foster.  Yes. 

Mr.  Weir.  He  told  me  that. 

Mr.  Foster.  You  never  met  him  before? 

Mr.  Weir.  No  ;  I  never  met  him  before. 

Mr.  Foster.  That  is  all. 

The  Chairman.  I  think  that  is  all.    Thank  you,  sir. 
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Mr.  Weir.  All  right,  sir. 

Mr.  Kellet.  We  are  much  obliged  to  you,  Mr.  Weir. 

Mr.  HadIaET.  Yes,  Mr.  Weir. 

Mr.  Weir.  That  is  all  right.  Anytime  you  want  any  information 
that  I  have  I  will  be  only  too  glad  to  give  it  to  you. 

(Whereupon,  at  5.30  o'clock  p.  m.,  the  conunittee  recessed  until  7.30 
0  clock  p.  m.) 


after  recess. 

I 


The  committee  resumed  at  7.30  o'clock  p.  m.,  Hon.  Jo 
(chairman)  presiding;  also  present:  Hon.  P.  H.  Kelley,  Hon.  L.  H. 


Joseph  Walsh 

, ^_^sent:  Hon.  P.  H.  KelL 

HadHey,  and  Hon.  I.^.  Foster. 


STATEMENT  OF  IQL  LOTTIS  H.  SIMON,  SHIPYABD  MANAGES, 
PACIFIC  AMERICAN  FISHERIES,  BELUNOHAM,  WASH. 

The  Chairman.  Mr.  Simon,  will  yon  please  give  your  full  name  to 
the  stenographer? 

Mr.  &MON.  Louis  H.  Simon. 

The  Chairman.  What  position  do  you  hold  with  the  Pacific 
American  Fisheries? 

Mr.  Simon.  Shipyard  manager. 

The  Chairman.  And  for  how  long  have  you  been  acting  in  that 
caDacity  ? 

Mr.  Simon.  I  joined  the  firm  on  the  1st  of  February,  a  year  ago 
last  February.    That  was  in  1918. 

The  Chairman.  At  the  time  you  became  manager  had  the  com- 
pany entered  into  a  contract  with  the  Government  for  the  construc- 
tion of  ships? 

Mr.  Simon.  I  can  not  state  whether  it  had  formally  been  closed  or 
not;  but  I  think  it  had. 

The  Chairman.  Had  it  started  the  construction  of  ships? 

Mr.  Simon.  There  was  one  ship  that  had  been  started.  That  is 
what  we  called  No.  7  ship.  That  was  the  Cruso.  They  had  started 
her;  they  had  laid  the  keel  and  prepared,  and  if  they  had  not  been 
awarded  the  contract  they  intended  to  build  her  for  their  own  ac- 
count ;  but  if  she  had  been  built,  it  would  have  been  with  a  flush  deck. 

The  Chairman.  Then  you  had  nothing  to  do  with  preparing  the 

rifications  or  the  form  of  the  contract,  which  was  submitted  to 
Government? 
Mr.  Simon.  Well,  in  a  way  I  had.  The  previous  year,  the  pre- 
vious fall,  I  was  interested  in  the  Seattle  Machine  Works  as  assist- 
ant manager.  The  Seattle  Machine  Works  had  built  the  engines 
'for  the  previous  vessels  for  the  Pacific  American  Co. ;  that  is,  the 
smaller  vessels,  and  at  that  time  they  thought, they  had  closed  up 
for  some  ships ;  that  is,  withr  the  cooperative  management  of  the 
Shipping  Board,  and  they  asked  me  to  come  up  and  see  what  we 
could  do  for  engines  for  those  ships.  I  think  the  contract  was 
lined  up  for  eight.  I  was  after  the  engine  business,  and  went  down 
there.  Mr.  Stockton  and  Mr.  McCord  went  down  there  to  see  if 
they  could  not  get  the  contract  modified,  so  it  would  be  suitable,  so 
that  they  would  accept  it.  I  went  down  there  by  the  time  it  had 
gone  through.    I  wanted  to  get  the  engine  plans  approved  and  tried 
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to  negotiate  for  the  job.  Of  course,  at  that  time  you  see  the  Pacific 
American  Fisheries  had  a  flat  contract,  and  they  could  buy  the  en- 
gines wherever  they  wanted  to. 

The  Chairman,   i  es,  sir. 

Mr.  Simon.  And  I  had  talked  at  that  time  with  Mr.  Cootee,  who 
was  chief  engineer  for  the  emergency  fleet,  and  submitted  the  draw- 
ings. He  was  not  unfavorable  toward  them,  and  they  adopted  some 
of  those  ideas.  The  engines  which  the  Shipping  Board  had  bought 
from  the  Maryland  Steel  Co.  were  more  complicated  and  extrava- 
gant, and  they  adopted  quite  a  few  ideas  in  these  Pacific  coast 
engines,  which  I  took  down  there^and  which  I  designed. 

The  Chairman.  The  Pacific  American  Fisheries 

Mr.  Simon.  Pardon  me  just  a  minute,  Mr.  Walsh.  You  asked  me 
a  question,  and  I  might  as  well  finish  it. 

The  Chairman.  I  beg  your  pardon.     I  though  you  had  finished  it. 

Mr.  Simon.  At  that  time,  Mr.  Drisko  had  asked  me  if  I  would 
consider  coming  up  here,  if  the  deal  went  through,  to  take  charge  of 
the  shipyard,  and  they  had  submitted  these  specifications  that  they 
had  gotten  up,  and  1  made  quite  a  few  modifications  to  suit  the 
Pacific  coast  practice.  You  see,  Ferris  had  drawn  up  these  speci- 
fications, and  they  had  simply  taken  the  standard  ideas,  but  I  had 
made  quite  a  few  suggestions,  having  been  in  the  shipbuilding 
business  for  a  number  of  years  previous,  and  I  modified  the  speci- 
fications, and- the  modifications  were  adopted  in  the  Pacific  American 
specifications. 

In  that  way,  I  was  quite  familiar  with  the  ships  when  they  did 
get  the  contract. 

The  Chairman.  Did  the  Pacific  American  Fisheries  have  options 
upon  these  engines,  practically,  while  these  negotiations  were  pend- 
ing? 

Mr.  Simon.  No;  not  as  I  remember,  Mr.  Walsh. 

The  Chairman.  But  they  had  an  arrangement  whereby  they  could 
get  those  engines  if  the  contract  was  let? 

Mr.  Simon.  Yes;  they  wanted  us  to  keep  our  capacity  open.  I 
am  speaking  now  of  the  Seattle  Machine  Works. 

The  Chairman.  Do  you  remember  when  it  was  that  the  Maryland 
St^  Co.  bought  the  plans  for  those  engines? 

Mr.  Simon.  You  mean  when  the  Shipping  Board  bought  them? 

The  Chairman.  Yes. 

Mr.  Simon.  No;  I  do  not,  but  I  recognized  some  of  the  earmarks 
of  these  drawings,  and  I  asked  Contee  right  out,  and  he  said  they 
bought  them.  It  was  a  conversation  of  that  kind,  because  all  of 
these  shipyards  in  the  East  have  certain  peculiarities  of  design,  like 
the  Cramps  and  Newport  News.  They  all  have  their  peculiarities, 
and  I  recognized  the  drawings  and  asked  him  where  he  had  gotten 
these  drawings,  and*  he  said,  "  We  bought  these  from  the  Maryland 
Steel  Co." 

The  Chairman.  Now,  in  your  opinion,  if  the  proposal  that  had 
been  submitted  to  the  Shipping  Board  bv  the  Pacinc  American  Fish- 
eries for  the  construction  of  these  ships  liad  been  accepted,  including 
the  engines,  the  details  of  which  you  are  familiar  with,  at  the  price 
submitted,  within  a  reasonable  time  after  the  contract  had  been  sent 
to  the  Shipping  Board,  would  not  the  Government  have  procured 
those  ships  at  a  much  less  cost  than  what  they  eventually  paid? 
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Mr.  Simon.  Of  course,  I  happen  to  know  what  the  contract  was. 
As  I  understand,  it  was  practically  $550,000.  That  was  the  Pacific 
American  Fisheries  contract  price.    That  is  about  right. 

The  Chairman.  Yes. 

Mr.  Simon.  The  only  question  at  that  time  was  whether  the  Pacific 
American — of  course,  none  of  us  knew  that  wages  were  going  to  take 
the  advance  tliat  they  did.  Xow,  I  do  not  know  whether  they  took 
the  precaution  to  put  a  proviso  in  that  contract  to  take  care  of  any 
raise  in  wages.  We  know  there  is  a  proviso  in  nearly  all  of  these 
^raight  contracts  now,  providing  for  increased  labor  costs. 

The  Chairman.  Yes. 

Mr.  Simon.  And  even  as  wages  have  gone  up  there  is  no  question 
but  what  they  would  have  saved  about  $100,000  on  a  ship.  I  am 
safe  in  making  that  statement,  and  they  would  have  had  ships  at  that 
time,  everything  being  much  easier,  and  they  would  have  gotten  four 
ships  a  year  earlier  than  they  did. 

The  Chairman.  From  the  Pacific  American  Fisheries? 

Mr.  Simon.  Yes ;  because  conditions  were  so  much  easier. 

The  Chairman.  Yes. 

Mr.  Simon.  Easier  in  the  machine  business,  easier  in  the  boiler 
shop,  and  everywhere  else. 

The  Chairman.  And  there  was  plenty  of  help  here  ? 

Mr.  Simon.  Without  doubt.  It  surprised  me  when  I  came  up  here. 
I  may  be  overstating  it  a  little  bit,  but  without  doubt  this  was  the 
best  labor  market  that  I  had  been  with,  and  I  was  connected  with 
Morans  for  20  years,  and  without  a  doubt  I  think  this  locality  here, 
the  labor  market  was  in  the  best  condition;  that  is,  the  amount  oi 
work  you  could  get  out  of  the  laboring  men,  and  the  class  of  work 
that  you  could  get  out  of  them,  they  being  all  men  who  were  raised 
and  who  live  here.  I  suppose  they  were  in  the  fisheries  business  and 
things  of  that  kind  before,  and  I  liave  often  been  told  by  friends 
in  the  East  about  the  fine  class  of  labor  that  we  had  up  here.  When 
the  Macy  award  came  up — and  I  talked  to  Macjr  about  that  myself 
down  at  Washington  last  summer — when  that  thing  came,  it  started 
more  damned  hell — it  boosted  them  up,  and  they  all  got  excited, 
knowing  what  they  could  claim.  That  was  the  local  condition.  No 
doubt  it  was  good  in  some  parts,  but  in  this  locality  here  it  certainly 
shot  labor  all  to  hell. 

The  Chairman.  Mr.  Simon,  had  you  had  any  controversy  or  dis- 
pute with  your  labor  here  in  this  yard  which  called  for  the  putting 
mto  effect  of  the  Macy  award? 

Mr.  Simon.  No;  as  I  remember  now,  Mr.  Walsh,  that  was  prac- 
tically forced  on  us ;  but  I  imagine  if  we  had  it  would  have  come  up 
sooner  or  later. 

The  Chairman.  Yes ;  but  your  help  had  not  threatened  any  strike  ? 

Mr.  Simon.  No. 

The  Chairman.  You  were  not  having  any  difficulties  at  all? 

Mr.  Simon.  No. 

The  Chairman.  Now,  after  the  contract  was  awarded  did  you 
experience  any  difficulties  in  the  deliveries  of  material  or  equipment? 

Mr,  Simon.  I  will  just  mention  some  of  the  difficulties  without 
going  into  it  and  looking  up  the  correspondence  and  everything. 

The  Chairman.  Yes,  sir. 
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Mr.  Simon.  One  of  the  worst  difficulties  we  experienced  was  with 
the  valves  and  fittings.  I  was  in  Chicago  last  May,  and  the  supply 
division  at  that  time  was  organized,  as  I  remember.  I  may  be  mis- 
taken just  on  the  dates,  but  they  had  a  department  in  Chicago,  and 
they  had  taken  over  the  entire  output  of  Crane  Co.  We  had  pre- 
viously made  a  contract  with  Crane  Co.  for  all  of  the  valves  and^fit- 
tings,  with  the  approval  of  the  district  officers  of  the  Shipping  Board 
in  Chicago.  It  was  embodied  in  our  contract  that  we  had  to  get  the 
approval  in  regard  to  the  price  of  them.  At  that  time  the  man  in 
charge  there — ^1  forget  who  he  was ;  there  were  several  men  that  I 
talked  with — ^he  told  me  that  the  steel  ships  were  having  the  prefer- 
ence for  this  material,  and  they  made  me  promises  for  little  dabs  of 
material.  When  I  got  out  home  again  in  nearly  every  case  those 
deliveries  failed  us,  and  the  only  way  that  we  could  keep  going  was 
to  make  the  stuff  here.    Of  course,  it  cut  out  a  certain  amount  of 

Production  in  other  ways,  but  we  could  not  lay  down.  We  had  to 
ave  the  material  and  we  simply  went  in  and  made  it. 

The  Chairman.  That  is,  the  valves  and  fittings? 

Mr.  Simon.  Yes;  the  valves  and  fittings.  We  made  all  of  our  own 
big  valves. 

The  Chairman.  Now,  was  there  any  other  difficulty? 

Mr.  Simon.  We  had  a  little  difficulty  with  treenails.  That  mate- 
rial was  all  taken  over  by  the  supply  division  of  the  Shipping  Board, 
and  they  were  trying  to  equalize  the  supply  so  as  to  be  able  to  supply 
all  of  the  yards  in  the  country.  Previous  to  that  we  had  an  arrange- 
ment with  a  firm  to  supply  treenails  for  those  other  ships,  and  we 
were  getting  good  deliveries ;  but  when  they  took  that  supply  away 
from  us  I  imagine  we  lost  a  month's  time.  But  that  was  not  very 
serious.    None  of  these  delays  has  been  very  serious. 

Another  delay  that  we  had  was  on  account  of  the  Army  stepping 
in  and  taking  over  all  of  the  straight-grain  fir  for  aeroplane  mate- 
rial.   That  probably  delayed  us  a  month. 

The  Chairman.  Now,  in  the  proposal  which  the  company  had  sub- 
mitted to  the  board  they  had  made  arrangements  or  had  options  for 
the  delivery  of  all  of  this  material  ? 

Mr.  Simon.  Oh,  yes;  on  the  lumber. 

The  Chairman,   i  es. 

Mr.  Simon.  Thej^  had  the  lumber  tied  up  for  $35,  as  I  remember 
it.    That  is  about  right. 

The  Chairman.  Yes. 

Mr.  Simon.  But  that  went  by  the  board  when  the  delay  came  along. 
There  was  $10  a  thousand  difference,  you  see,  Mr.  Walsn. 

The  Chairman.  What  delays  have  there  been  within  the  last  two 
or  three  months,  if  any  ? 

Mr.  Simon.  The  big  delay  has  been  with  the  metal  strike,  which 
delayed  the  boilers  and  engines.  There  was  a  delay  on  these  last 
two  ships.  There  was  a  delay  of  possibly  a  month  or  a  month  and 
a  half,  when  they  were  undecided  as  to  whether  they  were  going  to 
make  barges.  They  were  held  up  and  suspended;  but  we  had  a 
straight  contract  for  the  engines,  the  Seattle  Machine  Works.  Of 
course,  they  went  right  up  in  the  air.    They  were  afraid  they  were 

f^oing  to  be  left,  of  course;  that  they  might  have  to  accept  cancel- 
ations.   They  would  have  fought  it  in  the  courts  here,  and  they 
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could  hare  blocked  it.  They  went  to  work  and  took  on  some  engines 
for  Skinner  &  Eddy,  and,  as  a  business  proposition,  you  could  not 
blame  them  very  much.  They  were  held  up  in  the  air  and  they  had 
to  get  some  work  for  steel  ships. 

The  Chairman.  Are  you  familiar  with  the  Ferris  type  of  ship  ? 

Mr.  SiMOK.  To  a  certain  extent.  I  have  seen  the  drawings  and  I 
have  seen  the  ships. 

The  Chaibman.  Now,  as  to  the  engines  which  have  been  provided 
for  the  ships  built  by  the  Pacific  American  Fisheries,  are  they  adapt- 
able for  installation  in  the  Ferris  type  of  ship,  would  you  say? 

Mr.  Simon.  The  Ferris  ship  was  designated  entirely  for  single 
screw. 

The  Chairman.  Oh,  yes. 

Mr.  Simon.  I  made  the  statement  to  a  professor  in  Michigan  Uni- 
versity — ^I  have  forgotten  his  name,  but  I  made  the  statement  to 
him  in  Seattle  after  he  looked  over  one  of  our  ships,  and  I  think  it 
is  well  to  bring  it  out  at  this  time — ^that  I  did  not  think  it  is  possi- 
ble to  build  a  single-screw  ship  of  Douglas  fir  that  would  stand  up 
with  the  sort  of  construction  of  those  ships  that  will  stand  up  under 
1,400  horsepower.  You  see,  with  the  large  propeller  there  is  such 
a  lar^e  imit  of  power  and  very  often,  as  you  gentlemen  know,  an 
occasional  loose  plate,  and  you  can  imagine  the  action  on  the  soft 
wood.  I  have  talked  with  representatives  of  wooden-ship  yards,  in 
most  cases  as  to  ships  built  up  in  the  State  of  Maine,  and  that  has 
been  a  source  of  trouble  with  those  ships — the  stern  construction. 

The  Chairman.  So  that 

Mr.  Simon.  I  made  the  statement  then  to  him  that  I  did  not  think 
it  was  possible  to  build  a  ship  out  of  Douglas  fir  that  will  stand  any 
length  of  time,  with  a  single-screw  vessel,  Mr.  Walsh,  with  1,400 
horsepower.  The  Pacific  American  Fisheries  started  right  in  build- 
ing these  wooden  ships,  that  they  would  get  a  stronger  vessel  with 
twin  screws. 

The  Chaibman.  Did  the  Seattle  Machine  Works,  the  company 
with  which  you  were  connected  prior  to  your  coming  up  here,  fur- 
nish the  power  and  machinery  for  those  ships  that  they  built  before? 

Mr.  Simon.  They  did,  sir.  That  is  how  I  happened  to  get  ac- 
quainted with  them. 

The  Chairman.  That  was  a  type  of  engine  that  was  particularly 
adapted  for  this  style  of  ship  ? 

Mr.  Simon.  Excepting  with  that  increasing  power,  Mr.  Walsh. 

The  Chairman.  Yes. 

Mr.  Simon.  You  see,  the  first  ships  of  the  Pacific  American  Fish- 
eries were  500  horsepower,  each  side,  and  then  750. 

The  Chairman.  6yt  they  were  designed  for  this  type  of  ship, 
were  they  not  ? 

Mr.  Simon.  Yes,  sir. 

The  Chairman.  I  think  that  is  all  I  have  to  ask.  Have  you  any 
questions,  Mr.  Kelley? 

Mr.  Kellet.  I  do  not  think  of  an3rthing. 

Mr.  Simon.  That  point  I  make  about  the  twin-screw  proposi- 
tion— — 

The  Chairman.  Mr.  Simon,  Mr.  Drisko  and  I  went  down  into  the 
engine  room  and  into  the  hold  of  the  ship,  and  he  explained  this 
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double-screw  plan  to  me  quite  tlioroughly.    It  seems  to  me  that  the 
shaft  goes  through  a  long  cast-iron  tube/ 

Mr.  Si3iON.  Yes,  sir. 

The  Chairman.  On  either  side  of  the  keelson  ? 

Mr.  Simon.  Yes,  sir. 

The  Chairman.  And  he  said,  in  placing  the  single  shaft  there, 
that  the  keelson  at  different  places  would  have  to  be  cut  away,  which, 
of  course,  would  weaken  it,  and  then  the  tremendous  pressure,  just 
in  the  center  of  the  ship,  at  the  stem,  would  shake  that  teel. 

Mr.  Simon.  You  see,  this  fir  softens  up. 

The  Chairman.  Where  it  is  joined  there,  because  of  the  tremen- 
dous strain  upon  it. 

^Mr.  Simon.  That  was  Prof.  Sadler  that  I  had  reference  to.  I  sent 
him  a  photograph  of  these  sterns,  too,  but  he  never  acknowledged  it. 
He  may  never  have  gotten  it.  Of  course,  naval  architects  are  not 
yerj  much  interested  m  wooden  vessels. 

The  Chairman.  Was  this  Prof.  Sadler  connected  with  the  Fleet 
Corporation  of  the  Shipping  Board  ? 

Mr.  Simon.  Yes,  sir ;  he  was  naval  architect.  You  know,  that  is 
only  a  year  ago  when  I  pointed  out  those  points  to  him. 

The  Chairman.  That  was  after  you  had  started  construction  on 
the  ships? 

Mr.  Simon.  Oh,  yes.    We  were  delivering  ships  then,  sir. 

The  Chairman.  Now,  referring  to  the  material  that  you  have  there 
in  the  yard  at  present,  some  of  it  was  delivered  on  the  expectation 
that  you  might  make  two  more  ships? 

Mr.  Simon.  Well,  there  are  these  knees,  for  instance. 

The  Chairman.  Yes. 

Mr.  Simon.  They  were  very  diflScult  to  get.  You  do  not  know  how 
these  things  are  gotten,  do  you  ? 

The  Chairman.  No  ;  I  do  not. 

Mr.  Simon.  These  fir  trees  grow  on  the  side  of  a  hill,  and  the  roots 
practically  go  at  right  angles  to  the  contour  of  the  ground.  The 
tree  starts  up  that  way  [indicating],  and  it  makes  a  right  angle. 
You  know,  they  experienced  a  shortage  of  labor  in  the  woods  here 
about  a  year  or  two  ago,  and  it  was  hard  to  get  men  to  do  that  kind 
of  work,  and  it  was  a  case  of  ordering  it  ahead.  I  spoke  with  the 
contract  manager  for  the  Shipping  Board,  in  Mr.  Ferris's  office,  and 
he  told  me — as  I  remember  it  now,  he  said,  "  I  have  two  contracts  all 
made  out  for  your  people,  as  soon  as  I  get  orders  from  Mr.  Heyworth 
to  release  them."  You  would  not  want  anything  better  than  that, 
sitting  in  a  man's  office  there. 

Have  you  gentlemen  met  the  chief  engineer  of  Moran  Bros.,  Mr. 
Bullion  ? 

The  Chairman.  No. 

Mr.  Simon.  I  worked  with  him  for  four  years,  and  Mr.  Stockton 
made  the  statement  there  in  Mr.  Ferris's  office  to  him.  He  was 
the  assistant  to  Mr.  Ferris.  We  were  at  Philadelphia  last  fall,  and 
we  were  discussing  the  profit  on  shipbuilding.  They  had  cut  it 
down.  They  wei'e  offering  us  thirty  or  thirty-five  tliousand,  as  I 
remember  it,  and  this  man  helped  to  get  the  price  down,  and  it 
was  his  idea,  on  account  of  the  double  shifts  and  all  of  those  things 
in  the  yard — later,  in  the  steel  yard,  that  applied  too— he  considered 
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that  5  per  cent  was  ample ;  he  was  getting  as  much  out  of  the  plant 
as  10  per  cent  would  have  been  previously,  because  he  was  getting 
a  larger  output  out  of  the  yard.  Mr.  Stockton,  being  a  keen  trader, 
thought  the  price  was  rather  low,  and  he  said :  "  Five  per  cent  looks 
low;  10  per  cent  has  been  the  lowest  that  any  shipyard  has  ever 
built  for."  Stockton  said :  "  Now,  Ferris,  these  are  better  ships ; 
we  are  very  proud  of  the  ship^."  And  Ferris  says :  "  Why,  they  are 
all  built  American  bureau  classification;  there  is  no  difference  in 
them."  I,  naturally,  smiled,  and  Mr.  Bullion  said,  "Pardon  me, 
ilr.  Ferris,"  he  said,  "  building  wooden  ships  " — probably  you  gentle- 
men will  meet  Mr.  Bullion ;  he  is  back  there  again  with  Mr.  Acker- 
son— he  says  that  building  a  wooden  ship  depends  entirely  upon 
the,  individual  that  is  building  the  ship,  referring  to  the  firm,  and 
emphasized  the  fact  that  it  depended  so  much  on  the  organization. 

But  Ferris  looked  at  the  thing  in  just  a  cold-blooded  way,  like  a 
steel  ship.  Of  course,  there  is  not  so  much  to  a  steel  ship  as  there  is 
to  a  wooden  ship.  It  depends  more  on  the  workmen  in  the  wooden 
ship.  He  considered  that  point,  and  you  can  imagine  how  sure  we 
were — there  they  were  cracking  up  our  ships,  and  the  district  offi- 
cials were  all  satisfied  with  the  vessels  whenever  they  came  up.  Mr. 
Pigott  was  in  charge  of  the  wood-ship  construction,  and  they  were 
all  thoroughly  well  pleased  with  our  work. 

We  had  the  Oakwood  at  the  yard,  and  they  could  see  the  finished 
article  in  those  ships.  They  knew  the  ships  were  right,  and  it  justi- 
fied the  firm  in  buying  this  material. 

Mr.  Kelley.  What  did  you  do  with  that? 

Mr.  Simon.  We  think  the  Shipping  Board  is  entitled  to  pay  for 
it,  but  they  wanted  to  put  it  in  the  form  of  a  claim.  We  were  acting 
as  the  Shipping  Board  agents  at  the  time  this  material  was  bought, 
but  Mr.  Tyre  took  exception  to  it,  and  he  wanted  to  throw  it  into 
the  claim  department,  and  I  said :  "  I  don't  think  Mr.  Deming  will 
put  anything  in  the  claim  department."  I  said :  "  This  is  one  yara 
that  is  going  to  be  without  a  claim  or  anything  of  the  kind,  and  we 
have  not  made  a  claim  on  anything." 

Xow,  gentlemen,  this  corporation  is  without  a  doubt  the  cleanest 
one  that  I  have  ever  had  anything  to  do  with.  Of  course,  I  have 
not  been  with  them  so  lonff,  but  if  there  is  any  question  or  anythiag 
vou  want  to  know  about,  1  will  be  glad  to  give  you  the  information. 
'They  always  take  the  dirty  end  of  it.  I  never  saw  an  outfit  like  it. 
Of  course,  you  have  seen  Mr.  Deming,  and  you  know  what  kind  of 
a  man  he  is. 

Mr.  Keixey.  He  is  a  fine  man. 

The  ChairmXx.  W^ere  any  delays  encountered  which  resulted 
from  controversies  with  inspectors  of  the  Shipping  Board? 

Mr.  Simon.  There  have  been  a  few  small  difficulties,  but  I  made  a 
lot  out  of  them  at  the  time.  Of  course,  it  is  my  business  to  do  that, 
but,  generally  speaking,  there  have  not  been  very  many  serious  diffi- 
culties. There  have  been  some  small  ones,  of  course,  and  with  the 
Government's  way  of  doing  business,  it  did  cause  delays,  but  there 
has  been  nothing  of  consequence,  Mr.  Walsh. 

Of  course,  they  have  had  some  trouble  there  in  getting  experi- 
enced inspectors.  In  a  great  many  cases  these  inspectors  have  been 
taken  from  the  operating  end,  and  they  have  never  been  on  the^ 
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construction  end.  There  is  a  criticism  due  them  there;  but  Mr. 
Frick,  being  a  practical  man,  of  course,  knows  the  importance  of  it. 
He  is  on  a  different  side  of  the  house  from  Capt.  Blain,  Mr.  Frick 
being  a  practical  constructor,  and  Capt.  Blam  coming  from  the 
operating  end. 

There  is  very  little  criticism  due  to  the  board  there,  but  it  is  like 
everything  else,  they  have  been  hard  to  get,  and  that  has  caused 
some  delay. 

Another  thing :  Of  course,  now  since  the  armistice,  nearly  all  the 
good  men  are  leaving  the  board,  and  a  lot  of  new  men  are  coming  in, 
and  they  try  to  inject  personal  ideas  into  these  ships. 

Mr.  Kelley.  That  is,  they  still  change  the  specifications  of  the 
ships  from  time  to  time? 

Mr.  Simon.  There  is  a  proviso  in  the  contract  as  to  orders  from  the 
district  manager,  but,  of  course,,  these  subordinates,  like  the  men 
in  charge  of  the  wood-ship  construction,  will  sign  the  district  man- 
ager's  name  to  do  so  and  so,  and  it  is  black  and  white,  so  far  as  we 
are  concerned ;  but  in  a  great  many  instances,  if  we  think  it  is  serious 
enough,  we  do  carry  it  over  their  heads,  and  they  will  decide  it  that 
way  and  reject  it.  There  have  been  a  great  many  cases  where  I 
thought  they  amoimted  to  enough  to  carry  them  down  the  line;  but,  of 
course,  you  know  how  these  men  feel,  if  you  go  over  their  heads. 
Take  Frick  there.  One  or  two  instances  have  come  up,  and  he  knows 
the  game.  Capt.  Blain,  the  same  way.  On  all  of  the  few  things  that 
I  took  up  to  him,  he  was  all  right.  He  did  not  want  to  throw  away 
money ;  out,  as  I  say,  these  inspectors  will  try  to  inject  personal 
ideas  into  these  ships. 

.  The  Chairman.  Were  there  any  delays  resulting  from  changes 
in  specifications  from  the  home  office  of  the  fleet  corporation,  or 
from  the  district  manager? 

Mr.  Simon.  No;  there  have  not  been.  Just  little  minor  changes. 
No ;  there  has  not  been  anything  at  all,  sir. 

The  Chairman.  So  that  the  ship  that  we  saw  to-day,  the  Clio^  is 
substantially  a  duplicate  of  the  other  ships  which  have  been  de- 
livered, as  far  as  the  interior  furnishings  and  fittings  and  design 
are  concerned  ? 

Mr.  Simon.  Yes,  sir.  A  number  of  changes  have  been  made  in 
the  way  of  gun  mountings,  which  you  would  expect  them  to  elimi- 
nate. They  have  been  eliminated.  The  first  ship  came  out  with  the 
crow's  iiest  up  in  the  mast.  AVe  think  they  might  as  well  leave  them 
off  and  get  the  junk  values  out  of  them.  That  is  just  what  any  busi- 
ness man  would  have  done. 

The  Chairman.  And  the  same  with  the  mountings  for  the  guns? 

Mr.  Simon.  The  same  thing. 

The  Chairman.  What  speed  do  these  ships  make? 

Mr.  Simon.  You  see,  we  do  not  run  these  ships  enough  to  properly 
limber  them  up. 

Have  you  gentlemen  run  across  a  man  by  the  name  of  Smith,  a 
special  investigator  sent  out  from  the  home  office  ?  He  is  from  up  in 
your  country.  He  used  to  run  a  shipyard  on  the  Lakes.  He  visited 
the  Northwest,  and  he  came  up  to  visit  our  plant.  He  just  remained 
there  and  saw  the  trial  of  the  Bohrinq,  That  is  run  after  we  get  the 
receipt  for  the  ship,  after  she  is  loaded,  and  she  did  better  than  "" 
knots  loaded. 
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The  Chairman.  What  does  the  contract  call  for  ? 

Mr.  Simon.  Approximately  10  knots  sea  speed.  One  fault  with 
these  ships  was  the  water  tube  boilers.  You  could  not  get  quite  the 
efficiengr  out  of  them  that  you  would  out  of  the  Scotch  marine  boil- 
ers. We  tried  to  get  the  Scotch  marine  boilers  approved,  and  the 
leaison  for  their  rejection,  they  told  us — I  think  at  that  time  Mr. 
Pigott  was  in  charge — that  they  wanted  to  save  the  Scotch  boiler 
capacity  of  the  ships  for  the  steel  ships.  It  was  just  nip  and  tuck  to 
get  boilers  and  anything  else  for  the  steel  ships*  and  the  steel  ships 
naturally  got  the  iJest  of  it.  They  were  the  biggest  carriers,  and  that 
applied,  as  I  told  you  at  the  start,  in  the  valves  and  fittings.  I  think 
it  was  good  business  to  do  it.  I  think  all  of  us  are  agreed  as  to  that. 
They  were  the  biggest  carriers,  and  we  were  all  after  getting  the  ton- 
nage. 

The  Chairman.  Well,  sir,  that  is  all  I  have. 

Mr.  Kelley.  Have  you  any  suggestions  as  to  the  proper  method 
of  disposing  of  the  hulls  on  hand  in  all  of  these  yards  now  ? 

Mr.  Simon.  I  would  like  to  see  them  put  in  sailing  vessels  and 
barges,  and  actually  get  some  of  the  barges  in  commission.  Now,  as 
I  understand  it,  the  Shipping  Board  has  tow  boats.  They  had  some 
tow  boats  built.  That  is  what  I  understood.  I  should  think  the 
operating  department  ought  to  get  some  of  these  barges  in  commis- 
sion.  There  are  a, number  of  them  lying  in  Lake  Union  now. 

The  Chairman.  That  is,  down  in  Seattle? 

Mr,  Simon.  Yes,  sir;  in  Lake  Union  there.  Have  you  gentlemen 
seen  that  fleet  there  ? 

The  Chairman.  No,  sir ;  not  yet. 

Mr.  Simon.  It  is  a  picture,     x  ou  will  never  see  it  again. 

They  are  doing  it  on  the  Atlantic  coast  to  a  great  extent,  using 
barges,  and  with  this  lumber  business  to  South  America  and  Au- 
stralia I  do  not  see  why  the  operating  department  does  not  get  busy 
and  get  some  of  these  barges  in  commission. 

There  are  a  lot  of  these  wooden  ships,  as  you  gentlemen  will  find 
out,  if  you  do  not  know  it  now,  that  are  not  up  to  snuff.  They  have 
been  built  in  yards  that  were  not  experienced.  There  are  a  lot  of 
them  down  there  that  I  would  not  buy  if  I  were  buying  ships.  Those 
ships,  after  being  towed,  will  last.  It  is  a  whole  lot  easier  than  if  a 
ship  is  powered.  You  have  a  sailing  vessel.  There  is  not  a  big  crew 
on  them,  and  you  can  load  them  and  unload  them  with  a  whole  lot 
less  expense  than  if  it  was  under  power. 

Now,  what  gets  me  is  why  does  not  the  Government  go  ahead  and 
finish  some  or  those  ships  as  barges,  because,  in  another  year,  they 
will  be  junk,  lying  in  the  water,  and  subject  to  the  rain  and  the  sun, 
while,  if  she  is  ih  commission,  she  is  attended  to  by  the  crew  that  is 
on  board  of  her.  The  deck  is  watered  down  with  salt  water,  and  it 
preserves  it ;  but  you  take  this  Puget  Sound  rain  and  these  fogs,  and 
then  the  snow,  and  those  ships  will  cost  some  money  to  keep  them 
up,  sir. 

The  Chairman.  Could  you  not  get  an  increase  of  cargo  capacity  by 
finishing  those  barges? 

Mr.  Simon.  Yes.    These  3,500-ton  ships  will  be  practically  4,000- 
ton  barges,  and  they  can  be  fitted  out  cheaply. 
Mr.  Kbixet.  How  much  would  it  cost,  in  your  judgment,  to  convert 

a  finished  hull  into  a  barge  t 
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Mr.  Simon.  This  is  merely  a  guess  now 

Mr.  Khlley.  Yes;  sure. 

Mr.  Simon.  I  would  say  approximately  $25JX)0,  taking  them  as 
they  come.  They  are  in  different  stages  of  construction,  as  I  under- 
stand it,  out  there.  I  would  put  this  up  to  the  operating  division. 
You  will  have  an  opportunity  to,  won't  you  ? 

Mr.  Kelley.  Yes,  indeed.  It  is  one  of  the  important  features  of  the 
investigation,  just  what  to  do  with  those  ships. 

Mr.  Simon.  It  is  a  mighty  good  point  to  bring  out  because  there 
is  a  lot  of  idle  money  there.  You  take  40  ships,  and  they  should  be 
earning  something. 

Mr.  Kelley.  What  would  these  finished  hulls  cost  without  the 
machinerv  ? 

Mr.  Simon.  I  think  the  contracts  now  are  for  $875,000.  It  is  about 
that,  I  think— from  $350,000  to  $375,000. 

Mr.  Kelley.  In  ordinary  commercial  transactions  what  would  the 
trade  be  willing  to  pay  for  a  barge  of  that  dimension,  of  that  size- 
in  ordinary  times,  not  now? 

Mr.  Simon.  The  reason  why  that  is  difficult  to  answer  is  that  nearly 
all  of  these  barges  have  been  dismantled  vessels  in  the  past.  During 
this  stagnation  in  the  American  merchant  marine,  they  have  dis- 
mantled these  wooden  sailing  vessels,  built  on  the  east  coast,  and  those 
ships  were  bought  at  a  mere  song.  I  think  you  ought  to  put  that  up 
to  an  operator,  sir,  as  to  what  they  would  be  worth  in  a  commercial 
trade. 

Mr.  Kelley.  Yes:  in  a  commercial  trade. 

Mr.  Simon.  The  Charles  Nelson  Co.,  which  is  a  very  large  concern, 
owning  mills  at  Port  Angeles,  are  using  bargees  right  along  in  the 
Panama  trade,  towing  them  from  Puget  Sound  to  Panama,  down  the 
west  coast ;  and  so  is  W.  E.  Grace  &  Co.  That  is  one  of  Rossiter's 
outfits.  He  is  towing  the  barges  with  his  steam  schooners,  that  are 
very  much  like  these  vessels,  and  towing  barge  loads  of  lumber  down 
to  the  coast  of  Chile,  and  bringing  back  nitrates.  If  W.  R.  Grace  & 
Co.  can  do  it,  why  can  not  the  operators  that  are  operating  for  the 
Shipping  Board?  It  will  give  more  capacity  per  man  power.  It 
will  take  fewer  men  to  operate  these  ships,  and  that  is  one  of  the  big 
things  now,  as  we  all  know. 

I  would  like  to  see  you  gentlemen  take  this  thing  along,  because  I 
think  it  is  business. 

Mr.  Kelley.  There  is  certainly  a  tremendous  investment  there, 
which  seems  to  be  on  the  verge  of  going  to  the  dogs. 

Mr.  SiiNiox.  You  gentlemen  do  not  realize  how  fast  a  ship  lying 
idle  will  go  to  pieces.  There  are  only  a  few  watchmen  there,  and,  as 
I  say,  there  is  no  painting  going  on,  and  fresh  water. 

Mr.  Foster.  Plenty  of  snow  ? 

Mr.  Simon.  Not  so  much  snow,  but  what  little  there  is,  it  simply 
raises  hell.  With  the  right  kind  of  masters  on  the  ships,  a  ship 
should  be  good  for  25,  30,  or  40  years,  and  you  will  find  those  ves- 
sels on  this  coast,  but  they  are  kept  in  commission. 

The  Chairman.  Are  these  ships  that  you  are  referring  to,  Mr. 
Simon,  out  at  Lake  Union,  of  the  Ferris  type? 

Mr.  Simon.  I  think  practically  all  are.  There  are  a  few  other 
odd  ships. 

The  Chairman.  Have  you  examined  them  at  all? 
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Mr.  Simon.  No;  I  have  not. 

The  Chairman.  You  would  not  be  prepared  to  say  what  would 
be  the  ordinary  life  of  those  ships,  finished  up  as  barges,  as  you 
sQegestt 

Mr.  Simon.  I  think  I  would  be  safe  in  making  the  statement  25 
years,  because  you  people  have  barges  on  the  Atlantic  coast,  and 
m  vour  State,  in  the  coal  trade — strings  of  them 

the  Chairman.  Yes,  sir. 

Mr.  Simon.  I  have  seen  them,  and  those  were  similar  to  our  steam 
schooners  on  this  coast. 

Mr.  Kelley.  You  spoke  a  while  ago  about  some  of  these  ships 
that  you  have  seen  that  are  not  standing  up  very  well.  Do  you  mean 
bv  that  not  standing  up  as  well  as  good  construction  would  warrant, 
even  following  the  Ferris  design  ? 

Mr.  Simon.  Workmanship,  entirely,  sir.  Of  course,  there  is  a 
difference  of  opinion.  I  always  maintain  that  if  the  Ferris  ship  is 
thoroughly  well  built,  there  are  some  good  points  about  a  Ferris  ship. 
I  have  never  condemned  it,  although  there  are  some  people  out  here 
that  are  condemning  it  entirely.  I  never  met  Mr.  Ferris ;  I  do  not 
know  him;  but  there  are  some  good  points  about  the  Ferris  ship, 
but  thev  want  to  be  built  right,  and  that  applies  to  every  wooden 
ship.  Vou  take  these  Pacific  American  Fisheries  types,  and  if  they 
were  not  well  built,  they  would  not  be  very  much  better  than  the 
others.  I  brought  out  that  point  when  Mr.  Bullion  made  the  state- 
ment. You  gentlemen  will  no  doubt  nm  on  to  him  there.  He  is 
speciallv  detailed  there. 

The  Chairman.  That  is  all,  Mr.  Simon.  We  are  much  obliged 
to  vou  for  your  statement. 

Sir.  Simon.  That  is  all. 

The  Chairman.  We  have  had  some  valuable  suggestions  from 
your  examination. 

(Whereupon,  at  9.00  o'clock  p.  m.,  the  committee  adjourned.) 


Select  Committee  on  United  States, 
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House  of  Representatives, 
Room  514,  Securities  Building, 
Seattle^  Wdsh,^  Monday^  August  25^  1919. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chair- 
man), presiding.  Also  present:  Hon.  P.  H.  Kelley,  Hon.  L.  H. 
Hadley,  and  Hon.  I.  M.  Foster. 

Tlie  Chairman.  Mr.  Deane,  we  want  to  make  inquiries  with  refer- 
ence to  this  Sloan  matter,  and  we  have  asked  you  to  come  dowm.  I 
suDDose  you  are  willing  to  come,  without  a  summons  being  served  ? 

Mr.  DiEAXE.  Yes,  sir. 

STATEMENT  OF  HE.  OEOBOE  P.  DEANE,  COMFTEOLLER,  NOETH- 
EBI  PACIFIC  DISTEICT,  EHEECKENCY  FLEET  COEPOEATION, 
SEATTLE,  WASH. 

(The  witness  was  duly  sworn  bv  the  chairman.) 

The  Chairman.  What  is  your  full  name,  Mr.  Deane  ? 

Mr.  Deaxe.  G.  p.  Deane.  "^ 
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The  Chairman.  Your  first  name? 

Mr.  Deane.  George. 

The  Chairman.  What  position  do  you  hold  with  the  Emergency 
Fleet  Corporation  or  Shipping  Board  ? 

Mr.  Deane.  District  comptroller,  district  No.  8. 

The  Chairman.  How  long  have  you  held  that  gffice? 

Mr.  Deane.  The  title  was  changed  on  the  1st  of  May  to  district 
comptroller.  Previous  to  that,  I  was  district  auditor,  from  August 
16,  1918. 

The  Chairman.  Were  you  not  employed  in  anv  other  capacity 
prior  to  August  16,  1918  ? 

Mr.  Deane.  From  the  12th  of  December,  1917,  to  June  15,  1918, 
I  was  comptroller  of  the  Sloan  Shipyards  Corporation.  From  June 
15,  1918,  to  August  16,  1918,  I  was  assistant  district  auditor,  and 
from  December  4, 1917,  to  December  12, 1917, 1  was  resident  auditor. 

The  Chairman.  And  all  of  this  was  under  the  Emergency  Fleet 
Corporation  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  From  whom  did  you  receive  your  appointment? 

Mr.  Deane.  John  Purse,  then  district  auditor. 

The  Chairman.  Bv  whom  were  you  made  district  auditor? 

Mr.  Deane.  Mr.  Gordon  Wilson,  general  auditor. 

The  Chairman.  At  Philadelphia? 

Mr.  Deane.  At  Philadelphia. 

The  Chairman.  And  by  whom  were  you  made  auditor  of  the 
Sloan  Shipyards  Corporation? 

Mr.  Deane.  John  Purse. 

The  Chairman.  From  whom  did  you  receive  your  present  appoint* 
ment,  under  the  other  title,  prior  to  August  16,  1918  ? 

Mr.  Deane.  Comptroller  Bender  of  Philadelphia. 

The  Chairman.  And  your  present  appointment  from  the  same 
official  ? 

Mr.  Deane.  Yes. 

The  Chairman.  In  the  matter  of  advances  or  payments  to  ship- 
building corporations  in  this  district,  did  you  have  any  voice  as  to 
whether  the  payment  or  advance  should  be  made,  or  did  you  simply 
receive  instructions  from  some  one  to  make  out  the  checks  or  to 
make  the  advance  or  the  pajnnent? 

Mr.  Deane.  In  some  cases  we  had  a  voice  in  the  matter.  In  a  good 
many  cases,  we  received  merely  instructions  to  pay. 

The  Chairman.  But  the  cases  in  which  you  had  a  voice  in  the  mat- 
ter, who  else  would  be  consulted  or  would  be  in  control  of  whether 
the  advance  or  payment  should  be  made? 

Mr.  Deane.  There  are  two  divisions  here.  There  are  the  finance 
division  and  the  construction  division.  We  each  report  to  the  head 
in  the  home  office.  Now,  if  the  construction  division  made  a  recom- 
mendation for  an  advance  or  payment  of  any  kind,  it  is  quite  likely 
that  my  boss  in  the  home  office,  the  finance  division,  would  wire  me 
as  to  what  my  recommendation  might  be  in  the  case.  On  the  other 
hand,  if  it  seemed  reasonable  to  them,  possibly  they  would  not. 

The  Chairman.  Were  there  any  cases  in  connection  with  the  ad- 
vances to  the  Sloan  Shipyards  Corporation  in  which  you  were  called 
upon  for  recommendations? 
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l£r.  Deaute,  No,  sir.  All  advances  to  the  Skma  Shipyards  Cor- 
poration have'  been  made  in  accordance  with  a  contract  dated  May 
1,1918. 

The  Chaibman.  My  last  question  was  with  reference  to  whether 
there  were  any  cases  in  connection  with  the  advances  to  the  Sloan 
Shipyards  Corporation  in  which  you  were  called  upon  for  recom- 
mendations.   Do  you  recall  any  such? 

Mr.  Deans.  No.  I  stated  that  all  advances  made  to  the  Sloan 
Shipyaiyls  Corporation  had  been  made  in  accordance  with  a  contract 
dated  May  1,  1918. 

The  Chairman.  Now,  when  you  did  make  a  recommendation,  upon 
what  would  you  base  it  *  Mr.  Deane  ? 

Mr.  Deane.  On  the  man's  financial  condition  entirely,  so  far  as 
my  department  would  be  concerned. 

J  he  Chairman.  If  a  certain  shipyard  filed  a  request  for  an  ad- 
ce  for  the  installation  of  machinery,  and  you  were  called  upon 
for  a  recommendation,  all  that  you  concerned  yourself  about  would 
be  the  iSnancial  condition  of  that  shipyard? 

Mr,  Deane.  Yes,  sir. 

The  Chairman.  And  from  what  would  you  get  the  financial  con- 
dition ? 

Mr.  Deane.  From  their  books. 

The  Chairman.  From  their  books  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Would  you  examine  their  books? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Do  you  recall  any  cases  in  which  you,  the  dis- 
trict manager,  and  other  ofiicials,  sat  down  to  a  conference  and  de- 
cided the  question  of  an  advance  or  payment  in  this  district? 

Mr.  Deane.  Do  you  mean  an  advance  in  the  way  of  a  loan? 

The  Chairman.  Yes.  An  advance  or  the  question  of  a  payment 
to  the  yard  for  any  particular  purpose. 

Mr.  1)bane.  Yes.'  There  have  been  cases  where  the  district  man- 
ager s  office  and  my  office  and  the  attorney's  office  have  been  repre- 
sented in  adjusting  something  that  was  not  taken  care  of  under  a 
contract ;  in  which  case  our  recommendations  were  made  to  the  home 
office  and  finally  acted  upon  by  them. 

The  Chairman.  And  you  sat  down  to  a  conference  with  these 
other  officials  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  discussed  the  matter? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Now,  were  there  any  cases  in  which,  at  such  con- 
ferences, vour  recommendations  were  adverse  or  were  not  in  accord- 
ance  with  the  views  of  recommendations  of  the  other  officials  ? 

Mr.  Deane.  Yes ;  I  should  say  there  were. 
.   The  Chairman.  And  what  yard  was  that? 

Mr.  Deane.  Grays  Harbor  Motorship  Corporation. 

The  Chairman.  And  did  that  occur  more  than  once,  Mr.  Deane, 
as  you  now  recall  ? 

Mr.  Dbanb.  I  could  not  say  for  sure,  Mr.  Chairman.  The  dis- 
Wct  manager's  office  and  ourshad  differences  of  opinion  practically 

all  through  this  program,  because  we  approached  the  problem  from 
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a  different  standpoint,  and  quite  often  his  recommendations  went 
ahead  of  mine. 

The  CHAIRMAN.  Who  was  the  district  manager  or  the  official  at 
the  time  your  recommendation  was  not  in  accordance  with  the  other 
official's  with  reference  to  Grays  Harbor  ? 

Mr.  Deane.  On  that  Grays  Harbor  proposition,  would  you  like 
me  to  go  into  a  little  detail  ? 

The  Chairman.  Well,  can  you  not  just  tell  me  who  the  district 
manager  was  at  that  time?  « 

Mr.  Deane.  The  district  manager  was  Capt.  Blain;  but  he  was 
away  at  the  time. 

The  Chairman.  Who  was  in  charge? 

Mr.  Deane.  Capt.  Magee. 

The  Chairman.  Now,  before  you  go  into  the  history  of  it  let  me 
ask  you  one  further  question.  At  that  time  was  your  recommei^^- 
tion  all  through  that  the  advance  should  not  be  made,  and  the  oWtt 
officials  were  following  the  advance  or  payment? 

Mr.  Deane.  No,  sir. 

The  Chairman.  What  was  it? 

Mr.  Deane.  It  was  merely  a  difference  of  opinion  as  to  liow  these 
payments  or  how  this  advance  should  be  made.  I  might  explain  it 
to  vou. 

The  Chairman.  Now,  if  you  will,  just  state  the  history  of  this  one 
transaction. 

Mr.  Deane.  The  Grays  Harbor  Motorship  Corporation  had  an 
installation  contract  for  installing  machinery  m  wooden  vessels.  The 
estimated  amount  of  labor  required  to  install  this  machinery  in  a 
wooden  vessel  was  $25,000,  and  their  contract  provided  for  15  per 
cent  on  all  the  labor  extra  to  the  contract,  and  it  also  provided  that 
the  Fleet  Corporation  should  supply  the  machinery  i*eady  to  in- 
stall. As  a  matter  of  fact,  the  machinery  was  not  supplied  by  the 
Fleet  Corporation  ready  to  install.  These  were  twin-screw  vessels, 
whereas  the  machinery  for  the  wooden  vessels  was  single  screw,  and 
it  required  a  considerable  amount  of  labor  on  their  part  .and  manu- 
facturing to  fit  this  machinery  for  installation  in  those  hulls.  There- 
fore the  Grays  Harbor  Motorship  Corporation  came  up  with  the 
proposition  to  take  100  per  cent  overhead,  as  near  as  I  can  recollect, 
and  profit — overhead  and  profit — on  all  labor  over  $25,000.  I  sug- 
gested that  the  first  $5,000  over  and  above  the  $25,000  should  carry 
the  15  per  cent  for  extras  in  the  contract,  and  that  all  labor  over 
that  should  carry  65  per  cent — over  $35,000 — for  overhead  and' 
profit  on  the  manufacturing  and  extra  work  that  they  were  called 
upon  to  do.  The  district  manager's  office  finally  recommended  that 
they  be  allowed  50  per  cent  on  everything  over  $25,000,  which  was 
ratified  by  the  home  office. 

The  Chairmax.  Was  your  recommendation  made  in  writing? 

Mr.  Deane.  To  the  home  office:  no.  They  were  only  brought  out 
in  discussion.  It  was  a  difference  between  two  methods  of  figuring. 
I  do  not  think  that  is  verv  serious. 

The  Chairman.  Your  department  approached  these  questions  from 
a  different  angle  than  the  operating  department? 

Mr.  Deane.  Yes. 
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The  Chairman,  You  were  seeking  to  conserve  the  finances  of  the 
Fleet  Corporation  and  to  have  payments  made  only  where  it  was 
clear  that  the  builders  were  entitled  to  them,  or  where  the  facts,  in 
your  judgment,  would  warrant? 

Mr.  Deaxe,  Yes,  sir. 

The  Chairman.  That  was  so  in  the  case  of  all  advances  for  the  in- 
stallation of  machinery  or  the  preparation  of  plants  ? 

Mr.  Deane.  In  cases  of  machinery  installation,  contracts,  etc.,  these 
ccmtracts  were  let  at  the  home  office.  We  might  be  called  upon,  too,  and, 
in  fact,  I  guess  we  were  called  upon,  to  investigate  the  man's  financial 
ability  to  carry  out  the  proposed  contract  before  it  was  ever  let. 
After  it  was  let  I  do  not  tnink  there  have  been  very  many  cases  with 
machinery-installation  contractors  where  we  have  been  called  upon 
to  make  advances  not  in  accordance  with  the  terms  of  the  contract. 

The  Chairman.  Yon  did  not  interest  yoiir>elf  in  invcrstigating  the 
amount  of  work  turiUHl  out  bv  any  corporatioii  before  an}'  further 
pavment  or  advance  should  be  made  ( 

^fr.  Deane.  No,  sir;  that  was  the  district  manager's  end  of  it. 

The  Chair3ian.  And  you  did  not  know,  as  a  matter  of  fact,  whether 
the  yard  had  progressed  in  its  work,  delivered  any  ships,  or  was 
malnng  favorable  progi'ess  at  the  time  this  question  came  up? 

M^.  Deane.  Yes ;  we  knew  that. 

The  Chairman.  How  did  you  know  that  ? 

Mr.  Deane.  By  the  inspector.  Every  voucher  that  goes  on  a  ship 
contact  has  to  tie  signed  oy  the  inspector  that  the  progress  has  been 
readied.  Now,  apart  from  his  signature  and  the  signature  of  the 
district  manager  to  the  voucher,  I  had  no  means  of  knowing  the  state 
of  progress  had  been  reached. 

The  Chairman.  As  to  the  question  of  advances,  say,  after  a  yard 
kad  been  established  and  had  started  work,  an  advance  was  requested 
for  additional  installation  of  machinery,  would  you  have  anything 
before  you  outside  of  the  financial  condition  of  the  builder  to  help 
you  in  making  up  your  mind  as  to  whether  the  advance  was  war"- 
ranted  or  not? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  What  would  you  have  ? 

Mr.  Deane.  I  would  at  that  time  get  hold  of  the  inspector's  reports, 
because  it  would  be  necessary  to  see  how  far  along  he  had  gotten  on 
his  construction  program  to  judge  his  financial  condition. 

The  Chairman.  Then  you  would  go  into  the  amount  of  work  done 
by  a  certain  yard,  if  an  advance  for  further  installation  of  machinery 
was  called  for  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  You  have  had  prepared,  at  the  request  of  Mr. 
Frick,  I  presume,  and  which  was  made  in  accordance  with  the  sug- 
gestion of  the  committee,  a  statement  showing  the  financial  condi- 
tion of  the  Sloan  Shimrards  Corporation,  the  Anacdrtes  Shipbuilding 
Co.,  and  the  Capital  City  Iron  Works,  as  of  July  31, 1919? 

Mr.  Deane.  Y  es,  sir. 

The  Chairman.  Which  is  submitted  to  the  committe,  and  T  assume 
^e  may  keep  this  copy,  Mr.  Deane? 

Mr.  Deane.  Yes,  sir. 
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Comptbolleb's  Report — SIJOA^'  Shipyards  Corporation,  Trubteb,  in  Which  is 
Incobporaied  Sloan  Shipyards  Ck)RPORATioN,  Anacortes  Shipbuilding  Co.^ 
AND  Capital  City  Iron  Works,  as  of  November  23, 1917. 

Oltmpia,  Wash.,  January  25,  1918. 
Mr.  John  Purse, 

District  Auditor  United  States  Shipping  Board 

Emerffency  Fleet  Corporation^  Seattle,  Wash, 

Deab  Sib  :  I  submit  herewith  my  report  on  the  affairs  of  the  Sloan  Shipyards 
Corporation,  Anacortes  Shipbuilding  Co.,  and  Capital  City  Iron  Works,  as  of 
November  23,  1917,  and  as  consolidated  on  the  books  of  Sloan  Shipyards  Cor- 
poration, trustee. 

The  first  advance  to  the  Sloan  Shipyards  Corporation,  apart  from  those  made 
in  accordance  with  the  terms  of  the  contract  dated  May  18,  1917,  was  made  on 
November  23,  1917,  but  it  was  not  until  December  11  that  I  assumed  my  dutlas 
as  comptroller,  while  on  December  19  an  account  was  opened  in  the  Seattle 
National  Bank  in  the  name  of  "  Sloan  Shipyards  Corporation,  trustee,"  and  ail 
control  over  the  financial  affairs  of  the  above  companies  taken  from  their 
officers  and  employees  and  vested  in  the  Emergency  Fleet  Corporation. 

In  order  to  render  a  complete  accounting  of  advances  made  by  the  EmergBncy 
Fleet  Corporation  it  has  been  necessary  to  reverse  all  entries  on  the  books  of 
these  companies  from  the  date  of  the  first  advance.  The  statements  submitted 
herewith  are  made  on  this  basis. 

SLOAN  shxptabdb  OOBFOBATION  (BGHEDULB  B). 

m 

A  detailed  audit  of  the  books  and  records  of  this  corporation  was  made  daring 
the  months  of  October  and  November  by  Hasklns  &  Sells,  and  although  there  is 
no  copy  of  their  report  on  file  in  this  office,  their,  findings,  in  so  far  as  they 
could  be  ascertained,  have  formed  the  basis  for  this  balance  sheet  No  separate 
cost  accounts  for  each  vessel  or  even  for  the  two  groups  of  vessels  had  ever 
been  kept,  material  had  been  charged  to  stores  account  and  never  charged  out. 
and  overhead  expenses  had  never  been  prorated. 

It  was  necessary,  therefore,  to  estimate  indirect  expenses  8pplica})le  to  plant 
construction,  motorshlp  construction,  and  Emergency  Fleet  Corporation  vessel 
construction,  and  charge  them  accordingly.  An  actual  inventory  of  material 
in  stores  account  was  taken  on  December  11  and  the  difference  between  this 
and  the  book  figures  charged  to  motorships.  This  action  was  concurred  in  by 
Mr.  Davis,  local  representative  of  Haskins  &  Sells,  who  are  auditors  for  Sloan 
Shipyards  Corporation. 

Cash  on  hand $1,808.75 

Cash  on  hand  and  in  banks  was  verified  and  found  to  be  correct.  The  "  i:»iy- 
roll "  account  in  the  Capital  National  Bank  is  not  Included,  however,  and  has 
not  yet  been  reconciled.  » 

Accounts   receivable $15,376.  04 

Of  these  the  accounts  of  Washington  Shipbuilders'  Association  and  Philip  D. 
Sloan  have  since  been  paid.  That  of  Joseph  A.  Sloan  may  be  the  subject  of 
some  discussion,  as  he  is  charged  with  the  sum  of  $5,000,  which  may  have 
entered  the  business  of  the  Anacortes  Shipbuilding  Co.,  which,  however,  has 
no  record  of  having  received  the  amount.  The  account  of  LeRoy  Richards, 
New  York  representative  of  the  corporation,  and  that  of  the  Oregon-Washing- 
ton Railroad  &  Navigation  Co.,  are  considered  good.  '*  Fares  advanced"  will 
not  all  be  collected. 

Material   on   hand : $243,924.67 

This,' as  above  stated,  is  from  an  inventory  taken  December  11,  1917,  and 
consists  of  the  following: 

Lumber  and  hardwood $61, 588. 25 

Ship   knees 14, 040. 95 

Oakum  and  calking  cotton 15,146.28 

Nails.  _-_      3, 190. 87 

Galvanized  spikes,  etc 21, 627. 56 

Clinch  rings 1, 693. 84 

Canvas 24, 788. 44 

Black  iron 80,383.80 
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GalTanlsed-roond  Iron j $2,  Oil.  00 

Paint   1, 929. 09 

Miscellaneous    10, 563. 42 

Tools   6,960. 57 

Total 243. 924. 67 

Vessels  under  construction $635,143.93 

As  nearly  as  can  be  estimated,  a  total  of  $439,294.49  has  been  actually  ex- 
pended in  material  and  labor  entering  into  the  motor  ships  under  construction, 
to  which  must  be  added  advance  payments  on  contracts  (Schedule  E)  amount- 
iDf  to  $283349.19,  making  a  total  outlay  of  $723,143.68  on  account  of  these 
ressels. 

On  the  same  basis,  material  and  labor  to  the  value  of  $195,849.44  have 
catered  into  the  construction  of  Emergency  Fleet  Oori)oration  vessels,  to 
Thich  must  be  added  the  sum  of  $470,436.20,  advance  payments  on  contracts 
(Schedule  E),  making  a  total  outlay  of  $666,285.64. 

Pltnt $304, 746. 69 

From  the  accounts  that  have  been  kept  it  is  not  possible  to  determine  the 
'actual  cost  of  any  part  of  the  plant.  I  am  indebted  to  Hasklns  &  Sells  for  the 
I  sejrre^vation  submitted. 

I  Accounts  payable ^ $244, 757. 48 

I    This  account  is  by  no  means  correct.     Many  bills  have  been  found  which 
[bad  not  been  entered  on  the  books  and  which  do  not  appear  in  any  way  in 
this  statement. 

Other  items. — Remarks  on  all  other  items  on  the  balance  sheet  have  been 
made  in  previous  reports  and  are  on  file  in  your  office. 

ANACORTES   8HIPBUITJ)ING  CO.    (SCHEDULE  C). 

An  Audit  of  the  books  and  records  of  this  company  was  made  during  the 
moDth  of  November  by  Smith,  Robertson  &  Moorhouse,  of  Seattle,  and  a  state- 
ment as  of  November  30,  1917,  rendered.  The  books,  however,  at  this  date 
do  not  strictly  conform  with  this  statement,  some  few  transactions  having 
been  recorded  on  the  books  which  are  not  taken  into  account.  With  the  audi- 
tor's report  used  merely  as  a  guide,  this  balance  sheet  has  been  made  from 
the  records  of  the  company. 

What  has  been  said  of  the  accounting  system  of  the  Sloan  Shipyards  Corpora- 
tion is  equally  true  in  this  case.  Bank  accounts  were  kept  both  in  Seattle 
aiKl  Anaeortes,  and  it  was  not  until  November  that  any  effort  was  made  to 
consolidate  records  of  all  transactions  on  the  books  of  the  company.  Plant 
and  equipment  account  was  not  segregated,  and  no  separate  costs  were  kept, 
the  auditor's  report  being  used  as  the  basis  for  the  distribution  made. 

A  bank  reconcilement  was  made  by  Smith,  Robertson  &  Moorhouse  on  No- 
vember 30,  1917,  which  agrees  with  the  figures  given  when  account  is  taken  of 
entries  that  have  been  made  since  their  report  was  made.  There  are,  however, 
many  outstanding  checks,  some  of  which,  at  all  events,  should  be  canceled  be- 
fore the  account  is  finally  closed  and  the  balance  paid  over  to  Sloan  Shipyards 
Corporation,  trustee. 

CAPITAL  CITY  IRON  W0BK8. 

Since  September  1  the  accounts  of  this  company  have  been  fairly  well  kept, 
but  from  February  14,  1917,  the  date  Sloan  Shipyards  Corporation  acquired 
all  of  the  capital  stock  of  the  company,  until  then  but  little  information  can  be 
sained  from  the  records. 

As  stated  in  a  previous  report,  an  appreciated  value  has  been  placed  on  some 
of  the  assets  of  the  company,  but  It  can  not  be  readily  determined  where  this 
bas  been  done.  The  books  of  the  company  show  what  purports  to  be  an  oi)erat- 
iog  profit  of  $17,533.94  and  a  surplus  gained  through  a  revaluation  of  its  assets 
In  May,  1917,  of  $6,500.  Neither  the  operating  profit  nor  the  surplus  has  been 
rifled. 

Cash  on  hand $601. 88 

While  cash  on  hand  as  of  this  date  was  not  verified,  on  December  20  a 
reconcilement  was  made  with  the  bank,  the  account  closed,  and  the  balance 
paid  over  to  Sloan  Shipyards  Ck)rporatlon,  trustee. 
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Acoounts  and  notes  receivable  (soheclule  E) $24,990.29 

The  account  of  the  Anacortes  Shipbuilding  Co.  represents  approximately  45 
per  cent  of  the  total.  Of  the  balance  it  is  estimated  that  all  but  about  2  per 
cent  will  be  collected. 

Material  and  supplies $94,679.03 

This  consists  of  pig  iron,  sliafting,  bar  iron,  foundry  supplies,  etc.,  to  a  value 
of  $37,479.03,  all  of  which  is  more  or  less  valuable  material.  The  balance,  how- 
ever, is  made  up  of  an  estimated  quantity  of  1,600  tons  of  scrap  iron,  and 
valued  at  $57,200,  or  about  $35.50  per  ton.  Much  of  this  is  totally  unsuited  to 
the  needs  of  the  foundry,  and  it  may  safely  be  said  that  the  true  value  of  sJl 
the  scrap  would  not  exceed  $25,000  at  current  prices. 

Notes  payable $12, 000 

This  sum  is  due  the  Olympla  National  Bank  on  a  note  given  them  for  money 
borrowed  September  26,  1917.  to  run  four  months,  with  interest  at  6  per  cent 
paid  in  advance. 

(iKXKKAL. 

To  one  not  Iiuiililar  witli  \hv  situation  it  wcmld  be  dJttUlilc  to  explain  the 
condition  into  which  the  affairs  of  tliese  companies  had  fallen.  September, 
and  in  some  cases  even  August,  accounts  were  unpaid ;  some  accounts  had  been 
placed  in  attorneys*  hands  for  collection;  drafts  had  been  protested;  and  in 
other  cases  the  necessity  for  making  payments  on  account  of  contracts  for 
machinery  and  material  was  so  urgent  that  payment  had  to  be  made  by  tele- 
graph In  order  to  prevent  the  cancellation  of  contracts  or  the  turning  over  of 
available  material  to  other  parties. 

Although  the  need  for  internal  reorganization  has  been  ver>'  great,  and  in 
some  measure  has  been  effected,  in  order  that  their  interests  and  those  of  the 
Emergency  Fleet  Corporation  might  not  be  jeopardized,  our  greatest  effort 
has  been  put  forth  in  satisfying  the  rights  and  claims  of  others  against  the 
Sloan  Shipyards  Corporation. 

With  this  task  accomplished,  that  of  providing  a  more  efficient  system  within 
the  organization  will  receive  undivided  attention  and  will  be  made  the  subject 
of  a  report  in  the  near  future. 

Respectfully  submitted. 

G.  P.  Deaive,  Comptrolier. 

ScHEDrrji  A. — Dalancv  sheet  Sloan  Shipyards  Corporation,  trustee,  in  tohdch  is 
incorporated  Sloan  Shipyards  Corporation,  Anacortes  Shipbvildmg  Co.,  Capi- 
tal City  Iron  M^orks,  Nor.  23,  1911, 

Assets : 

Cash  items — 

Sloan  Shipyards  (Corporation $1,808.75 

Anacortes  Shipbuilding  Co 297.76 

Capital  City  Iron  Works 691.88 

■ $2. 798. 39 

Accounts  receivable — 

Sloan  Shipyards  (Viriwration 15,376.04 

Capital  VAXy  Iron  Works 24,950.29 

' 40, 326. 33 

Material  and  supplies —  • 

Sloan  Shipyards  (^oriwration 243,924.67 

Anacortes  Shipbuilding  Co 35,820.70 

Capital   City   Iron   Works 94,679.03 

37i,  424. 40 

Vessels  imder   construction   for   private   inter- 
ests— 

Sloan  Shipyards  Corporation 439,294.49 

Vessels     under     construction     for     Emergency 
Fleet  Corporation — 

Sloan  Shipyards  Corporation.  $195, 849.  44 
Anacortes   Shipbuilding  Co_„      23,831.40 

219, 680.  84 

Work  in  progress — 

Capital  City  Iron  Works  (estimated) 6,989.79 

665, 965. 12 
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ABWts— Oontinned. 

Building  and  equipment — 

Sloan  Shipyards  Ck>rporation 1304,745.69 

Anacortes  Shipbuilding  Ck) 288, 617.  S9 

Capital  City  Iron  Works 84,614.30 

$627, 977.  58 

Real  estate — 

Anacortes  Shipbuilding  Co 16,420.88 

Capital  City  Iron  Works 14,906.84 

81, 826. 72 

Advances  on  'contracts  by  Sloan  Shipyards  Cor- 
poration— 

Account  private  vessels $470,486.20 

Account  Emergency  Fleet  Cor- 
poration   vessels 288, 849. 19 

754, 285. 89 

Deposit  on  machinery — 

Anacortes  Shipbuilding  Co 500.00 

754, 785. 39 

Wisconsin  Timber  Co 100,000.00 

Cash  in  escrow 168, 750. 00 

Miscellaneous  assets — 

Anacortes  Shipbuilding  Co 8,682.87 

Capital  City  Iron  Works 3,718.75 

12,396.12 

Commissions  paid — 

Sloan  Shipyards  Corporation 542,505.79 

Organization  expenses — 

Sloan  Shipyards  Corporation 658,000.00 

Anacortes  Shipbuilding  Co 60,000.00 

718, 000. 00 

Stock  subscription  payable  from  earnings — 

Sloan  Shipyards  Corporation 14,838.04 

4, 054, 093. 88 

liabilities  and  capital: 
Accounts  payable — 

Sloan  Shipyards  Corporation 244,757.48 

Anacortes  Shipbuilding  Co 72,347.11 

Capital  City  Iron  Works 29, 251. 94 

346,856.53 

Notes  payable — 

Sloan  Shipyards  Corporation 14,484.00 

Capital  City  Iron  Works 12,000.00 

26, 484. 00 

Payments  on  account  of  contracts — 

United  States  Shipping  Board,  Emergency 

Fleet   Corporation 1,724,800.00 

R.  M.   Calkans 1,125,000.00 

2, 849, 800. 00 

Suspense ;. 17^  000. 00 

8, 239, 640.  53 
Capital  and  surplus — 

Sloan  Shipyards  Corporation 686,809.41 

Anacortes  Shipbuilding  Co 78,610.00 

Capital  City  Iron  Works 49,033.94 

814, 453. 35 

4, 054, 093.  88 
177068— 20— PT 1 6 
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ScHEDUi£  B. — Sloan  Shipyards  Corporation,    Balance  sheets  Nov.  23,  1917. 

Assets : 

Cash  on  hand $25. 00 

Seattle  National  Bank 359. 35 

Capital  National  Bank 1, 420. 59 

Olympia  National  Bank 3.81 

$1.  808. 75 

Accounts  receivable — 

Washington  Shipbuilders'  Association 4,000.00 

P.  D.  Sloan 1,919.82 

Jos.  A.  Sloan 5,100.92 

LeRoy  Richards 945. 82 

O.  W.  R.  &  N.  Co 1 2, 786. 93 

Fares  advanced 622.55 

15, 376. 04 

Materials  on  hand ^ 243,924.67 

Motor  ships  under  construction 439,  294. 49 

B.  F.  C.  vessels  under  construction 195, 849.  44 

635. 143. 93 

Plant- 
Buildings  17, 036.  71 

Machinery  and  equipment 108,930.55 

Cranes  and  derricks 30, 079. 77 

Yard  and  dock 146,407.41 

Furniture  and  fixtures 2, 291. 25 

304, 745. 69 

Advances  on  contracts  B.  F.  C.  ships 470, 436. 20 

Advances  on  contracts  motor  ehipa 283,849.19 

-      745  285. 39 

Anacortes  Shipbuilding  Co 220, 213. 09 

Capital  City  Iron  Works 136, 259. 50 

Wisconsin  Timber  Co 100, 000. 00 

456, 472. 58 

Cash  in  escrow 168,750.00 

Commissions  paid — 

Cllnchfield  Navigation  Co 457, 614. 60 

R.  M.  Calkins 47, 812. 50 

Sundry 37,078.69 

542, 505. 79 

Organization  expenses 658,000.00 

Stock  subscriptions  (payable  from  earnings) 14, 838.04 

3, 796, 850. 89 

Liabilities,  capital  and  surplus : 

Accounts  payable 243, 681. 27 

Pay  roll 719.21 

Hospital  fees 367. 00 

244,  757. 48 

Notes  payable  14, 484. 00 

Payments  on  account  contracts — 

U.  S.  Shipping  Board  E.  F.  C 1, 724, 800. 00 

R.  M.  Calkins 1, 125, 000. 00 

2, 849, 800.  Ob 

3, 109, 041. 48 

Capital  stock 1,000,000.00 

Le8«  unissued 317, 000. 00  ' 

683,000.00 
Surplus 3, 809. 41 

686, 809. 41 

3, 795, 850. 89 
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ScHH>UL£  C. — AnacortcH  Shipbuilding  Co.   Balance  Sheet,  Nov.  25,  1917. 

Assets  * 

Cakh  on  hand $20.00 

Citizens'  Bank,  Anacortes 1.03 

R.  W.  Hill  (Seattle  National  Bank) j 276.73 

$297. 76 

Material  on  hand ^L    35, 820.  70 

E,  F.  C.  vessels  under  construction 23,831.40 

Plant  and  equipment — 

Machinery  and  equipment 169,827.80 

Dock,  tresUe,  and  yard 28, 845. 89 

Buildings 22, 952. 31 

Track 10, 132.  97 

Miscellaneous r_ 6, 858. 62 

238, 617.  59 

Small   tools 7, 164.  82 

Automobile 575.00 

Team  and  harness 395.00 

Furniture  and  fixtures 547.55 

8, 682.  37 

Deposit  on  machinery,  Washington  Klevator  Co 500. 00 

Real  estate 16, 420. 38 

Organization  expense  (paid  in  stock) 60, 0(X).  00 


384, 170. 20 


Liabilities  and  capital : 

Overdraft,  Bank  bf  Commerce 688.21 

Accounts  payable 71, 3a5.  36 

Pay    roll 111.  56 

Sundries 211.98 

72,347.11 

Sloan  Shipyards  Corporation,  deferred  payment 13,000.00 

Sloan  Shipyards  Corporation 220,213.09 


Capital  stock — 

Preferred $125, 000. 00 

Less   unissued 106,890.00 


305, 560. 20 


Common _" 125, 000. 00 

I^ess  unissued 65,000.00 


18, 610. 00 


60,000.00 
78,610.00 


384, 170.  20 


ScHrj)^;  D. — Vaplial  City  Iron  Works  balance  sheet,  Nov.  23,  1911. 

w 

Cash  on  hand $62.  25 

Olympia  National  Bank 629.  63 

691.88 

Accounts  receivable 24,865.84 

Notes  receivable 84.45 

24,950.29 

Material  and  supplies 94, 679. 03 

Work  in  progress  (estimated) 6,989.79 

Buildings — 

Machine  shop 20, 427.  64 

Foundry 14, 832.  51 

Blacksmith  shop 1,  543.  50 

Pattern  shop 807.  85 

37,611.50 
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Assets — Continued. 

Machinery  and  equipment — 

Machine  shop $18,521.34 

Foundry 23. 557. 81 

Blacksmith  shop 4, 186. 71 

Pattern  shop 786. 94 

$47, 002. 80 

Real  estate 14,906.34 

Stump  puller 129.  OD 

Furniture  and  fixtures 784.15 

Patterns 2,800.00 

230,545.38 


Liabilities,  capital,  and  surplus: 

Accounts  payal)le 29,236.97 

Sundries 14. 97 

Notes  payable  Olynipla  National  Bank 12. 000. 00 

41,  25L  94 

Sloan  Shipyards  Corporation,  deferred  payment 4,000.00 

Sloan  Shipyards  Corporation 136,259.50 

140,  259.  50 

181,  511. 44 

Capital  stock 25, 000. 00 

Surplus  (as  per  books) 24.033.94 

49, 03a  94 

230,  545. 3S 


Schedule  E. — Accounts  receivable.  Capital  City  Iron  Workn,  Nov,  23^  JBll. 

Anacortes  Shipbuilding  Co $11,  107.  nO 

Belmore  Manufacturing  Co 35.JKi 

Cross  &  Chadbourne 80. 23 

Capital  Transfer  &  Repair  Co 1. 50 

A.  B.  Cowan 5.00 

J.  A.  Donnelly 23. 00 

August  Dehlin 41, 4R 

Fir  Tree  Lumber  Co 193.54 

Fredson  Logging  Co 184. 20 

The  Foundation  Co 2, 726. 1^ 

Gunstone  &  Schulze 1.85 

W.  E.  HaU 17.00 

W.  Helm 3. 90 

Knox  Auto  Service 1.35 

Kane  Manufacturing  Co 592.  44 

Charles  Llndley 2. 40 

Mayse  &  Barclay 1. 75 

Mason  County  Logging  Co 212. 71 

Fred  Medbury 5. 80 

George  D.  Meeker 42. 55 

McCleary  Lumber  Co 2, 00 

Olympia  Light  &  Power  Co 62.25 

Olympla  Shingle  Co 88.85 

Olympia  Shipbuilding  Co 790. 68 

Olympia  Canning  Co 13. 75 

Olympia  Junk  Co 9.05 

Olympia  Door  Co 80.  45 

Panama  Lumber  &  Shingle  Co •  i.  00 

Parrott  &  Hahn 7. 35 

Peninsular  R.  R.  Co 88.00 

Peninsular  Shipbuilding  Co 501.03 

Pacific  Machine  Shop  &  Manufacturing  Co 1,  loi.  54 

Rose  Nepple  Auto  Co 1.00 

A.  A.  St.  Laurent 13.55 


r 
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Sanderson  &  Porter $222.00 

Street  snperinteDdent 16. 35 

Sloan  Shipyards  Corporation 5, 077. 30 

Smith  &  MiUer 135.  58 

State  of  Washington 12.  20 

St  John  &  Titus .  60 

j  Thonton  County,  road  and  bridge 3.  20 

ttnnton  County  R,  R.  Co 17.  00 

TtaQwater  Lumber  Co 403. 62 

DUon  Lumbar  Co 853. 57 

A.  Wallin 5. 75 

L  £  White  Logging  Co 127. 90 


Total ^ 24, 865. 84 


Sghkdulk  F. — Sloan  Shipyards  Ccyrporation,  adxmnce  paymenU  on  contracts, 

Nov,  23,  1917. 

Emergency  Fleet  Corporation  vessels: 

Almy  Water  Tube  Boiler  Co $35,640.00 

Duluth    Iron    Works 35,280.00 

Doud-McFarlane  Machinery  Co 7,239.20 

Hesse-Martin  Iron  Works 3,045.00 

Kerr  Machinery  Supply  Co 49,980.00 

Pacific  Machine  Shop i 15,216.00 

Premier   Engine  Works 20,000.00 

Puget  Sound  machinery  depot 262, 500. 00 

Tregoning  Boat  Co 20,696.00 

Chas.  R.  Ward  Engineering  Works 7.000.00 

Washington   Iron   Works 13,840.00 

$470, 436.  20 

Private  vessels: 

Doutl-McFarlane   Machinery    Co 1,061.19 

Lake  Erie  Boiler  Works 10,800.00 

Mclntosh-Seymour   Corporation 191,400.00 

National   Steel  Construction  Co 52,826.50 

Puget  Sound  machinery  depot 17, 587.  50 

Tregonlng  Boat  Co 5,174.00 

Kearfoot   Engineering   Co 5,000.00 

283. 849. 19 


Total ^ 754. 285. 39 

The  Chairman.  I  would  like  to  ask  you  to  refer  to  that  state- 
ment, Mr.  Deane,  and  state  to  the  committee  the  total  amount  of 
idvances  made  to  the  Sloan  Shipyards  Corporation,  the  Anacortes 
yard,  and  the  Capital  City  Iron  Works? 

Mr.  Deane.  $10,783,412.96,  ae  of  July  31. 

The  Chairman.  That,  I  understand,  was  advances  ? 

Mr.  Deane.  That  is  advances;  some  of  it  in  accordance  with  the 
terms  of  the  contract,  the  original  shipbuilding  contract,  about 
$1,700,000,  and  the  balance  in  accordance  with  the  agreement  of 
May  1, 1918. 

The  Chairman.  Now,  how  much  of  that  $10,000,000  went  to  the 
Anacortes  Shipbuilding  Co.  ? 

Mr.  Deane.  That  went  to  the  Anacortes  Shipbuilding  Co.  ? 

The  Chairman.  Yes.  sir. 

Mr.  Deane.  Approximately  $2,650,000. 

The  Chairman.  Now,  can  you  tell  us  how  much  of  that  was  ad- 
vanced for  the  installation  of  machinery  or  equipment  ? 
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Mr.  Deane.  I  could  tell  you  better,  sir,  how  much  has  been  spent 
on  building  and  equipment  than  how  much  was  advanced  for  that 
purpose. 

The  Chairman.  Sir? 

Mr.  Deane.  I  could  tell  you  better  how  much  vas  spent  for  build- 
ings and  equipment  than  how  much  was  advanced  for  that  purpose. 
The  $1,700,000  paid  in  1917  to  the  Sloan  Shipyards  Corporation, 
that  put  a  considerable  portion  into  plant,  whereas  it  should  have 
gone  into  ships. 

The  Chairman.  Was  that  with  the  assent  of  the  Fleet  Corpora- 
tion? 

Mr.  Deane.  No,  sir ;  without  it. 

The  Chairman.  Now,  will  you  stat^  how  much  of  that  $1,700^ 
was  put  into  plants  ?  Was  that  entire  sum  intended  for  ships,  Mr. 
Deane? 

Mr.  Deane.  That  entire  sum  was  intended  for  ships. 

The  Chairman.  And  that  was  advanced  in  1917? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Now,  can  you  tell  us  how  much  of  that  was  put 
into  plants? 

Mr.   Deane.  There   was   approximately   $330,000   spent   on  the 
Olympia  plant,  approximately  $245.000  on  the  Anacortes  plant,  and 
$103,000  on  the  Capital  City  Iron  Works  at  Olympia,  making  a  total 
of  $678^. 
.    The  Chairman.  Of  the  $1,700,000? 

Mr.  Deane.  Yes. 

The  Chairman.  Now,  after  the  Fleet  Corporation,  or  the  district 
office  knew  that  a  part  of  the  money  advanced  for  ships  had  been 
expended  by  the  oloan  Shipyards  Corporation  in  the  installation 
of  machinery,  equipment,  buildings,  etc.,  in  your  future  financial 
transactions  with  them,  did  you  recoup  this  amount  that  was  ex- 
pended for  purposes  other  than  intended? 

Mr.  Deane.  We  have  never  been  able  to  yet,  sir. 

The  Chairman.  Has  any  attemnt  been  made  to  do  that  ? 

Mr.  Deane.  I  understand  that  Mr.  Sloan  is  back  in  Philadelphia 
now.  trying  to  settle  this  whole  matter. 

The  Chairman.  He  has  been  there  for  some  time,  h^  he  not  ? 

Mr.  Deane.  I  think  so. 

The  Chairman.  Now,  as  to  the  advances  that  were  made  to  the 
Sloan  Shipyards  Corporation  on  account  of  the  Anacortes  yard,  were 
they  for  specified  purposes,  or  were  they  made  without  any  under- 
standing as  to  .what  the  money  should  be  applied  to  ? 

Mr.  Deane.  No;  the  Anacortes  yard  was  required  to  get  the  ap- 
proval of  the  district  manager  for  every  expenditure  that  they  un- 
dertook. There  were  certain  bills  lefft  over  from  Mr.  Sloan's  ad- 
ministration which  were  paid — practically  had  to  be  paid — ^in  order 
to  keep  the  thing  running. 

The  Chairman.  They  show  on  this  statement? 

Mr.  Deane.  No  ;  they  do  not  show  on  it. 

The  Chairman.  What  were  those  bills  for? 
•    Mr.  Deane.  I  could  not  say  oflfhand.    There  were  a  great  many 
of  them  for  expenses  which  he  had  incurred,  which  naturally  had 
not  been  approved  and  possibly  never  would  havei  been  paid,  except 
that  they  had  already  been  incurred. 
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The  Chairman.  Was  there  an  inspector  from  the  district  office  at 
that  plant  while  expenditures  were  oeing  made  ?  '  -^ 

Mr.  Deake.  Yes,  sir. 

The  Chairman.  When  was  the  date  of  the  last  advance  made  to 
the  Sloan  Shipyards  Corporation  on  account  of  the  Anacortes  plant  ? 

Mr.  Deane.  I  will  have  to  get  that  from  the  books. 

The  Chairman.  It  does  not  show  on  the  statement? 

Mr.  Deane.  No;  this  only  goes  to  Julv  31. 

The  Chairman.  No;  I  mean  up  to  July  31  last;  when  was  the  last 
one  made? 

Mr.  Deane.  I  could  not  say. 

The  Chairman.  Prior  to  «fuly  31  ? 

ilr.  Deane.  We  made  these  advances  to  the  Sloan  Shipyards  Cor- 
poration, and  the  Olympia  office  of  the  Sloan  Shipyards  Co.  pays 
the  bills  of  the  Anacortes  yard. 

The  Chairman.  Well,  don't  you  know  when  you  make  an  advance, 
whether  it  is  going  to  be  applied  to  Anacortes  or  Olympia? 

Mr.  Deane.  Yes ;  but  I  do  not  make  any  record  in  my  books. 

The  Chairman.  You  do  not  make  any  record  ? 

Mr.  Deane.  Not  in  my  books;  no. 

The  Chairman.  What  method  have  you  for  checking  up? 

Mr.  Deane.  The  comptroller  down  in  Olympia  sends  up  a  voucher, 
with  a  check  that  has  to  be  countersigned  by  me  and  the  disbursing 
officer  for  the  payment  that  he  intended  to  make.  As  soon  as  the 
check  is  countersigned  here  and  he  returns  it  to  him,  he  deposits  it 
in  the  Olympia  bank.  Then  he  gives  me  a  list  of  the  bills  he  is 
goin^  to  pa^  at  the  time  he  sends  this  check  up.  If  I  think  it  is 
all  nght,  1  sign  it  and  send  it  down  to  him,  and  coming  back  is  this 
monthly  report  or  balance  sheet,  which  shows  what  was  distributed 
during  the  month  and  how  it  was  distributed. 

The  Chairman.  Do  you  keep  that  balance  sheet? 

Mr.  Deane.  That  is  kept  in  Olympia.  That  is  taken  from  the 
Oljmpia  books. 

The  Chairman.  In  the  Olympia  office  of  the  Fleet  Corporation? 

Mr.  Deane.  No,  sir;  the  Olympia  office  of  the  Sloan  Shipyards 
Corporation. 

The  Chairman.  Well,  do  I  understand  you  to  say  that  the  audit- 
ing department  out  here  has  no  records  as  to  how  an  advance  made 
tothe  oloan  Shipyards  Corporation  was  expended? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Whether  at  Anacortes  or  the  Capital  City  Iron 
Works? 

Mr.  Deane.  No,  sir;  Mr.  Higgs,  at  Olympia,  is  an  appointee  of 
ours. 

The  Chairman.  He  is  the  comptroller  ? 

Mr.  Deane.  He  is  the  comptroller.  This  contract  of  May  1  pro- 
vides that  the  Fleet  Corporation  shall  handle  all  finds  for  the 
Sloan  Shipyards  Corporation.  He  is  practically  one  of  my  staff 
down  there,  and  the  records  that  I  have  of  the  way  these  funds  are 
disbursed  are  these  monthly  reports  of  Mr.  Higgs,  and  I  can  not 
spread  them  on  my  books. 

The  Chairman.  Have  you  those  monthly  reports? 

Mr.  Deane.  Yes,  sir. 
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The  Chairman.  They  are  a  part  of  your  records? 

Mr.  Deane.  They  are  a  part  of  my  records. 

The  Chairman.  Assuming  that  you  sent  an  advance,  say,  of 
$300,000,  that  monthly  report  will  show  how  much  was  expended  on 
account  of  the  Anacortes  yard? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  JBut  in  the  records  which  you  have  here,  the  bookB 
that  you  keep,  it  shows  simply  an  advance  to  the  Sloan  Shipyards 
Corporation  i 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Have  you  anything  here  to  show  how  much  money 
was  advanced  on  account  of  the  Anacortes  yard  while  Mr.  Arnold 
was  in  charge  there? 

Mr.  Deane.  Yes,  sir;  I  could  tell  you  that,  but  it  would  have  to 
be  worked  up. 

The  Chairman.  Will  you  do  that  for  us,  Mr.  Deane  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  also  the  amounts  that  were  advanced  when 
Mr.  Sloan  returned  as  manager  on  April  8,  1918,  up  to  July  31, 
1919? 

Now,  the  purposes  of  those  advances  we  would  have  to  get  from 
the  monthly  reports  that  Mr.  Higgs  has  at  Olympia? 

Mr.  Deane.  i  can  get  them  for  you. 

The  Chairman.  Will  you  do  that? 

Mr.  Deane.  This  is  the  monthly  report  that  I  am  reading  from 
now. 

The  Chairman.  That  monthly  report  does  not  show  what  it  is  for. 

Mr.  Deane.  Yes,  sir ;  what  is  was  meant  for. 

The  Chairman.  That  sheet  there  does? 

Mr.  Deane.  Yes. 

The  Chairman.  I  understood  you  to  say  you  had  nothing  to  show. 

Mr.  Deane.  No;  you  asked  me  the  date  of  the  last  advance  to 
Anacortes  and  I  could  not  tell  you,  because  I  gave  you  the  last  ad- 
vance to  Anacortes  from  Olympia. 

The  Chairman.  I  mean  the  last  report  prior  to  July  31  ? 

Mr.  Deane.  Yes;  I  could  not  tell  you.  This  shows  the  distribu- 
tion of  funds  advanced  by  Mr.  Higgs,  at  Olympia.  If  he  spent  any 
money  at  Anacortes,  it  shows  why  ne  spent  it,  but  I  could  not  tell 
you  just  exactly  on  what  date  he  did  spend  it.  This  balance  sheet 
shows  the  state  of  affairs  as  of  July  31,  in  here.  It  shows  the  state 
of  affairs  as  of  June  30,  1919,  in  here,  and  it  shows  what  changes 
have  come  about  for  that  period..  When  you  get  down  to  the  last 
page,  the  cash  advanced  by  the  Shipping  Board  on  July  31,  was 
$10,519,800.  It  shows  the  same  thing  on  June  30,  which  means  to 
say  that  there  was  no  cash  advanced  auring  the  month  of  July. 

The  Chairman.  But  it  does  not  show  how  much  of  that  went  to 
the  Anacortes  yard  and  how  it  was  expended  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  It  does? 

Mr.  Deane.  It  does.  They  had  on  hand  in  the  National  Bank  of 
Seattle  as  of  June  30  $145,000.  They  had  on  hand  on  July  31,  in  the 
same  bank,  $53,000,  showing  that  they  had  expended  $92,554.53 
during  the  month.    Now,  that  was  spent  as  follows :  So  far  as  the 
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Anacortes  yard  was  concerned,  here  are  materials  and  supplies,  Ana- 
cort€s  Shipbuilding  Co.  They  had  less  supplies  on  hand  than  they 
had  at  the  beginning,  which  does  not  mean  to  say  that  they  had  not 
bought  any,  but  it  means  to  say  that  they  had  used  more  than  they 
bought. 

Here  are  the  ships  under  construction  at  Anacortes.  This  shows 
that  during  the  month. they  spent  $81,110.87  on  ships.  Had  they 
spent  anything  on  plant  it  would  show  there,  but  they  did  not.  That 
was  all  tliat  was  spent  at  Anacortes  during  the  month  of  July.  ^ 

The  Chairman.  But  what  I  meant,  Mr.  Deane,  was  this:  While  it 
shows  material  and  supplies,  you  could  not  tell  from  the  statement 
you  have  prepared  for  the  committee  how  much  was  used  in  the 
construction  of  buildings  or  the  installation  of  additional  machinery. 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Buildings  and  equipment  show  nothing? 

Mr.  Deane.  That  is  right. 

The  Chairman.  And  if  there  had  been  any  expenditure  for  equip- 
ment, buildings,  material,  machinery,  or  supplies,  it  would  show  m 
the  last  right-hand  column? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  But  it  would  not  show  to  whom  they  paid  the 
money? 

Mr.  Deane.  It  would  not  show  to  whom  they  paid  the  money. 

The  Chairman.  Now,  Mr.  Deane,  in  passing  upon  the  question  of 
advances,  you  took  into  consideration  that  the  Anacortes  yard  had 
been  very  slow  in  making  delivery  of  ships? 

Mr.  D^ANE.  No ;  we  merely  paid  the  bills  that  had  been  properly 
approved  by  the  district  office.  The  district  purchasing  agent  ap- 
proved their  purchases  as  to  price.  If  there  were  extraordinary  ex- 
penditures for  plant  or  sometning  of  that  sort,  the  district  plant  en- 
lineer  and  district  manager  would  probably  approve  it  before  the 
lands  were  actually  expended  or  the  order  placed ;  so  that  Anacortes' 
own  progress  has  governed  the  amount  of  money  that  they  got, 
and  not  any  limitation  imposed  by  the  finance  division. 

The  Chairman.  That  was  between  the  Sloan  Shipyards  Corpora- 
tion, the  district  office,  and  the  district  supply  officer? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  You,  I  assume,  had  no  knowledge  of  complaints 
of  inspectors  with  reference  to  the  conduct  of  operations  down  there? 

Mr.  Deane.  In  Anacortes? 

Tlie  Chairman.  In  Anacortes. 

Mr.  Deane.  No. 

The  Chairman.  Do  you  know  who  appointed  Mr.  Arnold  in 
charge  there? 

Mr.  Deane.  Mr.  Arnold;  yes.  Mr.  McAllister  appointed  Mr. 
Arnold. 

The  Chairman.  Who  was  Mr.  McAllister? 

Mr.  Deane.  Mr.  McAllister  was  the  manager  of  the  Sloan  Ship- 
yards Corporation,  appointed  December  15,  1917. 
The  Chairman.  How  long  did  he  hold  office? 
Mr.  Deane.  He  continued  until  the  latter  half  of  February.    I 

could  not  tell  you  the  exact  date. 
The  Chairman.  1918? 
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Mr.  Deane.  1918. 

The  Chairman.  And  then  was  succeeded  by  Mr.  Blain  ? 

Mr.  Deane.  No  ;  he  was  succeeded  by  L.  O.  Waldo,  manager  of  the 
Sloan  Shipyards  Corporation. 

The  Chairman.  Did  this  office — ^and  I  mean  your  office  for  this 
district — have  any  amount  apportioned  to  it  for  expenditures  on 
account  of  the  shipbuilding  program  in  this  district  ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  By  the  fleet  corporation  ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  So  that,  so  far  as  expenditures  went,  you  could 
have  approved  them  for  any  amount,  subject  to  final  approval  by  the 
home  office  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Did  you  have  any  statement  or  schedule  of  the 
contemplated  program  on  the  part  of  the  Fleet  Corporation  in  this 
district  as  to  the  number  of  steel  ships  and  the  number  of  wooden 
ships? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Who  is  R.  M.  Calkins? 

Mr.  Deane.  B.  M.  Calkins  is  the  man  that  had  the  contract  with 
the  Sloan  Shipyards  Corporation  for  four  motor  ships. 

The  Chairman.  Did  the  Sloan  Shipyards  Corporation  have  a 
contract  with  the  Fleet  Corporation  for  some  motor  ships? 

Mr.  Deane.  Not  motor  ships ;  no. 

The  Chairman.  Not  motor  ships? 

Mr.  Deane.  No. 

The  Chairman.  Then  how  does  Mr.  Calkins  come  into  the  transac- 
tions between  the  Sloan  Shipyards  Corporation  and  the  Fleet  Cor- 
poration? 

Mr.  Deane.  This  motor-ship  contract  was  taken  on  by  the  Sloan 
Shipyards  Corporation  before  Sloan  took  our  contract  for  16  ships. 
He  had  already  started  construction  on  them.  Calkins  had  paid 
about  a  million  dollars  on  account  of  the  contract  So,  of  course, 
according  to  this  statement  of  May  1,  we  were  to  advance  sufficient 
funds  to  finish  four  Calkins  motor  ships,  up  to  a  certain  amount. 

The  Chairman.  Which  were  being  constructed  at  Olympia  ? 

Mr.  Deane.  Which  were  being  constructed  at  Olympia. 

The  Chairman.  Do  you  know  whether  those  ships  were  ever  com- 
pleted? 

Mr.  Deane.  Yes,  sir;  they  were. 

The  Chairman.  Were  they  delivered  to  Mr.  Calkins? 

Mr.  Deane.  They  wore  delivered;  yes,  sir.  They  were  delivered 
to  Mr.  Calkins. 

The  Chairman.  And  what  did  the  Shipping  Board  receive  on  ac- 
count of  the  advances? 

Mr.  Deane.  On  account  of  the  advances? 

The  Chairman.  Yes. 

Mr.  Deane.  We  collected  a  progress  payment  from  Calkina.  As  a 
matter  of  fact,  the  ships  cost  something  like  $213,000  more  than  the 
payments  received. 

The  Chairman.  Do  you  mean  more  than  was  repaid  to  the  Fleet 
Corporation  ? 
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Mr.  Deane.  Yes. 

The  Chairman.  And  is  that  one  of  the  questions  that  are  under 
ftdTisement  between  the  corporation  and  Mr.  Sloan? 

luT.  Oeai4^   Y'es  siT< 

The  Chairman.' Now,  there  has  been  about  $179,000  or  $180,000 
paid  on  account  of  the  Anacortes  yard  on  the  two  hulls  which  have 
been  canceled? 

Mr.  Deanb.  Yes ;  about  $180,000. 

The  Chairman.  Yes,  sir.  Do  you  know  whether  that  is  one  of  the 
auestions  that  are  imder  advisement  for  settlement  between  Mr. 
dloan  and  the  corporation  in  Philadelphia? 

Mr.  Deane.  Yes;  I  presume  it  would  be. 

The  Chairman.  Did  vou  know  of  Mr.  Joseph  Sloan  being  ap- 
pointed manager  there  ^or  the  Fleet  Corporation  at  the  Anacortes 
plant? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Did  you  have  any  negotiations  directly  with  him 
while  he  was  manager? 

Mr.  Deane.  No,  sir. 

The  Chairai AN.  I  think  that  is  all  I  have.  Mr.  Kelley,  have  you 
any  questions? 

Sir.  Kelley.  Mr.  Deane,  as  comptroller,,  do  you  keep  track  of  the 
expenditures,  so  that  you  can  tell  the  cost  or  construction  of  any 
ship  in  the  Sloan  yard?  , 

Mr.  Deane.  Yes,  sir.  I  can  give  you  the  construction  cost  up  to 
date  on  any  ship  in  the  Sloan  yard. 

Mr.  Kellet.  How  many  ships  have  they  finished? 

Mr.  Dea^^e.  They  have  finished  four  snips.  I  would  not  be  sure 
of  that.    I  can  rive  you  the  numbers — 39,  40,  41,  and  42. 

Mr.  Kellet.  Have  you  the  information  there  at  hand  aS  to  what 
those  four  ships  cost  ? 

Mr.  Deane.  I  can  give  you  that,  sir.  This  report  is  July  31,  and 
the  last  of  those  four  ships  is  only  just  being  turned  over,  and  there 
is  naturally  some  additional  expense  to  go  on. 

Mr.  KEijiET.  Have  you  there  the  cost  of  any  of  the  four? 

Mr.  Deane.  I  can  give  you  the  cost  on  No.  39. 

Mr.  Kellet.  What  was  the  cost  of  No.  39  ? 

Mr.  Deane.  About  $770,000. 

Mr.  Kellet.  What  was  the  contract  price? 

Mr.  Deane.  $550,000.  That  $770,000,  however,  includes  about 
$60,000  of  wage  increases,  etc.,  which  we  are  called  upon  to  pay  in 
addition  to  the  contract  price. 

Mr,  Kellet.  How  .would  the  balance  of  the  difference  be  ac- 
counted for  between  the  actual  cost  and  the  contract  price? 

Mr.  Deane.  That  would  be  a  loss  to  the  Sloan  Shipyards  Corpora- 
tion. 

Mr.  Hadlet.  It  would  be  what? 

Mr.  Deane.  It  would  be  a  loss  to  the  Sloan  Shipyards  Corpora- 
tion. 

Mr.  Kellet.  Will  you  give  us  the  cost  of  each  of  the  other  ships 
that  was  completed? 
Mr.  Deane.  Yes ;  I  will  get  that  for  you. 
Mr.  Kellet.  You  will  get  that  and  submit  it  ? 
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Mr.  Deane.  Yes,  sir. 

Mr.  EJBLLET.  I  think  that  is  all  I  have  to  ask. 

Mr.  Hadley.  Referring  to  that  last  question,  Mr.  Deane,  I  under- 
stand on  No.  39  there  woul4  be  a  cost  above  the  contract  price  of 
$220,000,  approximately,  of  which  $60,000  was  added  labor  costs^ 
pending  the  execution  of  the  contract.  That  would  leave  $160,000 
to  be  otherwise  accounted  for,  and  you  said  that  would  be  a  loss  to 
the  Sloan  Shipyards  Corporation? 

Mr.  Deane.  Yes,  sir. 

Mr.  Hadley.  Did  the  Sloan  Shipyards  Corporation  advance  that 
$160,000,  or  did  the  Fleet  Corporation  advance  it  ? 

Mr.  Deane.  The  Fleet  Corporation  advanced  that. 

Mr.  Hadley.  Then,  the  loss  to  the  Sloan  Shipyards  Corporation 
is  a  loss  in  settlement  that  for  the  time  being  is  simply  a  matter  of 
bookkeeping,  so  far  as  the  Fleet  Corporation  is  concerned?^ 

Mr.  Deane.  That  is  so.  So  far  as  all  of  these  Sloan  affairs  stand 
now  it  is  a  matter  of  bookkeeping. 

Mr.  Hadley.  Exactly,  and  if  in  the  adjustment  the  Fleet  Corpora- 
tion would  be  fortunate  enough  to  recoup  that  $160,000,  the  Govern- 
ment would  lose  nothing  bv  the  contract,  but  otherwise  it  would  lose 
$160,000  on  No.  39? 

Mr.  Deane.  Yes,  sir. 

Mr.  Hadley.  Approximately? 

Mr.  Deane.  Yes,  sir. 

Mr.  Hadley.  If,  when  you  would  put  into  the  record  the  additional 
statement  upon  the  other  ships,  the  same  or  relatively  some  similar 
situation  should  present  itself,  your  last  statement  would  be  appli- 
cable in  the  premises?. 

Mr.  Deane.  It  would  be  applicable;  yes. 

Mr.  Hadley.  These  were  the  four  ships,  if  I  understand  you  cor- 
rectly, that  were  completed  at  the  Anacortes  shipyard? 

Mr.  Deane.  No,  sir;  Olympia. 

Mr.  Hadley.  Oh;  at  Olympia? 

Mr.  Deane.  Yes,  sir. 

Mr.  Hadley.  How  many  hulls  were  completed  at  the  Anacortes 
yard  ? 

Mr.  Deane.  I  will  have  to  get  that  for  you.  I  would  be  merely 
guessing  at  it. 

Mr.  Hadley.  I  wanted  to  inquire  as  to  the  cost  of  those  hulls. 
You  would  have  to  get  that,  would  you  ? 

Mr.  Deane.  You  see,  this  is  completing  a  ship  contract  due  to 
cancellations.  A  great  many  of  them  were  completed  as  hulls,  and 
I  would  have  to  look  up  the  records  to  be  sure  which  is  which. 

Mr.  Hadley.  Would  vou  be  able  to  ascertain  the  cost  of  the  hulls 
at  the  Anacortes  vardf 

Mr.  Deane.  Yes. 

Mr.  Hadley.  Which  were  completed? 

Mr.  Deai^.  Yes. 

Mr.  Hadley.  And  what  was  done  with  them  ? 

Mr.  Deane.  Yes. 

Mr.  Hadley.  And  whether  the  cost  exceeded  the  contract  price; 
and  if  so,  of  what  the  excess  consisted ;  in  other  words,  the  same  gen- 
eral analysis  of  the  situation  as  to  those  hulls  which  you  have  ]ust 
been  considering  with  respect  to  these  four  ships? 
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Mr.  Deane.  All  right,  sir. 

Mr.  EUdley.  I  would  like  to  have  that  information  in  the  record, 
if  vou  will  furnish  it  at  your  convenience. 

Mr.  Deane.  All  right,  sir. 

Mr.  Hadi^bt.  You  stated  that  Mr.  McAllister  appointed  Mr. 
Arnold? 

Mr.  Deane.  Yes,  sir. 

Mr.  Hadlby.  And  that  Mr.  McAllister  was  succeeded  by  Mr. 
Waldo,  who  appointed  Mr.  McAllister,  if  you  know  ? 

Mr.  Deane.  Mr.  McAllister  was  either  nominated  by  Gapt.  Blain 
and  appointed  by  Mr.  Sloan  or  else  nominated  by  Mr.  Sloan  and 
appointed  by  Capt.  Blain.    I  could  not  say  for  sure  which. 

Mr.  Hadley.  Is  that  true  in  the  case  of  Mr.  Waldo,  or  do  you 
know  about  him  ? 

Mr.  Deane.  No.    I  think  Mr.  Pigott  appointed  Mr.  Waldo. 

Mr.  Hadley.  And  who  appointed  Mr.  Sloan^? 

Mr.  Deane.  Mr.  Pigott. 

Mr.  HADLEr.  Then  Mr.  Sloan  was  acting  in  what  capacity? 

Mr.  Deane.  Joseph  A.  Sloan,  up  in  Anacortes? 

Mr.  Hadi-by.  Yes. 

Mr.  Deane.  Manager  of  the  yard. 

Mr.  Hadlby.  Under  the  authority  of  the  Fleet  Corporation? 

Mr.  Deane.  As  to  expenditures ;  yes. 

Mr.  Hadlby.  What  do  you  mean  by  limiting  his  authority  to 
expenditures  ? 

Mr.  Deane.  Our  contract  with  the  Sloan  Shipyards  Corporation 
provided  that  all  expenditures  of  the  Sloan  Shipyards  Corporation 
should  be  approved  by  the  district  office.  The  purchase  of  materials 
had  to  be  approved.  If  he  wanted  to  raise  a  man's  salary,  it  would 
require  approval,  etc. 

Mr.  Hadlby.  Well,  did  you  represent  the  Fleet  Corporation  in  the 
construction  of  the  hulls? 

Mr.  Deane.  In  the  construction  of  the  hulls? 

Mr.  Hadlby.  Yes ;  in  the  application  of  the  money. 

Mr.  Deane.  I  should  say  he  represented  the  Sloan  Shipyards  Cor- 
poration in  the  construction  of  tnese  hulls.  We  maintained  our  in- 
spectors in  that  yard  just  as  in  any  other  yard. 

Mr.  Hadley.  Who  appointed  the  inspectors? 

Mr.  Deane.  The  district  manager. 

Mr.  Hadley.  You  show  an  aggregate  expenditure  of  $678,000  for 
advancement  to  plants  at  Anacortes  and  Capital  City  Iron  Works. 
Was  any  of  that  sum  repaid  to  the  Fleet  Corporation  f 

Mr.  rbiANE.  No,  sir. 

Mr.  Hadlef.  Then,  unless  that  should  be  subsequently  recoverable, 
it  would  be,  so  far  as  the  contract  was  concerned,  upon  your  state- 
ment of  the  case,  a  net  loss  to  the  Government,  would  it  not,  because 
the  advancement  was  supposed  to  be  upon  ships,  but  it  went  into 
plant! 
Mr.  Deane.  Yes,  sir ;  but  there  would  be  some  value  in  those  plants. 
Mr.  Hadley.  Well,  that  is  a  very  important  statement.    The  com- 
mittee ought  to  understand  that.    The  plants  are  the  property  of  the 
Fleet  Corporation  ? 
Mr.  Deane.  No. 
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Mr.  Hadley.  Then,  you  have  a  lien  upon  them  which  you  can 
enforce? 

Mr.  Deane.  We  have  a  mortgage  on  those  plants. 

Mr.  Hadley.  On  the  three  plants? 

Mr.  Deane.  Yes. 

Mr.  Hadley.  Executed  by  the  respective  corporations? 

Mr.  Deane.  Yes. 

Mr.  Hadley.  And  the  Fleet  Corporation  ? 

Mr.  Deane.  Yes. 

Mr.  Hadley.  What  is  the  amount  of  the  mortgage,  if  you  know? 

Mr.  Deane.  I  could  not  tell  you.  The  mortgage  is  on  file  in  the 
home  office. 

Mr.  Hadley.  There  are  three  separate  mortgages? 

Mr.  Deane.  There  must  be. 

Mr.  Hadley.  And  the  mortgages  are  on  file  in  the  home  office? 

Mr.  Deane.  Yes,  sir. 

Mr.  Hadley.  Why  did  the  Fleet  Corporation  advance  for  the  com- 
pletion of  the  four  motor  ships  at  Olympia,  inasmuch,  as  I  under- 
stand, they  never  contracted  in  regard  to  those  ships? 

Mr.  Deane.  I  could  not  say,  sir.  This  agreement  was  made  in  the 
home  office. 

Mr.  Hadley.  I  have  forgotten  how  much  the  advancement  was. 
Did  you  state  it?    Perhaps  you  did. 

Mr.  Deane.  No;  I  do  not  think  I  told  you  how  much  had  been 
spent  on  those. 

Mr.  Hadley.  Can  you  state  how  much  was  advanced  ? 

Mr.  Deane.  For  the  completion  of  those  ships? 

Mr.  Hadley.  Yes,  sir.  I  think  I  have  a  note  to  the  effect  they 
cost  about  $220,000  more  than  was  paid. 

Mr.  Deane.  Yes.  They  cost  $223,000  more  than  the  contract  price. 
I  will  have  to  get  you  that,  sir. 

Mr.  Hadley.  I  would  like  to  know,  if  you  please,  how  much  was 
advanced  on  those,  and  also  whether  that  was  in  any  way  secured. 
Terhaps  you  are  able  to  state  as  to  that  now. 

Mr.  Deane.  No  ;  not  secured. 

Mr.  Hadley.  Not  secured  ? 

Mr.  Deane.  No. 

Mr.  Hadley.  Well,  is  there  any  means,  so  far  as  you  know,  of  re- 
covering that,  unless  it  be  upon  tltie  responsibility  or  the  Sloan  Ship- 
yards Corporation? 

Mr.  Deane.  That  is  all.  At  the  time  of  this  agreement  between 
the  home  office  and  Mr.  Sloan  Mr.  Sloan  mortgaged  all  the  prop- 
erty of  the  Sloan  Shipyards  Corporation,  so  that  we  have  got  a  lien 
on  everything  that  they  have  got.  Anything  that  is  outside  of  that, 
if  we  can  not  settle  with  Sloan  or  collect  from  Sloan,  it  would  be  a 
loss  to  the  Fleet  Corporation. 

Mr.  Hadley.  I  understood  you  to  say  at  first  that  the  advance- 
ment for  the  four  motor  ships  would  not  be  secured? 

Mr.  Deane.  No. 

Mr.  Hadley.  The  mortgages  secured  only  applies  to  the  advance- 
ment under  the  contract? 

Mr.  Deane.  The  only  things  they  have  got  are  those  three  plants. 
I  do  not  think  the  value  of  those  plants  would  be  more  than  sufficient 
to  repay  us  for  the  amount  of  money  that  we  have  invested  in  them. 
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Mr.  Hadmiy.  So  that  if  it  should  develop  that  there  had  been  a 
substantial  sum  advanced  by  the  Fleet  Corporation  on  the  four  motor 
ships,  there  would  be  no  security,  and  that  would  be  a  loss  ? 

Jlr.  Deane.  Yes. 

Mr.  Hadi^y.  I  think  that  is  all. 

Mr.  Kelley.  Suppose,  during  the  progress  of  the  work  under  the 
contract,  it  developed  that  the  contractor  had  bid  too  low  and  that 
he  was  getting  himself  into  a  failing  condition,  where  he  probably 
could  not  finish  up  the  ships  at  all,  or  might  go  into  insolvency,  what 
was  the  attitude  of  the  Emergency  Fleet  Corporation  toward  modi- 
fring  his  contract  and  keeping  them  out  of  insolvency  and  getting  * 
the  snips  finished  up  ? 

Mr.  Deane.  That  would  be  a  home  office  affair. 

Mr.  Kelley.  Well,  did  you  happen  to  know  what  the  policy  was 
in  any  instance  ? 

Mr.  Deane.  If  a  shipbuilder  could  show  reasonable  progress, 
could  show  that  he  was  spending  the  money  properly,  etc. 

Mr.  E^ELLEY.  Yes. 

Mr.  Deane  (continuing) .  It  went  back  to  the  home  office. 

Mr.  Kelley.  Yes;  and  if  everything  was  all  right  and  the  money 
had  been  properly  spent,  if  thev  had  built  ships  and  were  in  good 
condition  and  progress  reasonably  made,  but  that  the  market  had 
changed  or  somethmg  of  that  sort,  and  they  were  going  into  insol- 
vency if  they  carried  out  the  contract,  what  was  the  attitude  of  the 
Fleet  Corporation? 

Mr.  Deane.  I  think  they  would  receive  favorable  consideration 
from  the  Fleet  Corporation, 

Mr.  Kelley.  They  would  modify  that  contract? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  And  increase  the  contract  price? 

Mr.  Deane.  And  increase  the  contract  price. 

Mr.  E^elley.  Was  that  done  for  the  Sloans? 

Mr.  Deane.  The  Sloan's  contract  price  was  increased  from  $490,- 
000  to  $550,000  per  ship. 

Mr.  Kelley.  How  did  that  compare  with  the  cost  of  ships  of  a 
similar  character  made  in  this  locality  by  other  corporations! 

Mr.  Deane.  That  was  the  going  contract  price  for  the  completed 
ships  as  of  the  date  of  the  agreement.  May  1, 1918. 

Mr.  Kelley.  $550,000? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  Was  that  about  what  the  ships  made  by  the  Grays 
Harbor  people  cost  the  Government? 

Mr.  Deane.  The  Grays  Harbor  people  did  not  have  a  complete 
ship  contract.  They  had  hull  contracts,  and  then  installation  con- 
tracts on  which  we  supplied  the  machinery  and  paid  them  for  labor 
of  installation.    It  was  also  a  dijfferent  type  of  ship. 

Mr.  Keixey.  So  that  no  comparison  could  be  made  between  the 
two? 

Mr.  Deane.  No. 

Mr.  Kelley.  Now,  you  say  you  are  charged  with  discretion  in  the 
paying  out  of  advances  on  account  of  any  particular  wor ;  that  is, 
ay,  you  turned  it  down  or  not,  unless  you  had  express  orders  from 
the  home  office? 
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Mr.  Deane.  I  make  payments  in  accordance  with  the  terms  of  the 
contracts.  If  it  is  necessary  to  withhold  payment  and  break  the 
terms  of  those  contracts,  in  some  cases  I  do  so  and  get  the  home 
office  to  ratify  my.action. 

Mr.  Kelley.  As  to  whether  or  not  the  terms  of  the  contract  are 
being  carried  out  bv  the  corporation,  you  rely  on  the  reports  of  the 
other  branches  of  the  local  office  ? 

Mr.  Deane.  I  rely  on  their  signature  to  the  voucher. 

Mr.  Kellet.  Now,  in  making  advances  to  this  Sloan  concern,  did 
you  have  knowledge  all  along  that  the  work  was  in  a  very  unsatisfac- 
tory condition? 

Mr.  Deane.  Yes;  I  did. 

Mr.  Keixet.  When  you  were  convinced  that  a  corporation  was 
getting  itself  in  a  position  where  it  could  not  carry  out  the  con- 
tract, where  the  delays  would  be  very  great,  what  was  your  method 
of  handling  that  ?  W  ould  you  communicate  that  to  the  home  office, 
or  were  you  entirely  limited  in  your  communications  through  the 
manager  of  this  office? 

Mr.  Deane.  No ;  I  sent  a  copy  of  this  report  every  month  to  the 
home  office.    That  also  went  to  the  district  manager. 

Mr.  Keixey.  Suppose  you  had  made  up  your  mind  that  the  put- 
ting of  money  into  the  Sloan  yard  was  like  pouring  money  into  a 
rat Tiole,  where  would  you  give  that  information  ? 

Mr.  Deane.  You  would  have  to  give  that  information  to  the  home 
office,  and  you  would  also  have  to  get  action  from  the  home  office 
to  stop  making  those  payments. 

Mr.  Kelley.  You  were  being  convinced  that  it  was  a  waste  of 
money  to  go  ahead  with  the  Sloan  plant  with  these  large  advances? 

Mr.  Deane.  I  was  of  the  opinion  that  the  Anacortes  yard  should 
be  closed  down  right  at  the  start,  but  as  to  Olympia,  I  do  not  think 
there  has  b^en  any  terrible  waste  of  money  at  Olympia. 

Mr.  Kelley.  They  only  finished  4  ships  out  of  15  at  the  Olympia 
yard  ? 

Mr.  Deane.  Yes ;  that  is  so. 

Mr.  Kelley.  They  were,  as  I  understand  it,  among  the  very  first 
contractors? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  In  this  whole  region? 

Mr.  Deane.  Yes ;  but  even  though  they  were  one  of  the  first  con- 
tractors in  the  district — practically  the  first  wooden  contractor  in 
the  district — ^up  to  Decemoer,  1917,  they  had  hardly  made  any  head- 
way at  all,  and  they  had  received  $1,700,000  under  the  contract,  and 
they  had  actually  spent  on  ships  or  ship  construction  $219,000. 

Mr.  Kelley.  And  they  had  how  much  coming,  you  say? 

Mr.  Deane.  $1,700,000. 

Mr.  Keixey.  From  the  Emergencjr  Fleet  Corporation? 

Mr.  Deane.  Just  a  minute.  I  will  correct  that  $219,000  item. 
They  spent  $593,000  on  labor  and  material  for  ship  construction. 

Mr.  Kelley.  What  did  they  do  with  the  rest  or  the  money  you 
advanced  them? 

Mr.  Deane.  They  made  advance  payments  on  accounts  of  con- 
tracts, and  made  such  advances  as  to  the  Wisconsin  Timber  Co. 
for  $100,000.    I  only  make  that  point  to  show  you  of  the  very  little 
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way  the  actual  construction  of  the  work  had  gotten  in  the  six  months 
that  had  elapsed  between  the  signing  of  the  contract  and  December, 
1917. 

Mr.  Kelley.  That  being  the  case,  do  you  think  you  were  war- 
ranted in  making  so  many  large  advances  after  that  date  without 
calling  attention  specifically  to  the  situation  at  the  home  office? 

Mr.  Deans.  I  have  called  the  home  office's  attention  to  the  Sloan 
affairs  repeatedly. 

Mr.  Kelley.  The  home  office  is  entirely  clear  as  to  the  conditions 
in  the  Sloan  yard? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  And  has  been  from  the  start  ? 

Mr.  Deake.  From  the  very  start. 

Mr.  Kelley.  So  that  whatever  money  you  advanced  you  advanced 
with  the  knowledge  of  the  Emergency  Fleet  Corporation  at  Phila- 
delphia ? 

Mr.  Deane,  Yes,  sir;  I  have  to  requisition  my  money  from  Phila- 
delphia. 

Mr.  Kelley.  Yes;  I  know;  but,  in  the  light  of  conditions,  you 
kept  calling  their  attention  also  to  conditions  in  the  yard  ? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  If  you  had  been  permitted  to  exercise  your  own  judg- 
ment in  i-elation  to  the  advances  to  the  Sloan  Shipyards  Corpora- 
tion, how  far  would  you  have  gone  in  the  matter  or  advances  ? 

Mr.  Deane.  I  have  never  given  it  any  consideration. 

Mr.  Kelley.  You  have  never  given  that  question  any  consider- 
ation? 

Mr.  Deane,  No. 

Mr.  Kelley.  But  you  felt  every  time  you  made  an  advance  after 
December,  1917,  that  you  were  throwing  good  money  after  bad 
money,  did  you? 

Mr!  Deane.  No;  I  did  not. 

Mr.  Kelley.  Well,  how  did  you  feel  about  it? 

Mr.  Deane.  I  felt  tolerably  well  satisfied  until  quite  recently. 

Mr.  KELLEr.  Until  quite  recently? 

Mr.  Deane.  Yes ;  it  has  been  a  very  hard  matter 

Mr.  Kelley.  About  how  many  hundreds  of  thousands  of  dollars 
liave  you  felt,  possibly,  ought  not  to  have  been  advanced? 

Mr.  Deane.  From  the  time  of  the  siting  of  the  armistice,  or  from 
the  end  of  last  year,  when  cancellations  were  beginning  to  come 
along,  the  Sloan  problem  was  different.  Had  these  16  ships  been 
built  in  accordance  with  the  terms  of  the  contract,  I  do  not  think 
there  Avould  have  been  any  complaint  in  regard  to  the  Sloan  Ship- 
yards Corporation.  With  the  cancellations  under  way,  we  got  all 
the  inefficiency  to  absorb  over  about  less  than  one-half  the  work  con- 
tracted for:  so  that  changed  my  viewpoint  on  the  Sloan  yards  to 
K)rae  extent. 

Mr.  Kelley.  That  is  the  backward  view — not  the  forward  view? 

Mr.  Deane.  Exactly. 

Mr.  Kelley.  And  we  can  look  backward  a  little  better  than  we 
can  forward? 

Mr.  Deane.  Yes. 
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Mr.  KfjjiKy.  What  is  you  opinion  as  to  the  reasonable  progress, 
whatever  progress  was  made,  after  Mr.  McAllister  went  into  the  yard 
as  manager,  and  under  complete  jurisdiction  of  this  office? 

Mr.  Deanb.  In  December,  1917,  the  affairs  of  the  Sloan  Shipyards 
Corporation  were  in  a  very  chaotic  condition.  Their  credit  was  all 
gone.  Nobody  would  accept  an  order  from  them.  The  drawing 
office  was  way  behind  the  actual  construction  of  the  ships.  The 
material  had  almost  stopped  coming  into  the  yard.  Wh§n  materials 
came  in  in  December  it  took  them  two  months  to  get  even  a  semblance 
of  order  established. 

Mr.  Kelley.  That  is  early  in  January,  1918  ? 

Mr.  Deane.  That  would  bring  it  along  to  about  the  end  of  Feb- 
ruary, 1918,  and  then  the  big  handicap  after  that  was  the  plans  of 
the  drawing  office.    They  had  not  got  ahead. 

Mr.  Keluby.  Could  that  properly  be  taken  care  of  during  those 
two  months  or  three  months  of  Mr.  McAllister's  being  in  charge? 

Mr.  Deane.  That  was  being  taken  care  of.  There  was  a  man  work- 
ing there  a  night  on  that  job,  but  the  construction  work  proceeding 
almost  as  fast  as  he  was. 

Mr.  Kelley.  Now,  the  yard  itself  was  a  shipyard,  as  I  under- 
stand, and  well  equipped? 

Mr.  Deane.  The  yard  is  a  good  yard  and  well  equipped,  but  it  is 
not  properly  balanced.  There  are  exrfit  ways.  There  is  not  sufficient 
storage  capacity  for  eight  ways.  There  is  not  sufficient  mill  ca- 
pacity for  eight  ways. 

Mr.  Kelley.  Mr.  McAllister  was  to  have  a  free  hand  in  every- 
thing out  there? 

Mr,  Deane.  Yes. 

Mr.  Kelley.  He  was  an  employee  of  this  office? 

Mr.  Deane.  I  could  not  say  for  sure  whether  he  was  an  em- 
ployee of  this  office  or  of  Mr.  Sloan's. 

Mr.  Kelley.  But  he  got  all  of  his  orders  here,  did  he  not? 

Mr.  Deane.  I  could  not  say  that,  so  much  as  to  say  that  the  dis- 
trict office  ratified,  whenever  it  felt  inclined  to  Mr.  McAllister's 
actions. 

Mr.  Kelley.  Did  you  help  to  get  up  this  brief? 

Mr.  Deane.  I  do  not  know  what  that  is,  sir. 

Mr.  Kelley.  This  district  auditor's  files;  abstract  of  files  of  the 
Sloan  Shipyards  Corporation? 

Mr.  Deane.  I  did  not  help  to  get  it  up ;  no. 

Mr.  Kelley.  On  December  13,  1917,  this  abstract  contains  the 
following  notation : 

Mr.  Blain  wrote  Mr.  Bowles.  Sloan  withdraws  any  nominations  and  states 
that  any  man  I  would  put  In  would  be  satisfactory.  Mr.  McAllister  appointed 
acting  general  manager  for  the  time  being,  and  acting  with  him  there  is  being 
secured  qualified  purchasing  agent  and  an  efficient  but  an  abbreviated  organi- 
zation. 

And  under  the  same  date: 

Substance  of  agreement:  McAllister  will  be  made  acting  manager  of  the 
three  plants  and  he  will  select  his  personnel  after  conference  with  the  manager 
of  the  Fleet  Corporation. 

It  would  seem  as  though  from  that  date  on,  December  13,  1917, 
that  whatever  success  or  lailure  there  was  down  there  would  be  up 
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« 

to  the  Emergency  Fleet  Corporation  ?  Would  it  not  seem  so  to  you, 
Mr.  Deane,  from  the  time  Mr.  McAllister  went  in?  You  could  not 
lay  anything  onto  the  Sloans  after  that,  could  vou? 

Mr.  Deane.  Yes;  I  think  you  could.  The  agreement  of  May  1, 
1918^  under  which  this  yard  was  operated,  calls  upon  Mr.  Sloan  to 
do  certain  things  and  it  calls  upon  him  not  to  do  other  things.  If  he 
refused  to  take  his  part  in  the  contract,  I  should  judge  a  certain 
amount  of  credit  for  good  management  or  blame  for  mismanagement 
was  due  toliim. 

Mr.  Keujbt.  Let  us  see  from  this  memorandum  here: 

Compensatioo  of  employees  to  be  agreed  upon  between  Blain  and  McAUlster 
L«  jsatisfactory  to  Sloan ;  Sloan  to  work  in  conjunction  with  the  manaRement 
and  use  every  jwssible  effort  toward  getting  in  the  lumber  and  material. 

Then  Sloan  says:  "I  will  not  interfere  with  anything,  but  am 
subject  to  your  calls."  Sloan  brought  up  the  question  of  occasional 
Sunday  visits  to  the  yard.  He  was  allowed  to  go  there  only  on 
Sundays,  apparently,  when  there  was  not  any  work  going  on ;  every 
third  Sunday;  on  special  occasions — Fourth  of  July,  I  suppose,  or 
Christmas — ^"  and  was  given  to  understand  there  was  no  objection, 
as  long  as  nothing  was  done  to  make  it  appear  that  he  had  any 
directing  influence  on  the  policy  of  the  yard." 

How  could  you  expect  very  much  cooperation  from  Mr.  >Sloan 
when  that  was  what  he  was  instructed  to  do? 

Mr.  Deane.  He  was  not  instructed  to  do  that,  sir.    He  agreed  to  it. 

Mr.  KelIiEY.  He  agreed  to  do  that? 

Mr.  Deane.  Yes. 

Mr.  KeiXiEt.  That  is  the  same  thing.  When  he  agreed  to  stay 
iway,  except  an  occasional  visit  on  Sunday,  how  can  vou  complain 
that  he  did  not  cooperate  ?  A  man  who  could  visit  the  plant  only 
occasionally,  on  Sunday,  would  not  be  in  a  position  to  be  of  any 
assistance  to  the  yard  whatever.    He  would  be  a  stumbling  block. 

Mr.  Deane.  That  was  not  lived  up  to  very  strictly.  Mr.  Sloan 
was  down  there  quite  often  on  weekdays. 

Mr.  Keixey.  I  am  talking  now  about  what  you  would  naturallj 
expect  out  of  a  man  where  the  understanding  was  he  was  to  visit 
the  plant  only  occasionally,  on  a  Sunday.  How  could  you  expect 
any  cooperation  or  assistance  from  him  that  would  be  of  any  ac- 
count? He  would  not  be  in  touch  with  the  yard  at  all,  would  he, 
if  he  did  not  get  there  except  occasionally  ? 

Mr.  Deane.  No  ;  he  was  in  very  close  touch. 

Mr.  Keixet.  Do  you  know  whether  it  was  ever  proposed  to  take 
these  ships  away  from  the  Sloan  yard  and  send  tnem  over  to  the 
Grays  Harbor  Motor  Ship  Corporation  for  finishing?  Was  that 
ever  put  up  to  the  home  office? 

Mr.  Deane.  I  have  copies  of  one  or  two  wires  sent  by  Capt.  Blain 
to  the  home  office. 

Mr.  Keuley.  Suggesting  that  course? 

Mr.  Deane.  Something  along  that  line;  but  I  did  not  get  the 
wires  until  after  the  suggestion  had  been  made  and,  I  think,  turned 
down  by  tlie  home  office. 

Mr.  Keixet.  Would  that  have  been  a  feasible  proposition?  I 
suppose  that  could  only  possibly  apply  to  those  ships  which  had 
not  yet  been  started  ? 
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Mr.  Deane.  I  do  not  think  the  idea  was  to  transfer  the  ships  to 
be  completed  at  Grays  Harbor ;  but  it  was  to  have  the  Grays  Harbor 
management 

Mr.  Kelley.  Come  over  here  and  do  the  work? 

Mr.  Deane  (continuing).  Come  over  to  Olympia  and  do  the  work 
there.  Had  they  done  so,  they  probably  would  have  done  a  very 
good  job. 

Mr.  Kelley.  Would  you  have  approved  of  the  Grays  Harbor 
Motor  Ship  Corporation  taking  charge  of  their  yard? 

Mr.  Deane.  It  would  depend  upon  the  terms,  a  good  deal. 

Mr.  Keu^t.  No;  so  far  as  getting  results  is  concerned? 

Mr.  Deane.  So  far  as  getting  results  is  concerned,  I  think  they 
would  get  very  good  results. 

Mr.  Kelley.  Then,  you  think  the  Grays  Harbor  people  could 
have  taken  this  yard  in  December  and  could  have  turned  out  the 
ships  in  a  comparatively  reasonable  time,  taking  into  account  what- 
ever situation  the  yard  was  in? 

Mr.  Deane.  I  think  they  could  have  done  a  good  deal  faster 
than  it  was  done. 

Mr.  Kelley.  But  the  Fleet  Corporation  itself,  in  almost  fall 
control,  was  not  able  to  do  that.  Do  you  know  what  proposition 
Mr.  Blain  made  to  the  home  office  that  this  work  should  be  turned 
over  to  the  Grays  Harbor  Motor  Ship  Corporation  ? 

Mr.  Deane.  I  have  the  wires  in  my  files,  as  I  sav. 

Mr.  EijLLEY.  Will  you  bring  them  down,  Mr.  Deane  ? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  Any  propositions  relating  to  the  transfer  of  these 
contracts  to  the  Grays  Harbor  Motorship  Corporation  ? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Have  you  any  questions,  Mr.  Foster? 

Mr.  Foster.  You  have  seen  this  abstract,  have  you  not? 

Mr.  Deane.  No,  sir. 

Mr.  Foster.  Did  you  know  of  its  existence? 

Mr.  Deane.  No,  sir. 

Mr.  Foster.  It  purports  to  have  coj)ies  of  letters  from  the  district 
auditor's  files.    Those  would  be  your  files  ? 

Mr.  Deane.  Yes.  I  turned  my  files  over  to  the  legal  division  for 
about  two  weeks  about  a  month  ago  so  that  they  could  compile  some 
data  on  this  Sloan  yard,  and  I  presume  that  is  where  this  has  come 
from. 

Mr.  Foster.  Whom  did  you  turn  your  files  over  to  ? 

Mr.  Deane.  I  turned  my  files  over  to  Mr.  Manson,  of  the  legal 
division. 

Mr.  Foster.  And  when  were  they  turned  to  you;  or  have  they 
been  returned  ? 

Mr.  Deane.  Yes ;  they  have  been  returned. 

Mr.  Foster.  How  long  did  they  have  your  files? 

Mr.  Deane.  About  two  weeks. 

Mr.  Foster.  That  is  all  I  have. 

Mr.  Hadley.  I  want  to  ask  a  little  more  definitely  about  one  or  two 
points:  I  want  to  refer  to  the  matter  of  the  security  again  as  rep- 
resenting a  mortgage  on  the  three  plants,  which  has  been  referred 
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to,  gnd  inquire  whether  the  Fleet  Corporation  has  made  any  sur- 
reys subsequent  to  the  taking  of  the  security,  as  to  the  value  of  the 
assets  of  the  three  concerns? 

Mr.  Deane.  The  present  date  value? 

Mr.  Hadlet.  Yes. 

Mr.  Deane.  I  do  not  think  so. 

Mr.  Hadlet.  Do  you  know  what  the  estimated  value  of  the  assets 
was  at  the  time  the  security  was  taken  ? 

Mr.  Deane.  At-  the  time  the  security  was  taken,  I  think  those  three 
plants  were  worth  every  dollar  that  had  been  put  into  them. 

Mr.  Hadlet.  Do  you  know  how  much  had  been  invested  in  them? 

Mr.  Deane.  $678,000. 

Mr.  Hadlet.  Oh,  that  was  the  advancement  made  by  the  Fleet 
Coiporation  for  that 'purpose  ? 

Mr.  Dbane.  No  ;  that  is  what  Sloan  spent  on  the  plant  that  he 
should  have  spent  on  ships. 

Mr.  Hadlet.  Then,  if  I  understand  your  statement,  the  only  money 
tlutt  went  into  the  plant  was  the  money  that  was  advanced  by  the 
Fleet  Corporation,  $678,000? 

Mr.  Deane.  I  beg  your  pardon.  There  is  $27,000  in  addition  to 
that. 

Mr.  Hadlet.  Who  put  that  money  up  ? 

Mr.  Deane.  The  stockholders. 

Mr.  Hadlet.  The  Sloan  Shipyards  Corporation? 

Mr.  ThsANE.  And  of  the  Anacortes  Shipbuilding  Co. 

Mr.  Hadlet.  $715,000,  then,  represented  the  entire  investment 
from  whatever  source  the  funds  were  derived  at  the  time  the  mort- 
gages were  taken  ? 

Mr.  Deane.  I  could  not  tell  you  the  exact  date  of  the  mortgages, 
bat  the  condition  of  affairs  those  mortgages  were  in  as  of  this  date, 
November  23. 

Mr.  Hadlet.  You  say  that  was  the  approximate  situation,  that 
the  investment  was  approximately  $715,000  when  the  mortgage 
were  taken? 

Mr.  Deane.  Yes. 

Mr.  Hadlet.  And  there  was  no  subsequent  investigation  of  the 
value  of  the  assets,  or  do  you  remember  any  ? 

Mr.  Deane.  There  has  been  no  subsequent  appraisal. 

Mr.  Hadlet.  Have  you  any  information  as  to  the  materials  on 
hand  at  the  different  plants? 

Mr.  Deane.  As  of  this  date  ? 

Mr.  Hadlet.  Yes. 

Mr.  Deane.  Do  you  mean  the  materials  on  hand  for  ship  con- 
struction? 

Mr.  Hadlet.  Yes.  The  materials  on  hand  that  would  be  covered 
by  your  security?  Did  the  security  attach  to  the  materials  as  it 
would  come  into  the  yard  ? 

Mr.  Deane.  The  material  is  the  property  of  the  Fleet  Corpor- 
ation. 

Mr.  Hadlet.  So  that  your  security  at  this  time  consists  of  the 
mortgage  upon  the  plants  proper  and  the  title  which  you  hold  to 
the  material? 

Mr.  Deane.  Yes. 
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Mr.  Hadley.  Now,  as  to  the  materials,  have  you  a  record  of  what 
is  on  hand  and  of  tlie  vahie  of  the  materials  at  the  three  plants? 

Mr.  Deane.  Yes.  Do  you  want  that  in  detail?  I  can  give  you 
the  whole  amount  if  you  like. 

Mr.  Hadley.  I  would  like  to  have  the  aggregate  amount. 

Mr.  Deane.  All  right.  On  July  31  there  was  on  hand  at  the  three 
plants  $1,643,689.83. 

Mr.  Hadley.  How  is  that  segregated,  if  you  have  it? 

Mr.  Deane.  Olympia,  $692,871.90;  ^Vnacortes,  $317,826.09. 

Mr.  Hadley.  And  the  Capital  City  Iron  Works? 

Mr.  Deane.  $86,274.16.  You  have  some  more  equipment  on  hand 
due  to  cancellations,  which  will  be  required  to  make  up  the  total. 

Mr.  Hadley.  That  is  at  each  plant? 

Mr.  Deane.  No  ;  that  is  at  all  plants. 

Mr.  Hadley.  What  is  the  aggregate  of  the  equipment  on  hand! 

Mr.  Deane.  $546,717.68. 

Mr.  Hadley.  And  these  four  items  aggregate,  do  thev,  the  $1,643,- 
589.83? 

Mr.  Deane.  Yes;  that  is  right. 

Mr.  Hadley.  Have  you  a  record  at  hand  of  w^hat  the  equipment 
consists  of  at  the  Anacortes  yard? 

Mr.  Deane.  No. 

Mr.  Hadley.  Or  I  should  say,  the  materials. 

Mr.  Deane.  No;  I  have  not  a  record  at  hand.  There  is  an  in- 
ventory that  has  just  been  completed.  That  is  not  in  my  oflSice 
though. 

Mr.  Hadley.  I  want  to  ask  you  one  further  question,  Mr.  Deane: 
We  have  asked  you  to  produce — first,  Mr.  Kelley  asked  about  the 
four  ships  at  Olympia,  and  I  included  the  four  completed  ships  at 
Anacortes. 

Mr.  Deane.  Yes. 

Mr.  Hadley.  I  would  like  yon  to  broaden  your  inquiry  so  as  to 
apply  to  the  two  hulls  that  are  incompleted  on  the  stocks  at  Ana- 
cortes, for  the  committee  saw  two  uncompleted  hulls  on  the  stocks 
there.  I  would  like  to  know  even  more  fully  than  that,  in  view  of 
the  testimony  about  the  state  of  the  entire  program  in  the  two  yards, 
financially  considered,  at  the  present  date,  as  of  July  31,  if  you  do 
not  have  it  up  to  date,  having  regard  to  the  amount  of  the  contract 
price  of  every  vessel,  the  amount  that  has  be«n  advanced,  and  the 
material  on  hand,  to  sliow  as  a  business  proposition  where  the  entire 
progi-am  rests  to-day:  and  then,  with  regard  to  security,  of  course 
Ave  will  take  that  into  consideration. 

Mr.  Deane.  I  will  turn  you  in  a  repoit  after  lunch  that  was  gotten 
up  for  the  betiefit  of  the  home  office  in  regard  to  the  Sloan  anairs, 
which  will  give  you  all  the  information  you  need. 

Mr.  Hadley.  I  think  from  what  vou  sHow  there  that  is  what  we  are 
seeking. 

Mr.  Deane.  All  right,  sir. 

Mr.  Keixey.  I  think  you  stated  that  in  December,  1917,  the  Sloan 
financial  situation  was  such  that  they  could  not  pay  their  bills,  and 
their  credit  was  practically  all  gone. 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  Did  the  Emergency  Fleet  Corporation  make  an  in- 
ventory at  that  time? 
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Mr.  Deane.  Yes. 

Mr.  Kelley.  Of  the  property? 

Mr.  Deane.  I  do  not  think  we  made  an  inventory  of  the  property. 
We  made  an  inventory  of  the  material  and  supplies  on  hand,  though. 

Mr.  Kelley.  The  outstanding  obligations  were  taken  into  account? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Would  you  gay  that  the  Sloans  were  insolvent  on  the 
1st  of  December,  1917? 

Mr.  Deane.  Insolvent  ?    Yes ;  I  would. 

Mr.  Foster.  Do  you  mean  the  Sloan  Shipyards  Corporation? 

Mr.  Kelley.  Yes ;  the  Sloan  Shipyards  Corporation  was  an  insol- 
vent concern  at  that  time? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Still  you  advanced  the  money  to  the  extent  of  a  good 
many  millions  of  dollars  at  that  date? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  That  is  all. 

Mr.  Foster.  May  I  ask  him  one  question  there? 

The  Chairman.  Yes. 

Mr.  Foster.  I  directed  a  few  questions  to  this  abstract  of  the  files 
in  vour  office.  Who  secured  vour  file  on  this  abstract  when  it  wa^ 
firdi  started  ? 

Mr.  Deane.  Who  secured  them  ? 

Mr.  Foster.  Yes. 

Mr.  Deane.  Mr.  Manson  had  my  files  for  about  two  weeks,  Mr. 
Manson  of  the  legal  division. 

Mr.  Foster.  And  he  returned  them  about  how  long  ago  ? 

Mr.  Deane.  Probably  two  weeks  ago. 

Mr.  Foster,  tias  anybody  consulted  the  files  since? 

Mr.  Deane.  Not  that  T  know  of. 

Mr.  Foster.  You  would  know  if  they  had  ? 

Mr.  Deane.  I  ought  to. 

Mr.  Foster.  They  have  not  been  consulted  in  the  last  few  days? 

Mr.  Deane.  No. 

Mr.  Foster.  That  is  all. 

Mr.  Hadley.  Your  file  does  not  contain  the  general  correspondence 
of  the  office,  does  it  ? 

Mr.  Deane.  No;  my  file  contains  only  my  own  correspondence. 

Mr.  Foster.  Well,  your  file  contains  such  correspondence  as  was 
su^^pested  here,  does  it  not?  It  appears  on  the  card  "District  audi- 
tor." That  is  a  copy  of  a  letter  in  your  file,  is  it  not? 

Mr.  Deane.  Yes,  sir. 

Mr.  Foster.  Dated  October  9,  the  second  page  and  the  third  page; 
there  are  two  nages  here — and  then  there  are  5,  6,  7,  and  so  on,  right 
through :  they  are  all  copies  of  letters  on  file  in  your  office,  known  as 
the  district  auditor's  office. 

Mr.  Deane.  Yes,  sir ;  that  is  my  offiqiB. 

Mr.  Foster.  Those  are  copies  of  your  file? 

Mr.  Deane.  Yes. 

Mr.  Foster.  That  wasaised  about  two  weeks  ago,  as  you  have  in- 
dicated in  a  prior  answer  ? 
Mr.  Deane.  Yes. 
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Mr.  Hadlby.  I  do  not  know  whether  they  were  identified,  and  I 
would  like  to  know  whether  any  of  the  letters  in  the  files  were  letters 
such  as  come  from  the  other  offices? 

Mr.  Dbane.  Not  in  my  files;  I  might  have  a  carbon  copy  of  a 
letter  or  a  telegram,  or  something  of  that  sort  in  my  files. 

Mr.  Foster.  Do  you  know  what  use  was  intended  to  be  made  of  the 
files  of  your  office?  -  When  it  was  taken  from  your  office? 

Mr.  Deane.  I  understand  that  Mr.  Manson  needed  that  file  in  pre- 
paring data  in  connection  with  Mr.  Sloan's  visit  to  the  home  office 
to  get  this  into  shape  for  settlement. 

Mr.  Foster.  Loofang  on  the  right  side  of  this  inclosure,  abstract  of 
file,  looking  over  it,  you  can  say  whether  or  not,  in  your  judgment, 
the  dates  to  the  left  are  dates  of  letters  secured  from  that  file  of  the 
district  auditor,  your  office.  Does  it  not  purport  to  be  a  letter  or  ab- 
stract of  letters  which  were  secured  from  the  files  in  your  office  as 
district  auditor,  pertaining  to  the  subject  in  point  there? 

Mr.  Deane.  a  great  deal  of  this  might  be  in  my  files,  and  then, 
again,  it  might  be  in  the  district  manager's  office  or  the  legal  division 
files,  without  being  in  mine  at  all.  A  letter  from  Mr.  Sloan  to  Mr. 
Pigott  would  not  get  into  my  files,  unless  Mr.  Pigott  would  send  me 
a  carbon  copy  of  it.  I  do  not  think  that  purports  to  be  an  extract 
of  my  file,  pure  and  simple. 

Mr.  Foster.  Well,  it  appears  to  be.  an  abstract  of  so  much  of  your 
files  as  they  deemed  pertinent  to  the  matter  under  investigation^ 
does  it  not  ? 

Mr.  Deane.  Yes. 

Mr.  Foster.  And  whenever  we  find  an  item  included  in  that  abstract 
of  your  files,  it  would  be  very  easy  to  immediately  ascertain  whether 
it  related  to  your  files  or  not. 

Mr.  Deane.  Yes. 

Mr.  Foster.  And  if  it  does,  the  original  would  be  in  your  files. 

Mr.  Deane.  Yes. 

Mr.  Foster.  You  are  sure  about  that? 

Mr.  Deane.  Yes. 

Mr.  Foster.  That  is  all. 

Tlie  Chairman.  Mr.  Deane,  in  your  records  you  have  the  salaries 
paid  to  the  various  officials  of  this  district? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  What  was  Mr.  Blain's  salary? 

Mr.  Deane.  Ten  thousand  dollars  a  year. 

The  Chairman.  Was  that  ever  increased  or  decreased  ? 

Mr.  Deane.  No  ;  it  was  not  $10,000  to  begin  with.  It  was  consider- 
ably less  than  that.  He  was  getting  $10,000  when  I  came  up  from 
Olympia,  though.  * 

The  Chairman.  Is  Mr.  Magee  still  connected  with  this  office? 

Mr.  Deane.  Np. 

The  Chairman.  Is  Mr.  Pigott  ? 

Mr.  Deane.  No. 

The  Chairman.  Mr.  McAllister? 

Mr.  Deane.  No. 

The  Chairman.  Mr.  Kuhns? 

Mr.  Deane.  Mr.  Kuhns  is  still  manager  at  Olympia. 

The  Chairman.  Still  manager  at  Olympia? 
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Mr.  Deans.  Yes. 

The  Chaieman.  But  his  salary  is  paid  through  this  office? 

Mr.  Deane.  No;  his  salary  is  paid  from  Oljinpia. 

The  Chaibkan.  But  that  is  within  your  jurisdiction? 

Mr.  DfiANE.  Yes. 

The  Chairman.  That  is,  the  voucher  for  his  salary  comes  from 
vour  office? 

Mr.  Deane.  Np ;  the  voucher  is  paid  by  Higgs  down  there  on  the 
pay  roll. 

The  Chairman.  The  pay  roll  comes  to  this  office. 

Mr.  Deane.  No  ;  the  pay  roll  is  sent  down  there,  too. 

The  Chairman.  But  it  does  come  up  here  for  approval? 
,  Mr.  Deane.  No,  sir ;  Mr.  Hig^  approves  that  for  me. 

The  Chairman.  For  you  ? 

Mr.  Deane.  Yes. 

The  Chairman.  So  it  is  within  the  jurisdiction  of  your  office  i 

Mr.  Deane.  Yes. 

The  Chairman.  At  any  time,  you  could  instruct  Mr.  Higgs  to  de- 
cline to  approve.    What  Soes  Mr.  Kuhns  get,  if  vou  know  ? 

Mr.  Deane.  The  last  recollection  I  have  of  Mr.  Kuhns's  salary  is 
$300  a  month,  but  that  may  have  been  increased.  It  may  have  been 
increased  to  $500. 

The  Chairman.  Now,  of  the  total  advances  made  to  the  Sloan 
Shipyards  Corporation  of  $1,700,000,  in  round  figures,  a  certain 
amount  of  that  was  expended  in  plant  and  equipment  wjiich  was 
intended  to  go  into  ships,  if  I  understand  you.  Of  course,  the  office 
here  had  knowledge  of  and  access  to  records  and  means  of  ascertain- 
ing how  this  money  was  being  spent  ? 

Mr.  Deane.  No  ;  we  did  not,  on  the  first  two  payments. 

The  Chairman.  Did  you  not  have  an  inspector  down  there  ? 

Mr.  Dbane.  Yes,  sir;  and  the  isnpector  kept  on  making  reports, 
so  far  as  I  am  aware,  of  the  vevy  poor  condition  down  at  the  Sloan 
Tird. 

The  Chairman.  Yes,  sir;  reports  to  this  office? 

Mr.  Deane.  Not  to  my  office — to  the  district  office. 

The  Chairman.  To  the  district  office. 

Mr.  Deane.  Yes ;  but  the  contract  with  Sloan  was  one  of  the  first 
signed  and  drawn  up  by  the  Fleet  Corporation.  It  provided  that 
the  first  progress  payment,  amounting  to,  I  think,  $875,000,  should 
be  paid  to  him  immediately  upon  his  showing  that  he  had  committed 
himself  for  that  amount.  It  was  an  easy  matter  for  him  to  go  out 
and  place  orders  for  $876,000,  which  he  did,  and  the  payment  was 
made  to  him,  and  a  second  payment,  amounting  to  the  same  thing, 
bad  on  the  same  qualifications.  He  had  to  go  and  commit  himself 
for  another  $875,000,  which  he  did  very  promptly. 

The  Chairman.  Yes. 

Mr.  Deanb.  The  terms  of  the  contracts  did  not  permit  us,  until 
the  third  payment  was  due,  to  go  and  see  whether  he  was  qualifying 
on  expenditures. 

The  Chaikman.  Who  drew  that  contract? 

Mr.  Deane.  I  have  not  any  idea  who  drew  it.  It  was  one  of  the 
very  early  Fleet  Corporation  contracts.  It  was  the  sixth  wooden 
contract  let. 
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The  Chairman.  Have  you  a  copy  of  that  contract  in  your  files? 

Mr.  Deanb.  YeSj  sir. 

The  Chairman.  Will  you  bring  that  down  -this  afternoon  with 
your  other  papers  that  we  have  asked  for? 

Mr.  Deane.  Yes. 

The  Chairman.  Do  yoU  know  whether  or  not  any  investigation 
was  made  by  the  district  office  here  as  to  the  capabilities  of  the  Sloan 
yard  to  carry  out  the  contract  which  they  were  seeking? 

Mr.  Deane.  That  contract  was  let  before  my  time.. 

The  Chairman.  So  yofu  do  not  know. 

Mr.  Deane.  I  really  do  not  know. 

The  Chairman.  But  at  one  time  you  were  at  the  Sloan  Shipyards 
at  Olympia? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  As  auditor? 

Mr.  Deane.  As  comptroller ;  yes. 

The  Chairman.  As  comptroller? 

Mr.  Deane.  Yes. 

The  Chairman.  You  occupied  the  position  there  that  Mr.  Higgs 
does  now? 

Mr.  Deane.  That  is  right. 

The  Chairman.  While  you  were  there,  were  these  expenditures 
being  made  for  plant  and  equipment  which  were  intended  for  ships? 

Mr.  Deane.  No.  This  $678,000  that  I  mentioned  as  having  been 
spent  out  .of  this  $1,700,000  on  plant  and  equipment  instead  of  ships, 
was  before  we  ever  assumed  any  control  over  their  financial  condi- 
tion. This  all  happened  before  November  23,  1917.  After  that,  the 
yard  was  not  fully  completed.  If  it  were  necessary,  for  economy's 
sake,  to  put  in  an  extra  crane  or  something  of  that  sort,  then  au- 
thority was  gotten  from  the  district  office  to  put  in  that  extra  crane; 
of  course,  that  crane  is  charged  up  to  plant. 

The  Chairman.  Since  you  have  been  connected  with  the  district 
office,  have  there  been  any  publications  prepared  and  printed  in  the 
way  of  magazines  or  newspapers  ? 

Mr.  Deane.  Of  the  yards  m  this  district? 

The  Chahiman.  Yes. 

Mr.  Deane.  Yes. 

The  Chairman.  How  much  has  been  expended  for  that  purpose? 

Mr.  Deane.  By  the  Fleet  Corporation? 

The  Chatrman.  Yes,  sir. 

Mr.  Deane.  I  could  not  say  right  offhand. 

The  Chairman.  Will  you  find  that  for  us? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Has  there  been  money  expended  in  connection 
with  launchings  by  the  Fleet  Corporation? 

Mr.  Deane.  That  is  a  point  that  has  not  been  settled  yet,  sir. 

The  Chairman.  What  is  there  about  that  which  is  difficult  to 
settle  or  ascertain  ? 

Mr.  Deane.  Well,  there  is  an  old  outstanding  question  that  we 
have  been  wrangling  over  ever  since  the  first  ship  was  launched. 
That  is  the  question  of  launching  bonuses  paid  to  foremen,  mana- 
gers, etc.,  and  it  has  not  yet  been  settled  by  the  home  office. 

The  Chairman.  But  payments  were  actually  made? 
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Mr.  Deane.  By  the  shipbuilders;  yes. 

The  Chairman.  And  a  claim  filed  for  reimbursement? 

Mr.  Deane.  Yes. 

The  Chairman.  By  the  shipbuilders? 

Mr.  Deane.  Yes. 

The  Chairman.  And  so  far  as  you  know  none  of  these  claims 
have  been  approved  and  allowed? 

Mr.  Deane.  They  have  not  been  approved.  Of  course  that  only 
appHes  to  cost-plus  yards.  Under  a  lump-sum  contract  we  are 
not  interested  in  how  much  he  spends  on  his  launchings,  provided 
hejrets  the  ship  delivered  and  built  within  the  contract  price. 

The  Chairman.  Let  me  understand  you,  Mr.  Deane.  Do  you  say 
that  no  sums  had  been  paid  or  expenses  borne  by  the  Fleet  Cor- 
poration in  connection  with  launchings  where  the  ships  were  de- 
livered by  builders  having  a  flat  contract? 

Mr.  Deane.  That  is  ripit. 

The  Chairman.  There  are  pending  claims  for  launching  occasions, 
celebrations,  etc.,  for  all  yards  having  cost-plus  contracts  as  far  as 
you  know  ? 

Mr.  Deane.  Launching  bonuses ;  not  for  cigars  and  bands  and  all 
that  sort  of  thing.  We  ruled  that  right  out,  but  they  make  a  habit 
of  paying  the  managers,  purchasing  agents,  bookkeepers,  and  num- 
bers of  people  launching  bonuses  at  the  time  they  launch  a  boat, 
varying  from  a  hundred  to  three  or  four  hundred  dollars.  That  is 
the  point  that  has  not  been  settled. 

Tne  Chairman.  So  that  in  neither  class  of  yards  has  the  Fleet 
Corporation  made  any  payments  in  connection  with  the  actual 
launchings  to  cover  bands  or  the  distribution  of  programs  and  other 
incidentals  in  the  nature  of  celebrations. 

Mr.  Deane.  That  is  right. 

The  Chairman.  That  has  been  the  policy  followed  here  ever  since 
vou  have  been  connected  with  the  district? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Now,  have  you  any  men  on  the  pay  roll  of  this 
office  known  as  publicity  men  ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Do  you  have  an  information  bureau  here? 

Mr.  Deane.  No. 

The  Chairman.  Which  prepares  matter  for  the  press? 

Mr.  Deane.  No. 

The  Chairman.  Can  you  tell  how  much  has  been  expended  for 
telegrams  by  this  oflSce  or  in  this  district? 

Mr.  Deane.  I  will  have  to  give  you  an  estimate  on  that. 

The  Chairman.  Yes. 

Mr.  Deane.  I  can  not  tell  you  exactly. 

The  Chairman.  Yes.  Which  yards  had  the  cost-plus  contracts  in 
this  district  ? 

Mr.  Deane.  The  Ames  Shipbuilding  &  Dry  dock  Co.,  Seattle ;  J.  F. 
Duthie  &  CS,  Seattle;  Seattle  Construction  &  Drydock  Co.,  Seattle; 
Todd  Construction  &  Drydock  Co.,  at  Tacoma;  (jrant  Smith-Porter 
Ship  Co.,  Aberdeen ;  Sanderson  &  Porter,  Raymond ;  Pacific- Ameri- 
can Fisheries,  Bellingham.  In  addition  to  that,  all  of  ihe  installa- 
tion yards  were  cost  plus.    Do  you  want  me  to  state  them  ? 
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The  Chairman.  If  you  would,  please. 

Mr.  Deane.  All  right.  C.  C.  Morse  &  Co.,  Tacoma;  Seaborn 
Shipyard  Co.,  Tacoma ;  Pacific  Coast  Engineering  Co.,  Seattle ;  Mea- 
cham  &  Babcock  Shipbuilding  Co.,  Seattle ;  Puget  Sound  Bridge  & 
Dredging  Co.,  Seattle;  Hefferman  Engine  Works,  Seattle:  D.  W. 
Hartzell,  at  Winslow ;  and  the  Grays  Harbor  Motorship  Corpora- 
tion, Aberdeen.   They  are  all  installation  contracts. 

The  Chairman.  Do  I  understand  you  to  say  that  the  Pacific 
American  Fisheries  had  a  cost-plus  contract  > 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Do  you  include  in  the  characterization  of  cost- 
plus  contracts  contracts  having  a  flat  sum,  where  the  builder  gets 
a  fee? 

Mr.  Deane.  Where  the  builder  gets  a  fee? 

The  Chairman.  Where  he  agrees  to  build  the  ships  at  cost  of 
construction  and  he  gets  a  fee  of  fifty  or  sixty  thousand  dollars. 

Mr.  Deane.  That  is  what  I  call  a  cost-plus  contract. 

The  Chairman.  That  is  what  you  call  a  cost-plus  contract  ? 

Mr.  Deane.  We  have  no  cost-plus  percentage  contracts. 

The  Chairman.  Well,  have  you  no  cost-plus  percentage  contracts. 

Mr.  Deane.  Oh,  no ;  they  are  all  cost  plus,  with  a  fixed  fee. 

The  Chairman.  Oh,  yes;  cost  plus,  with  a  fixed  fee,  and  that 
applies  to  the  builders  and  also  to  the  installation  contract. 

Mr.  Deane.  Yes,  sir ;  the  same  thing  throughout. 

The  Chairman.  Do  I  understand  that  the  J.  F.  Duthie  Co.,  which 
launched  a  ship  here  on  Saturday,  has  that  sort  of  a  contract  for  all 
of  its  ships?     • 

Mr.  Deane.  No  ;  not  for  all  of  its  ships.  That  ship  that  you  saw 
launched  on  Saturday  was  a  lump-sum  ship. 

The  Chairman.  Have  you  any  method  of  compilation  in  your 
office  from  which  you  can  approximate  the  profit  upon  each  par- 
ticular ship  to  the  builder? 

Mr.  Deane.  No  ;  I  have  not  anything  in  my  office  that  would  give 
me  any  information  which  would  enable  me  to  figure  the  profit  that 
a  builder  was  making  on  it.  I  have  in  most  yards  a  resident  auditor, 
who  can  probably  be  in  a  position  to  show  from  the  contractor's  own 
records  better  than  I  would  from  mine  what  profit  the  builder  would 
make. 

The  Chairman.  Have  you  a  resident  auditor  at  the  Skinner  & 
Eddy  yard? 

Mr.  Deane.  I  have  a  resident  auditor,  but  he  does  not  get  into 
their  books  at  all.  He  is  merely  auditing  all  the  time  claims  for 
freight  increases  and  wage  increases,  things  that  have  come  up  in 
connection  with  the  contracts,  but  he  does  not  make  an  audit  of  tlieir 
books. 

The  Chairman.  How  about  Duthie  &  Co.?  Is  there  a  resident 
auditor  there? 

Mr.  Deane.  Yes;  I  had  as  many  as  two  or  three  resident  auditors 
on  hand  at  Duthie's  all  the  time  until  they  got  their  cost-plus  ship 
contract  finished,  and  when  they  are  on  a  lump-sum  ship  the  only 
thing  I  am  interested  in  is  having  a  man  there  to  check  their  claims 
for  reimbursement  for  wage  increases,  etc. 

The  Chairma>'.  At  the  Duthie  yard  they  operated  under  a  cost-plus 
fixed  fee,  and  that  was  subsequently  changed  to  a  flat-price  contract. 
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Mr.  Deane.  No.  I  could  not  tell  you  how  this  first  contract  is 
going  to  come  out.  The  Fleet  Corporation  requisitioned  a  number 
of  diips  under  construction  at  J.  F.  Duthie  &  Co.'s  yard,  and  the 
contract  price  that  they  agreed  to,  that  they  had  with  the  former 
owners,  was  so  ridiculous  for  the  Fleet  Corporation  program  that 
they  were  converted  into  a  cost-plus  $10  proposition. 

The  Chairman.  A  cost  plus  $10  a  ton  f 

Mr.  Deane.  Cost  plus  $10  a  ton.  The  final  settlement  of  that  con- 
tract has  not  yet  been  made.  Our  reports  are  in  the  home  office  and 
we  are  wating  for  action  as  to  the  final  agreement  with  Duthie. 

The  Chairman.  Did  that  apply  to  all  of  their  ships  thereafter  i 

Mr.  Deane.  No;  that  applied  to  onlv  requisitioned  ships.  Besides 
that  they  had  two  contracts  with  us  lor  10  ships,  all  told,  I  think, 
for  a  lump  sum. 

The  Chairman.  For  a  lump  sum? 

Mr.  Deane.  For  a  lump  sum. 

The  Chairman.  Now,  ao  you  know  at  whose  instance  the  change  in 
the  contract  from  the  cost-plus  fixed  fee  to  a  lump  sum  was  made? 

Mr.  Deane.  No  ;  there  never  was  any  change. 

The  Chairman.  Well,  there  was  in  this  case. 

Mr.  Deane.  No.  You  see,  on  these  requisitioned  ships  Duthie 
never  did  have  a  contract  with  the  Fleet  Corporation.  He  had  a 
contract  with  the  former  owners  of  these  ships. 

The  Chairman.  Yes. 

Mr.  Deane.  He  could  not  have  built  them  at  the  contract  price. 

The  Chairman.  No. 

Mr.  Deane.  I  do  not  kn6w  who  handled  the  deal  for  them,  but 
another  requisition  shipbuilder,  Ames  &  Duthie,  agreed  with  the 
home  office  a  year  ago  last  April  to  convert  these  ships  into  cost  plus 
$10  a  ton. 

The  Chairman.  Then  they  subsequently  took  the  contracts  at  the 
lump  sum? 

Mn.  Deane.  Yes. 

The  Chairman.  But  that  did  not  include  any  requisition  ships? 

Mr.  Deane.  No. 

The  Chairman.  Did  that  contract  go  through  this  office  before  it 
was  approved  at  the  home  office? 

Mr.  Deane.  I  could  not  say  for  sure  whether  we  were  called  upon 
or  not  to  comment  on  it. 

The  Chairman.  You  do  not  have  anything  to  do  with  inspecting 
contracts  and  passing  upon  them,  I  suppose,  Mr.  Deane? 

Mr.  Deane.  No;  they  are  already  signed  at  the  time  they  reach 
US. 

The  Chairman.  With  reference  to  materials,  supplies  and  equip- 
ment, who  has  jurisdiction  of  the  men  who  would  check  them  as  they 
are  received  at  the  various  yards — ^your  branch  or  the  district  mana- 
ger!  . 

Mr.  Deane.  That  check  this  material  for  cost-plus  ships,  do  you 
mean! 

The  Chairman.  No,  sir.  As  I  understand  it,  at  these  various 
yards,  the  Fleet  Corporation  has  an  inspector  during  the  progress  of 
the  work. 

Mr,  Deane.  Yes. 
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The  Chairman.  As  material  arrives  for  the  ships  under  contract, 
does  the  district  officer  or  the  supply  office  have  any  representative 
there  to  check  the  receipt  of  this  material,  check  it  up  as  it  comes 
into  the  yard? 

Mr.  r)EANE.  No — ^to  merely  check  the  material,  do  you  mean? 

The  Chairman.  Yes,  sir. 

Mr.  Deane.  No  ;  he  does  not  do  that. 

The  Chairman.  Did  they  have  anybody  at  the  Olympia  plant! 

Mr.  Deane.  At  the  Olympia  plant,  the  storekeeper  down  there 
had  to  do  it. 

The  Chairman.  Do  you  have  a  storekeeper  at  Meacham  A  Bab- 
cock's? 

Mr.  Deane.  No. 

The  Chairman.  This  material  is  all  secured  through  the  Fleet 
Corporation. 

Mr.  Deane.  Not  all  of  it;  no. 

The  Chairman.  The  greater  part  of  it. 

Mr.  Deane.  No  ;  not  even  the  greater  part. 

The  Chairman.  Well,  how  do  you  keep  track  of  whether  the 
material  called  for  in  the  contract  is  received  in  the  yard  and  goes 
into  the  ship  ? 

Mr.  Deane.  It  is  up  to  the  inspector  to  see  that  it  eventually  gets 
into  the  ships.  On  a  lump-sum  contract  we  are  not  interested  in 
seeing  whether  the  contractor  gets  what  he  pays  for  or  not.  That 
is  his  business.  The  only  thing  we  are  interested  in  is  seeing  that 
it  does  ffet  into  the  ship. 

The  Chairman.  Are  you  not  interested  in  seeing,  under  the  lump- 
sum contract,  whether  the  contractor  secures  material  enough  for 
two  ships,  when  your  material  is  only  needed  for  one?  Take  this 
illustration,  for  instance:  Assume  that  contractor  XYZ  in  Seattle 
has  a  contract  for  10  ships  at  a  lump  sum.  Are  you  not  interested 
to  know  whether  that  contractor,  XYZ,  receives  material  for  15 
ships,  but  only  uses  of  that  material  enough  for  the  10  which  he 
has  under  contract? 

Mr.  Deane.  As  long  as  he  is  paying  for  it,  we  would  not  be  in- 
terested. 

The  Chairman.  But,  of  course,  he  is  paying  for  it  out  of  the 
money  that  he  receives  from  the  Fleet  Corporation  ? 

Mr.  Deane.  No,  sir;  not  if  he  is  on  a  lump-sum  contract. 

The  Chairman.  He  is  not? 

Mr.  Deane.  No.  In  order  to  get  money  from  the  Fleet  Corpora- 
tion he  gets  only  the  first  payment  on  the  date  the  contract  is  signed, 
or  30  days  tliereafter,  in  order  to  finance  the  work  and  get  the  pre- 
liminary purchasing,  and  so  forth,  done.  After  that  he  has  to  qualify 
by  making  a  certain  progress  on  every  ship  before  he  gets  a  pay- 
ment. 

The  Chairman.  That  qualification  is  vouched  for  by  your  in- 
spector ? 

Mr.  Deane.  By  the  inspector;  and  our  experience  has  been  this: 
That  if  he  may  be  able  to  qualify  for  material  on  the  first  five 
progress  payments,  which  he  actually  needs  and  spends  on  the  ships, 
if  he  has  not  spent  it  for  material  required  on  these  ships  he  is  going 
to  be  pretty  badly  pinched  toward  the  last  five  progress  payments. 
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The  Chairman.  But  in  the  illustration  which  I  have  just  cited,  if 
a  contractor,  by  reason  of  having  a  contract  for  10  ships  at  a  favor- 
able figure  to  him,  and  having  had  no  outstanding  contracts  at  the 
time  he  took  the  contract  witn  the  Fleet  Corporation,  immediately 
proceeded  to  build  the  10  ships,  and  assembled  his  material,  and  as- 
sembled material  for  more  than  the  10  ships,  so  that  when  he  com- 
pleted the  tenth  ship  he  had  material  assembled  there  sufficient  to 
build  or  to  go  into  the  building  of  several  more  ships,  would  you  state 
that,  in  your  judgment,  the  Fleet  Corporation  would  not  be  inter- 
ested in  that  at  all  ? 

Mr.  Deane.  No,  sir;  because  he  could  not  have  got  the  money  from 
us  to  buy  that  other  material  with. 

The  Chairman.  Then  you  must  have  prepared  some  estimate  as  to 
what  the  material  for  those  10  ships  would  cost  before  the  contract 
was  signed? 

Mr.  Deane.  That  is  something  about  which  I  do  not  know. 

The  Chairman.  Sir? 

Mr.  Deane.  That  is  something  I  know  nothing  about. 

The  Chairman.  Well,  you  have  never  been  called  upon  to  do  that? 

Mr.  Deane.  No. 

The  Chairman.  In  looking  up  the  financial  condition  of  any 
builder? 

Mr.  Deane.  In  looking  up  the  financial  condition  of  a  builder  the 
amount  of  material  that  he  has  on  hand  in  dollars  and  cents  would 
be  quite  a  big  factor  in  determining  his  financial  condition. 

The  Chairman.  Yes. 

Mr.  Deane.  We  would  also  be  able  to  judge  by  the  value  of  the 
material  in  dollars  and  cents  whether  it  was  all  going  to  be  applicable 
to  ship^  under  construction  or  not. 

The  Chairman.  Will  you,  for  the  purposes  of  the  record,  Mr. 
Deans,  and  so  as  to  assist  the  committee  in  getting  a  proper  under- 
standing of  the  terms,  state  the  difference  between  the  term  "  payment 
under  the  contract "  and  the  term  "  an  advance  "  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  That  is,  the  difference  as  you  use  those  terms  here. 

Mr.  Deanb.  The  "  payment  under  the  contract "  is  a  payment  made 
in  accordance  with  its  terms.  "An  advance  "  is  a  sum  of  money  paid 
to  a  contractor  not  in  accordance  with  the  terms  of  the  contract. 

The  Chairman.  Not  in  accordance  with  the  terms  of  the  contract 
for  the  construction  of  ships? 

Mr.  Deane.  Yes. 

The  Chairman.  But  imder  the  terms  of  some  supplemental  agree- 
ment? 

Mr.  Deane.  Under  the  terms  of  some  special  authorization  or 
supplemental  agreement. 

Mr.  FofiTTER.  Outside  the  contract? 

Mr.  Deane.  Outside  the  original  contract. 

Mr.  Kellet.  Might  you  not  agree  in  the  contract  to  make  an 
advance? 

Mr.  Deane.  Yes;  we  might  do  that,  but  then,  in  talking  about 
that,  we  would  call  that  a  payment  under  the  contract,  just  the 
same. 

Mr.  Kellet.  Although  no  work  might  possibly  have  been  done  ? 
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Mr.  Dbane.  Yes ;  a  fee,  the  same  as  an  advance.  We  consider  it  an 
advance.  If  one  of  these  shipbuilders  comes  in  and  asks  for  $200,000, 
not  a  progress  payment,  which  he  would  be  willing  to  repay  out  of 
his  profits,  or  something  of  that  sort.* 

The  ChairmXn.  You  would  have  that  in  writing. 

Mr.  Deaxe.  We  would  have  to  have  authority  to  do  that  from  the 
home  office. 

The  Chairman.  And  you  would  have  this  agreement  with  the  con- 
tractor to  refund  it.  in  writing? 
•  Mr.  Deane.  Yes;  certainly. 

The  Chairman.  Signed  bv  the  builder. 

Mr.  Deane.  Certainly. 

The  Chairman.  In  making  your  financial  investigations,  Mr. 
Deane,  do  you  get  a  list  of  the  stockholders  of  the  various  com- 
panies 'i 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  How  do  you  secure  the  financial  standing  of  the 
company?    Do  you  see  the  bank  books  of  the  concern? 

Mr.  I)eane.  We  see  all  the  books  of  the  concern  itself,  to  begin 
with.  We  also  see  their  bankers,  if  necessary.  We  call  upon  the 
commercial  agencies  for  a  further  line  on  them.  It  just  depends  on 
how  much  information  we  can  get  from  the  man  himself.  If  he  is 
willing  to  turn  his  books  over  to  us  and  say,  "  Help  yourselves,"  we 
do  not  very  often  have  to  go  much  further,  except  to  interview  the 
bankers,  to  see  how  much  money  they  will  be  willing  to  let  him  have. 

The  Chairman.  To  see  how  much  monev  they  would  be  will  to  loan 
him? 

Mr.  Deane.  That  is  the  idea. 

The  Chairman.  But  do  you  get  any  line  on  the  amount  that  they 
have  on  deposit,  or  upon  the  amoimt  of  their  financial  transactions 
in  the  past  ? 

Mr.  Deane.  Yes:  we  generally  get  that. 

The  Chairman.  From  the  bankers? 

Mr.  Deane.  From  the  bankers. 

The  Chairman.  Now,  some  concerns,  I  suppose,  are  financed  by 
corporation  or  companies  that  are  not  bankers,  in  this  district,  are 
they  not? 

Sir.  Deane.  Some  concerns,  I  think,  liave  sufficient  money  to  keep 
their  affairs  going  themselves,  but  I  do  not  know  of  any  individuals 
that  have  advanced  money  in  large  sums  to  any  shipbuilding  con- 
tractors. 

The  Chairman.  Are  there  any  shipbuilding  concerns  in  this  dis- 
trict that  are  financed  by  or  are  subsidiary  to  other  corporations  not 
engaged  chiefly  in  shipbuilding? 

Mr.  Deane.  There  is  the  Sandei-son  &  Porter  people,  at  Raymond, 
which  is  a  partnership,  and  which  I  understand  is  merely  a  branch  of 
their  contracting  business  in  New  York.  There  are  the  Pacific  Ameri- 
can Fisheries.  That  is  not  primarily  a  shipbuilding  concern.  There 
is  Grant  Smith-Porter  Shipbuilding  Co.,  at  Aberdeen,  which  is  not 
primarily  a  shipbuilding  concern. 

The  Chairman.  What  is  their  business? 

Mr.  Deane.  Contracting. 

The  Chairtvian.  General  contracting? 
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Mr.  Deane.  Railroad  contracting. 

The  Chairman.  Bailroad  contracting  ? 

Mr.  Deane.  That  is  about  all  of  them. 

The  Chairman.  Do  you  know  of  any  concerns  here  which  are 
subsidiary  to  the  Stone  &  Webster  Corporation,  and  which  have  con- 
tracts with  the  Fleet  Corporation  ? 

Mr.  DsANE.  No. 

The  Chairman.  With  the  Bethlehem  Steel  Co.  ? 

Mr.  Deane.  No. 

The  Chairman.  The  Midvale  Steel  &  Iron  Co.  ? 

Mr.  Deane.  No. 

The  Chahiman.  The  Carnegie  Steel  ? 

Mr.  Deane.  No. 

The  Chairman.  Do  you  know  whether  there  was  any  financial  con- 
nection between  the  Sanderson  &  Porter  concern,  which  I  under- 
stand you  to  say  is  a  partnership,  and  the  Stone  &  Webster  Oor- 
poration? 

Mr.  Deane.  I  do  not  think  there  is. 

The  CHAHtMAN.  The  matter  of  progress  under  the  contract  is 
ascertained  from  the  reports  of  the  inspector? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  These  reports  are  submitted  to  you? 

Mr.  Deane.  No;  they  are  submitted  to  the  district  manager. 

The  Chairman.  The  district  manager  then  gets  in  touch  with 
you  with  reference  to  the  payments  under  the  contract? 

Mr.  Deane.  No.  The  contractor  generally  sends  in  the  voucher  for 
a  certain  sum. 

^  The  Chairman.  Yes;  and  that  is  compared  by  somebody  with  the 
mspector's  report. 

Mr.  Deane.  Yes,  sir;  if  there  is  a  resident  inspector  assigned  to 
that  yard,  he  puts  his  name  on  that  voucher. 

The  Chairman.  Oh,  I  see. 

Mr.  Deane.  If  there  is  a  resident  auditor  at  the  yard,  he  puts  his 
same  on  it,  and  then  the  district  auditor  signs  it,  on  the  strength  of 
his  own,  in  accordance  with  the  terms  of  the  contract,  and  any  other 
thing  that  governs  payment,  and  then  they  send  that  to  the  district 
manager  for  his  signature,  and  his  signature  means  that  the  work  has 
been  done  and  payment  is  in  order. 

The  Chairman.  So  you  do  not  sign  the  check—. — 

Mr.  Deane.  Yes,  sir.    I  countersign  the  check  myself. 

The  Chairman.  You  did  not  let  me  finish  my  question. 

Mr.  Deane.  I  beg  your  pardon. 

The  Chairman.  You  do  not  sign  the  check  or  issue  it  until  you 
see  the  signature  of  the  district  manager  on  the  voucher  or  request 
for  progress  payment  under  the  contract. 

Mr.  Deane.  That  is  right,  but  we  have  even  still  further  protec- 
tion than  that.  The  signing  of  these  checks  is  done  by  a  man  over 
whom  I  have  no  jurisdiction  whatever.  It  is  up  to  him  to  see  that 
he  ^ts  the  district  manager's  signature  on  a  voucher,  the  district 
auditor's  signature,  and  also  the  district  comptroller's  signature. 
Then  he  draws  a  check  and  signs  it,  and  I  countersign  it. 

The  Chairman.  Who  is  the  man  that  signs  the  check? 

177068— 20— FT  1 8 


114  SHIPPING  BOABD  OPERATIONS. 

Mr.  Deane.  Harry  Brandt,  disbursing  officer,  on  the  fourth  floor. 

The  Chairman.  You  have  no  control  over  him? 

Mr.  Deane.  No. 

The  Chairman.  He  is  subject  to  the  district  manager? 
,    Mr.  J)£ANE.  No;  he  reports  direct  to  the  treasurer  of  the  Fleet 
Corporation  at  Washington. 

The  Chairman.  But,  of  course,  he  acts  only  after  all  of  these 
other  officials  have  approved  the  matter? 

Mr.  Deane.  That  is  all. 

The  Chairman.  He  has  no  discretion,  I  assume? 

Mr.  Deane.  No. 

The  Chairman.  If  the  vouchers  bear  the  necessary  signatures 
and  indorsements? 

Mr.  Deane.  None  at  all. 

The  Chairman.  Now,  do  you  know  whether  or  not  there  was  any 
unusual  delay  at  the  start  in  the  (irays  Harbor  Motorship  Corpora- 
tion in  the  delivery  of  ships  ? 

Mr.  Deane.  Any  unusual  delay? 

The  Chairman.  Yes,  sir. 

Mr.  Deane.  No.  That  was  at  a  time  when  I  was  not  very  familiar 
with  the  general  affairs  here. 

The  Chairman.  Do  you  keep  a  list  of  the  stockholders  of  any  of 
these  corporations? 

Mr.  Deane.  I  could  not  say  how  complete  our  lists  are.  Now 
that  we  have  been  called  upon  to  furnish  a  financial  statement,  we 
probably  have  a  list  of  the  stockholders — at  least  a  list  of  the  promi- 
nent ones. 

The  Chairman.  Do  you  know  whether  any  employees  or  repre- 
sentatives of  the  Fleet  Corporation  of  the  district  omce  here  were 
stockholders  in  any  corporation  which  had  contracts  for  the  con- 
struction of  ships? 

Mr.  Deane.  Speaking  for  my  own  division,  I  would  say  no.  As 
to  anybody  else,  I  could  not  say. 

The  Chairman.  Sir? 

Mr.  Deane.  For  anybody  else's  division,  such  as  the  district  man- 
ager's office,  I  could  not  say. 

The  Chairman.  Do  you  inspect  the  list  of  stockholders  person- 
ally, yourself? 

Mr.  Deane.  I  have  a  resident  auditor  bring  them  in,  and  I  go 
over  the  report  with  him  before  we  send  it  to  the  home  office. 

The  Chairman.  Do  you  recall,  from  looking  over  the  list  of 
stockholders  of  corporations  subject  to  the  jurisdiction  of  the  dis- 
trict manager  at  Seattle,  seeing  the  names  of  any  persons  as  stock- 
holders in  any  corporation  who  were  connected  with  the  Fleet  Cor- 
poration here  in  this  district? 

Mr.  Deane.  No;  I  do  not. 

The  Chairman.  Now,  have  you  recently  had  occasion  to  look  over 
any  of  the  lists  of  stocldiolders  ? 

Mr.  Deane.  No,  sir;  not  very  much. 

The  Chairman.  Do  you  recall,  in  looking  over  the  lists  of  stock- 
holders of  any  corporations  or  firms  constructing  ships  under  con- 
tract with  the  Emergency  Fleet  Corporation,  seeing  the  names  of 
persons  as  stockholders  who  were  formerly  employed  by  the  Fleet 
Corporation  in  this  district? 
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Mr.  Deanel  No,  sir;  I  do  not;  but  I  have  not  had  very  much  occa- 
sion to  look  into  these  lists  of  stockholders  or  read  financial  reports 
on  any  of  these  contractors  since  the  home  office  stopped  letting  con- 
tracts. 

The  Chairman.  I  see. 

ilr.  Deane.  That  was  the  time  when  I  was  called  upon.  So,  gen- 
erally speaking,  we  have  done  very  little  investigating  work  since 
December,  1918. 

The  Chairman.  That  is,  because  most  of  the  contracts  had  been 
let? 

Mr.  Deane.  Yes. 

The  Chairman.  And  in  December,  1918,  they  began  cancellations. 

Mr.  Deane.  Yes ;  that  is  the  idea. 

The  Chairman.  Who  would  have  made  the  inspection  of  the 
stockholders  prior  to  your  coming  here  as  district  attorney  ? 

Mr.  Deane.  District  auditor. 

The  Chairman.  In  August,  1918? 

Mr.  Deane.  My  predecessor,  Mr.  Purse. 

The  Chairman.  Is  he  still  connected  with  the  corporation? 

Mr.  Deane.  No. 

The  Chairman.  Do  you  know  where  he  is? 

Mr.  Deane.  Yes,  sir.    He  is  with  the  Pacific  Car  &  Foundry  Co. 

The  Chairman.  The  Pacific  Car  &  Foundry  Co.? 

Mr.  Deane.  Yes,  sir. 

The  Chairsian.  Of  Seattle? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Just  for  the  information  of  the  committee,  Mr. 
Deane,  under  the  law  of  the  State  of  Washington,  is  there  some 
officer  or  official  of  the  State  with  whom  it  is  required  that  lists  of 
stockholdei*s  and  corporations  shall  be  filed? 

Mr.  Deane.  I  do  not  think  so. 

The  Chair3ian.  Do  you  know  of  any  former  official  of  the  Fleet 
Corporation  in  the  district  office  here  at  Seattle  who  since  severing 
his  connection  with  this  office  has  become  an  official  or  employee  of 
any  of  the  shipbuilding  concerns  having  contracts  with  the  Fleet 
Corporation  ?  .  ^ 

Mr.  Deane.  Yes. 

The  C^UAimiAN.  Who  are  they? 

Mr.  Deane.  W.  A.  Magee,  former  district  manager,  now  manager 
of  the  Winslow  Marine  Railway  &  Shipbuilding  Co.,  with  whom  we 
have  a  contract  for  the  completion  of  a  boat  left  at  their  yard  due  to 
the  cancellation  of  the  Hai-taell  contract.  There  are  other  cases  of 
inspectors  who  have  left  our  service,  probably  auditors  who  have 
left  our  service,  that  are  connected  with  shipyards.  If  you  would 
like  to  have  a  list  of  them^  I  will  try  to  prepare  that. 

The  Chairman.  Yes,  sir;  if  you  will  bring  that  down  with  the 
other  information  we  have  asked  for,  we  would  like  to  have  it. 

Mr.  Foster.  The  persons  who  were  formerly  employed  here,  and 
where  they  are  now. 

The  Chairman.  Yes.    Do  you  know  where  Mr.  Pigott  is  now  ? 

ilr.  Deane.  Mr.  Pigott^ — 1  do  not  know  whether  he  is  hi  town  or 
not,  but  he  is  with  the  Pacific  Car  &  Foundry  Co. 

The  Chairman.  And  Mr.  Magee  also? 
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Mr.  Deane.  No;  Mr.  Magee  is  with  the  Winslpw  Marine  Railway 
&  Shipbuilding  Co. 

The  Chairman.  Oh,  yes,  sir;  that  is  right.  Where  is  Mr.  Mc- 
Allister, do  you  know? 

Mr.  Deane.  Mr.  McAllister  is  with  the  Seattle  Machine  Works. 

The  Chairman.  Do  you  know  where  Mr.  Blain  is? 

Mr.  Deane.  He  has  an  office  in  the  Colman  Building. 

The  ChxVirman.  An  individual  office  or  as  representative  of  some 
concern  ? 

Mr.  Deane.  I  understand  his  business  is  steamship  owners'  repre- 
sentative. 

The  Chairman.  Steamship  owners'  representative? 

Mr.  Deane.  Yes. 

The  Chaikman.  What  does  the  steamship  ownere'  representative 
do ;  do  you  know  ? 

Mr.  Deane.  I  could  not  tell  you  very  much  about  Capt.  Blain's 
business  at  all.  I  have  not  seen  him  once  since  he  left  the  Fleet  Cor- 
poration. He  has  an  office  in  the  Colman  Building,  and  his  intention 
was  to  start  up  a  surveying  bureau  and  shipping  agency,  and  so 
forth,  and  I  think  he  has  done  that. 

Mr.  Chairman.  Are  there  other  persons  here  in  Seattle  who  would 
have  similar  business  as  steamship  owners'  representative? 

Mr.  Deane,  Yes,  sir. 

The  Chairman,  Do  you  know  what  they  do  ?  Do  they  handle  the 
charters  of  ships? 

Mr.  Deane.  Y  es ;  that  is  about  what  they  do,  and  also  make  sur- 
veys of  papers  and  repairs  needed,  and  things  of  that  sort. 

The  Chairman.  Now,  with  reference  to  snips  that  have  been  de- 
livered and  accepted  by  the  Fleet  Corporation,  do  you  know  of  in- 
stances  where,  within  a  very  short  time  after  their  delivery,  they 
have  had  to  be  repaired? 

Mr.  Deane.  I  am  just  getting  through  my  office  now  certain  bilk 
or  certain  notifications  from  the  district  manager  of  repairs  that 
have  had  to  be  made  on  certain  ships. 

The  Chairman.  Would  you  prepare  a  statement  of  those  ships, 
the  amount  expended  and  when,  with  reference  to  their  delivery  by 
the  contractor,  as  far  as  you  have  it  in  your  office? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  1  think  we  will  stop  here  for  luncheon,  Mr.  Deane. 

Mr.  Deane.  All  right,  sir. 

The  ChxVIrman.  And  we  wiU  ask  you  to  come  back. 

Mr.  Hadley.  I  would  like  to  ask  one  question  before  I  forget  it, 
Mr.  Chairman,  if  I  may. 

The  Chairman.  Certainly. 

Mr.  Hadley.  For  the  purpose  of  the  record,  T  would  like  to  have 
defined  the  difference  between  a  lump-sum  contract,  a  cost-plus  fee 
contract,  and  a  cost-plus  percentage  contract. 

Mr.  Deane.  A  lump-sum  contract  is  one  in  which  the  contractor 
agrees  to  construct  a  vessel  or  a  number  of  vessels  for  a  flat  price 
per  ton  or  per  ship. 

A  cost  plus  a  fixed-fee  contract  is  one  in  which  the  contractor 
agreed  to  construct  a  ship  or  ships  at  actual  cost,  plus  a  certain  fixed 
fee  to  cover  profits. 
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A  cost  plus  a  percentage  contract — I  really  do  not  know  what  a 
cost  plus  a  percentage  contract  is,  because  we  have  none  of  them. 

Mr.  Foster.  It  is  something  outside  of  the  other  two. 

Mr.  Deane.  Yes. 

Mr.  Hadley.  Will  you  please  give  us  your  understanding  of  it? 

Mr.  Deane.  I  understand  it  to  be  a  contract  in  which  you  get  the 
cost,  plus  a  percentage  on  all  of  ^our  expenditures. 

Mr.  Hadley.  The  percentage  is  based  upon  cost? 

Mr.  Deane.  The  percentage  is  based  upon  your  expenses ;  yes. 

Mr.  Hadley.  You  have  none  of  those  contracts? 

Mr.  Deane.  None  of  those ;  no. 

Mr.  Hadley.  I  wanted  to  have  it  clear,  to  see  if  I  understood  you. 

Mr.  Deane.  That  is  right. 

Mr.  Kelley.  Will  you  bring  in  this  afternoon  a  list  of  the  ship- 
building or  other  corporations  having  contracts  with  the  Government 
where  the  resident  auditor  does  not  have  access  to  the  books  of  the 
oompanies? 

Mr.  Deane.  There  is  only  one. 

Mr.  Kelley.  Only  one? 

Mr.  Deane.  Yes. 

Mr.  Foster.  Skinner  &  Eddy  ? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Why  was  that  exception  made? 

Mr.  Deane.  I  do  not  know,  sir.    I  could  not  tell  you. 

Mr.  Foster.  Has  it  always  been  that  way? 

Mr.  Deane.  It  has  always  been  that  way  since  the  second  contract 
¥e  have  executed. 

The  Chairman.  We  will  adjourn  imtil  2.15  o'clock,  Mr.  Deane. 

Mr.  Deane.  All  right,  sir. 

The  Chairman,  ^ou  will  come  back  here  and  have  with  you  such 
information  as  you  can  ready? 

Mr.  Deane.  All  right. 

(Whereupon,  at  1  o'clock  p.  m.,  the  committee  recessed  until  2.15 
o'clock  p.m.) 

AFTER    RECESS. 

The  committee  reassembled  at  the  expiration  of  the  recess  at  2.15 
o'clock  p.  m. 

STATEMEirr  OF  MK.  OEOBGE  P.  DEANE— Resumed. 

Mr.  Deane.  Mr.  Chairman,  shall  I  take  up  those  things  that  you 
asked  for  this  morning? 

The  Chairman.  Yes ;  if  you  will. 

Mr.  Deane.  You  asked  about  money  expended  on  telegrams,  this 
morning. 

The  Chairman.  Yes,  sir. 

Mr.  Deane.  All  telegraph  bills  are  paid  by  the  home  office,  and  I 
can  not  give  you  the  amount. 

Yon  also  asked  for  the  distribution  of  costs  on  some  Anacortes 
vessels,  and  also  some  completed  vessels  at  Olympia. 
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This  is  the  report  prepared  by  the  comptroller  down  there,  as  of 
June  19,  and  shows  some  estimated  figures,  but  they  are  approxi- 
mately correct;  in  the  light  of  what  has  been  finished  up  since  then. 

Oltmpia,  Wash.,  •Ttma  19,  1919. 

Mr.  O.  P.  Dkank,  Distrwt  dyinpt roller, 

U,  S.  Shippkiff  Board,  E.  F.  C, 

Seattle,  Wash, 

Deab  Sib:  In  compliance  with  the  assistant  comptroUer*s  request  lii  letter 
of  May  23,  I  Inclose  herewith  statement  of  approximate  costs  of  vessels  and 
hulls  built  by  this  company  for  tlie  Emergency  Fleet  Corporation  under  con- 
tract dated  May  18,  1917,  also  the  four  motoi-ships  built  under  contract  for 
R,  M.  Calkins. 

It  Is  necessary  to  point  out  a  slight  error  in  the  af(»rementioned  letter  in 
connection  with  the  number  of  completed  ships,  which  should  be  six  iusteiid  of 
seven  as  stated,  and  the  number  of  completed  hulls,  which  should  be  four  in- 
stead of  three.  This  accords  with  the  Instructions  received  by  us  from  the 
district  manager*s  office. 

The  attache<l  report  comprises  the  following: 

Schedule  A.  Statement  of  construction  costs  and  extras. 

Schedule  B.  Statement  of  cash  on  hand,  April  30,  1919. 

Schedule  C.  Statement  of  accounts  receivable,  April  30,  1919. 

Schedule  D.  Statement  of  total  atlvances  receiveil  from  the  Emergency  Fl«»et 
Corporation. 

Schedule  E.  Balance  sheet  as  at  April  30,  1919. 

Excess  wage  costs, — In  preparing  this  statement  I  have  taken  the  reqaest 
for  "  Excess  wage  costs  **  to  mean  the  Macy  wage'  adjustments.  This  company 
received  an  allowance  from  the  Emergency  Fleet  Corporation  of  $60,000  per 
ship  in  addition  to  the  contract  price,  making  the  new  contract  figure  $550,000 
per  ship.  This  allowance  was  granted  to  offset  the  increase  in  cost  of  labor 
resulting  from  the  first  wage  scale  set  by  the  Macy  board.  My  statement,  there- 
fore, deals  only  with  the  increase  occasioned  by  the  Macy  award  on  August  1. 
1918,  and  subsequently,  which  amount  has  been  proportioned  on  the  ba.sis  of 
the  labor  p<»rforme<l  on  each  vessel  between  the  datt*s  of  August  1,  1918,  and 
May  31,  1919. 

The  Macy  wage  increase  at  the  Capital  City  Iron  W(»rks  Is  shown  separately. 
The  distribution  of  this  item  has  been  made  on  the  basis  of  the  direct  labor 
performed  on  the  vessels.  To  be  absolutely  correct  this  item  should  be  dii*- 
tributed  over  the  cost  of  material  and  equipment  manufactunxl  for  the  various 
vessels,  but  this  record  was  not  kept  at  the  time  the  labor  was  performed,  as 
it  was  not  understood  that  such  information  would  be  required. 

hlvtru  watchmen,  overtime,  ami  niyht  bonus. — ^This  is  another  item  which  was 
charged  on  (mr  books  to  the  Emergency  Fleet  Coriwratlon  account  and  no  rec- 
ord of  distribution  kei)t  according  to  hulls  at  the  time  the  labor  was  performed. 
In  this  case  the  total  amount  has  been  distributed  on  tiie  basis  of*  the  direct 
labor  perforine^l  on  the  vessels  during  the  period  affected, 

Calkinn  vessels. — There  is  an  unadjusted  item  of  extras  on  those  four  vessels 
which  has  never  been  settled  with  11.  M.  C^alklns.  Our  charges  amount  to  ap- 
i)roxlniately  .$7,000  per  ship,  but  we  understand  that  all  these  items  are  not 
admitted  by  Calkins  as  being  correct  charges  for  extras,  and  he  has  made 
claim  for  allowance  due  on  e<iuipment,  etc.,  eliminated  in  the  construction  of 
the  vessels  by  his  re<iuest.  This  matter  Is  now  being  dealt  with  and  it  is 
exi>ecteil  that  a  settlement  will  i)e  reached  in  the  course  af  a  few  <lays. 

Extra  watchmen  have  not  been  charged  against  Calkins  vesst^ls,  our  under- 
standing being  that  the  addltlonnl  i)r(»UH'tlon  was  placed  on  behalf  of  Flet't 
Corporation  vessels  only. 

Hulls  and  barpes. — ^There  Is  a  quantity  of  material  and  equipment  on  hand 
which  was  j)urchased  prior  to  the  instructions  to  finish  these  as  hulls  only 
and  barges.  The  value  of  the  eipilpnient  is  shown  as  a  separate  item  in  the 
balance  sheet,  and  th(»  material  Is  Included  In  material  and  supplies  accoimt. 

Capital  Villi  Iron  1iV>rA-J».— Work  in  progress,  $42,926.18.  This  item  In  the 
balance  sheet  represents  the  value  of  unfinished  work  on  hand  for  suspendetl 
vessels,  etc.,  also  work  done  on  ship  winches  which  were  not  acceptable  to  the 
Si  lipping  Board. 

ArJra.irrH  on  contracts. — $273,483.03.  These  payments  consist  of  atlvancvs 
made  on  the  purchase  of  equipment  for  the  hulls  which  are  not  to  be  finishetl  as 
completed  vessels ;  also  the  suspended  vessels. 
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Unadjusted  items — Stores. — ^The  value  of  material  and  equipment  on  hand 
as  shown  in  the  balance  sheet  has  not  been  verified  by  a  physical  inventory. 
This  will  be  done  at  the  close  of  oi)erations,  and  any  difference  between  our 
book  accounts  and  the  physical  inventory  will  be  adjusted  with  the  cost 
accounts. 

Depreciations. — Depreciation  on  plant  has  not  been  considered  in  this  state- 
ment 

Insurance. — Builder's  risk  and  tire  insurance  has  not  been  adjusted  in  this 
statement. 

Overhead. — At  the  close  of  operations  the  value  of  tools  on  hand  will  be  a 
credit  to  the  cost  of  the  vessels. 

Accounts  t>oyable. — There  are  a  number  of  creditors'  accounts  waiting  adjust- 
ment on  account  of  canceled  work  in  connection  with  the  curtailment  of  our 
contract.    Tliese  accounts  do  not  appear  In  the  attached  statement. 
Yours,  truly, 

A.  W.  HiGOS,  Comptroller. 
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VoUsonly: 

44 

45 

48 

49 


4B. 
50. 


Csneeled  hulls: 

51 

52 

sa 

54 


Calkins  vessels: 

1 

2 

3 

4 

Undistrilnited  at 
Nov.  23,  1917.... 


Total. 


CoBt  at  Apr. 
30, 1919. 


E.zcess  wages, 
Macy  wage  ad- 
JiistmentofAuc. 
1, 1918. 


At  plant. 


i|8S8»e24.73  $8,218.12. 


308,318.46 
329,665.95 
289,931.28 


1,296,540.42 


32,941.53 


1270,247.57 
243,538.26 


513,785.83 


140,830.18 

85,835.13 

1104,293.10 

172,572.34 


403,530.75 


390,154.06 
407,836.59 
467,885.00 
408,406.16 

438,904.64 


2,203,188.47 


6,209.00 
9,995.72 
8,518.69 


At  C.C.I. 
Works. 


Extra 
watch- 
men, 
overtime 
and  night 
bonus. 


S531.55 
399.87 
441.58 
376.31 


114,131.39 
3,265.77 
3,225.88 
1,860.19 


1,749.31 


12,483.23 


4,758.01 
7,568.37 


12,326.38 


3,581.74 
2,232.13 
2,174.12 
1,399.39 


304.10 
334.92 


639.02 


9,387.38 


160.17 

100.14 

136.06 

90.77 


487.14 


1.732.55 
3,196.87 
3,826.40 


8,755.82 


77.72 
141.24 
166.66 


885.62 


1,682.57 
577.59 


2,260.16 


937.38 
396.49 


1,333.87 


1,873.97 
3,466.84 
2,981.03 
2,704.25 


11,026.09 


Estimate 

too(nn- 

plete. 


812,409.02 

37,086.11 

7,852.42 

26,854.55 


84,202.10 


44,141.76 
32,371.74 


76,513.50 


Total. 


$413,914.81 
355,279.21 
351,181.55 
307,541.02 


1,427,916.59 


321,134.01 
284,390.88 


605,624.80 


144,672.09 
88,167.40 

107,540.66 
74,458.99 


414,739.14 


392,028.05 
413,113.70 
474,204.14 
505,105.47 

438,904.64 


2,223,356.00 


Delivered. 


May  30,1919 
Jtdy  2, 1919 
May  30,1919 
June  29,1919 


Aug.    6, 1919 
July  31,1919 


July  11,1918 
Aug.  26,1918 
Sept.  27, 1918 
Oct.  23,1918 


1  Anacortos. 

ScHEDUUi:  B. — Sloan  Shipyards  Corporation,  trustee.    Cash  on  hanct  as  at  Apr, 

SO,  1919. 

Petty  cash: 

Olympla  Plant $100. 00 

Anactores  Plant 250. 00 

Capital  City  Iron  Works 50.00 


$400.00 


Seattle  National,  Seattle 277,119.28 

Capital   National,   Olympla 41, 331. 58 

Olympla  National,  Olympla 381.48 

Bank  of  Commerce,  Anacortes ? 10,000.00 


328, 832. 34 


329, 232. 34 


Schedule  C— Sloan  Shipyards  Corporaiion,  trustee.    Accounts  receivable  as 

at  Apr,  30,  1919, 

V.   I>.  Sloan $328.96 

J.    A.   Sloan 5, 047. 72 

Hasklns  &  Sells— audit  charges 1,890.43 

Fares  advanced  to  workmen   (not  collectible) 389.12 

Cash  items 332. 13 

W.  K.  Yott  (not  collectible) 153.15 

SajDS  &  Peters — deposit  on  insurance 1, 100. 00 

George  F.  Bush  CJo.,  deposit  re.,  customs  duty 136. 90 

R.  M.  Calkins  (part  of  extras  on  contract) 2,879.13 

Oregon  &  Washington  Railway  contingent 1,393.47 

Mlacellaneous ^^ 3. 50 

13, 654.  51 
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Schedule   I). — Hloan    Shipyards    Corporation,    trustee.    Adcatices   on   account 
contract  by  the  Emergency  Fleet  Corporation  as  at  Apr.  SO,  1919. 

Cash  advauces $10,319,800.00 

Material,    Insurance,    etc., ,, 209,991.07 

10.529.791.67 
T^ess  Contra  a/c : 

Extra  equipment,   etc___* $16,310.86 

Construction,    extras 151,229.33 

Material  and  equipment 277.021,02 

Wage  adjustment 126,323.69 

Overtime,  watchmen,  etc 62,393.17 

633,  284. 07 

9, 896,  .507. 00 

Schedule  E. — Sloan  Shipyards  Corporation — Trustee  condensed  balance  sheet 

as  at  Apr.  SO,  1919. 

Cash  on   hand $400.00 

Cash  at  banks 828,832.34 

$329, 232. 84 

Cash — Anacortes  Shipbuilding  Co.  "old  account" 141.87 

Accounts   receivable 13, 654. 51 

Emergency  Fleet  Corporation: 

For  extra  equipment,  etc.,  for  vessels 16, 316. 86 

For  material  and. equipment  ex  our  stock 277, 02L02 

For  overtime,  extra  watchmen,  etc 62,393.17 

For  Macy  wage  adjustment  of  Aug.  1,  1918 126,  323. 69 

Capital  City  Iron  Works — Sundry  accounts  rec I-  2,467.13 

Material  and  supplies  on  hand  at  all  plants,  subject  to  verifica- 
tion by  physical  Inventory 851,447.60 

Equipment,  etc.,  left  over  from  hulls  and  barges - 451, 252. 72 

Equipment  on  hand  purchased  by  Sloan  Shipyards  Corporation 
but  not  accepted  for  use  by  American  Bureau  and  Shipping 
Board— Estimated    200,000.00 

Ship  construction  costs  (exclusive  of  wage  adjustments)  : 

Calkins  contracts  (4  vessels  delivered) 2,200,751.64 

E.  F.  C.  contract  for  16  vessels $5, 958, 308.  32 

E.  F.  C.  contract  for  extras 151,229.33 

6,109,537,65 

Capital  City  Iron  Works,  work  In  progi-ess  for  E.  F.  C.  vessels 42, 926. 18 

Buildings  and  equipment  (subject  to  depreciation)  : 

Olympia  plant      $396, 520.  63 

Anacortes  plant 331,401. 17 

Capital  City  Iron  Works 99,174.59 

827,  096.  39 

Real  estate  at  cost : 

Anacortes   Shipbuildiiig  Co 1(5,420.38 

Capital  City  Iron  Works 14,972.41 

31, 392.  79 

Advance  payments  to  manufacturers  on  contracts 

for  equipment  for  Emergency  Fleet  Corporation 

ves.sel.s 278,983.03 

Premier  Engine  Works,  first  payment  on  contract 
for  4  engines  against  which  no  value  has  been 
recelve<l.  Ckiutract  was  cancelled  when  E.  F.  C. 
assumed  control  of  finances  November,  1917 20,000.00 

293. 983. 03 

Deposits : 

Cash  advanced  as  per  agreement  July  6,  1917 
for  a  period  of  not  less  than  two  years.  Se- 
cured by  bonds  equivalent  to  a  second  mort- 
gage on  plant 100,000.00 

Less  contra 24,374.25 

. 75,625.7ri 

Cash  in  Escrow  i-e  Calkins  contract , 168,750.00 
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Misr^Haneous  assets  (subject  to  depredation)  : 

Anacortt^s  plant $8,682.37 

Capital  City  Iron  Works 3, 716.  75 

$12,  309. 1 2 

Gunimission  paid  to  It.  M.  Calkins  an<l  CllnchtteUl  Navigation 

Cfl . 594,  693.  29 

Organization  expenses: 

Sloan  Shipyards  Corporation $658,000.00 

Anac*<»rtes  Shipbuilding  Co 60,000.  00 

718, 000. 00 

Sul)scrlpti(inH  payable  from  earningH,  Sloan  Shipyards  Corpora- 
tion  i 14, 838. 04 

Anamrtt^ff  Shipbuilding  ('o.,  capital  stock  account 25,000.00 

TotJil 13,445,244.79 

Liabilities  and  capital: 

.\ccount.s  payable $103, 600. 94 

Emergency   Fleet   (.'ori>oratlon   for  builder 's- 
risk  insurance,  nmterial  etc 209,991.67 

313,  592.  61 

Payments  on  account  of  contracts : 

Emergency  Fleet  Conwration 10,319,800.00 

('alkins,  U.  M 2,000,000.00 

12, 319, 800. 00 

Capital  and  surplus: 

Sloan  Shipyards  (.Corporation 686,809.41 

Anacortes  Shipbuilding  Co 78, 610. 00 

Capital  City  Iron  Works 46,432.77 

811. 852. 18 

Total 13, 445, 244. 79 

Mr.  HADLEr.  For  the  purposes  of  the  record,  we  might  as  well  ex- 
plain that. 

The  Chairman.  Yes.    Are  you  going  to  leave  this  with  the  com- 
mittee ? 
Mr.  Deane.  Yes ;  I  will  leave  that  with  the  committee. 
The  Chairman.  You  have  marked  here  in  pencil  the  Anacortes 
hulls? 

Mr.  Deaxe.  Yes,  sir.    This  was  a  15-ship  contract,  let  to  the  Sloan 
Shipyards  Corporation.    The  Sloan  Shipyards  Corporation  sublet  six 
of  those  to  the  Anacortes  Shipbuilding  Co.    Work  was  started  on 
pnictically  all  of  them  at  the  date  cancellations  were  made,  and  it 
was  finally  decided  to  complete  six  as  completed  ships  and  four  as 
hulls  only,  and  two  to  be  converted  into  barges,  and  the  remaining 
four  to  be  canceled  in  their  present  state  of  construction.     These 
completed  ships  are  all  completed  and  delivered  now.    These  are  the 
estimated  costs,  as  Mr.  Higgs  (estimated  on  June  19,  and  the  actual 
cost  approximates  these  very  closely,  although  I  can  not  give  it  to 
you  just  now,  since  the  report  is  not  made. 
Mr.  HADLEr.  This  went  under  the  head  of  the  grand  total? 
Mr.  Deane.  This  one  here.  No.  47.    These  hulls  have  all  been  de- 
livered; and  these  are  the  costs,  and  these  were  the  costs  estimated  as 
of  the  (late  they  were  delivered.    [Explaining  statement.] 
The  Chairman.  In  the  column  marked  "  Total "  ? 
Mr.  Deane.  In  the  column  marked  "  Total."    That  is  i\\^  cost  of 
barges.    [Indicating  on  statement.] 

The  Chairman.  N^os.  46  and  50  were  completed  as  barges,  were 
they? 

Mr.  Deane.  That  is  right. 
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The  Chairman.  And  the  total  cost  is  shown  under  the  column 
marked  "  Total "  ? 

Mr.  Deane.  That  is  right. 

The  Chairman.  Canceled  hulls  Nos.  63  and  54,  Anacortes—the 
amount  expended  upon  them — ^the  total  amount  is  shown  in  the  col- 
umn marked  "  Total,"  opposite  Nos.  53  and  54? 

Mr.  Deane.  That  is  right. 

The  Chairman.  Now,  Mr.  Deane,  in  the  upper  classification,  under 
the  heading  "  Vessels/'  at  the  Anacortes  yard,  hulls  43  and  47 

Mr.  Deane.  No  ;  just  43. 

The  Chairman.  Forty-three  shows  in  the  column  headed  "  Total 
construction  costs,"  $727,397.  Then  the  next  column,  is  '"Own- 
ers' account,  extra  equipment,"  etc.,  which  is  added  to  the  total 
construction  cost,  making  an  estimated  grand  total  of  $729,566,  leav- 
ing off  the  odd  cents.  What  is  that  "  Owners'  account,  extra  equip- 
ment "  ? 

Mr.  Deane.  That  is  in  the  nature  of  extras. 

The  Chairman.  Ordered  by  the  Fleet  Corporation? 

Mr.  Deane.  Ordered  by  the  Fleet  Corporation ;  yes,  sir. 

The  Chairman.  Through  the  district  office? 

Mr.  Deane.  That  is  right. 

The  Chairaian.  So,  that  upon  six  vessels  built  at  the  Sloan  Ship- 
yards, five  of  them  have  been  delivered  ? 

Mr.  Deane.  That  is  right. 

The  Chairman.  And  one  not  delivered.  There  were  extras 
amounting  to  $16,316. 

Mr.  Deane.  Yes ;  but  it  was  more  than  that  $16,000  here.  There 
was  $151,000  here  [indicating  on  statement],  and  $10,000  estimated, 
and  also  the  Macv  wage  increase,  watchmen,  overtime.  Out  of  this 
$4,094,000,  the  Fleet  Corporation  owes  Sloan,  if  you  would  like  to 
put  it  that  way,  about  $293,000  for  extras,  that  is,  construction  ex- 
tras, wage  increases,  watching,  overtime,  etc. 

The  Chairman.  That,  of  course,  includes  the  excess  wages  at  the 
Capitol  City  Iron  Works,  and  is  that  apportioned  to  the  Anacortes 
ships  in  any  way  ? 

Mr.  Deane.  Y  es ;  the  work  done  by  the  Capitol  Citv  Iron  Works 
was  done  largely  for  Olympia  and  for  Anacortes.  Tney  manufac- 
ture machinery  and  parts  for  all  ships. 

The  Chairman.  Now,  I  do  not  care  for  anything  further  with 
reference  to  that  table,  but  some  of  the  other  members  will,  perhaps. 
There  are  some  other  papers  that  we  inquired  for. 

Mr.  Deane.  The  other  items  I  am  having  worked  up  for  you  now, 
sir. 

The  Chairman.  Did  you  keep  this  extra  cost  on  account  of  excess 
wages  under  the  Macy  scale  for  the  other  yards,  as  you  have  done  in 
this  case? 

Mr.  Deane.  No  ;  not  in  exactly  the  same  way.  We  advanced  Sloan 
sufficient  money  to  pay  all  of  his  expenses.  In  the  case  of  a  lump- 
sum contractor  we  did  not.  We  merely  made  him  progress  payments 
in  accordance  with  the  terms  of  the  contract,  and  then  it  was  up  to 
him  to  put  in  vouchers  for  wage  increases,  etc.,  which  we  audited 
and  afterwards  paid.  In  the  case  of  Sloan,  Mr.  Higgs  charges  up 
to  the  Fleet  Corporation  on  his  pay  roll  weekly  the  amount  due  for 
wage  increases. 
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The  Chairman.  So,  in  the  case  of  the  lump-sum  contracts,  the 

extra  amount  due  on  account  of  overtime,  labor,  and  the  Macy  scale 

award,  is  submitted  to  the  district  office  here  in  the  form  of  a 
Toucher. 

Mr.  Deane.  That  is  right. 

The  Chairman.  And  that  is  added  to  the  total  of  the  contract? 

Mr.  Deane.  That  is  right. 

The  Chairman.  Now,  do  you  have  the  amount  paid  for  those 
items?    Can  you  compute  those? 

Mr.  Deane.  I  can  get  it  from  the  books ;  yes,  sir. 

The  Chairman.  Do  you  know  of  any  instances  where  material  has 
been  billed  direct  to  the  Fleet  Corporation  and  by  them  billed  to 
the  contractor  and  then  by  the  contractor  again  billed  back  to  the 
Fleet  Corporation? 

Mr.  Deane.  No;  not  in  that  manner.  I  know  of  cases  where  con- 
tractors have  billed  back  to  the  Fleet  Corporation  a  part  of  the 
purchase  pric€,  or  perhaps  billed  back  the  whole  bill,  stating  that 
they  never  received  the  material ;  but  I  do  not  know  of  any  case 
where  we  have  actually  bought  back  from  a  contractor  material  that 
we  supplied  him. 

The  Chairman.  Well,  if  you  had  a  lot  of  material  which  came  into 
a  shipyard  and  it  was  billed  to  the  Fleet  Corporation  would  you  not 
bill  that  to  the  contractor? 

Mr.  Deane.  Yes. 

The  Chairman.  Then,  the  contractor  would  take  and  use  it  in 
constructing  ships? 

Mr.  Deane.  Yes. 

The  Chairman.  How  would  he  get  his  money  for  it? 

Mr.  Deane.  How  would  he  get  his  money  for  that  material  ? 

TTie  Chairman.  Unless  he  billed  it  to  the  Fleet  Corporation? 

Mr.  Deane.  He  would  not  bill  it  to  the  Fleet  Corporation  neces- 
sarily. In  the  case  of  a  contractor,  where  we  supplied  the  steel,  for 
instance,  we  estimate  the  value  of  that  steel  as  soon  as  the  contract 
is  signed.  The  contractor  estimates  the  value  of  the  steel.  A  certain 
proportion  of  that  estimated  value  is  deducted  from  every  progress 
payment  that  is  made  to  the  contractor,  and  when  the  actual  amount 
of  steel  that  has  gone  into  this  contract  is  known  at  the  end  of  the 
contract  then  this  estimate  is  adjusted  down  to  the  actual  basis  and 
Ae  contractor  is  paid  the  difference. 

The  Chairman.  In  what  class  of  contract  is  it  that  the  steel  or 
other  material  would  be  billed  to  the  Fleet  Corporation  instead  of 
to  the  contractor? 

Mr.  Deane.  Would  be  billed  to  the  Fleet  Corporation? 

The  Chairman.  No 

Mr.  Deane.  Well,  take  our  wood-ship  installation  contracts.*  That 
material  never  does  become  the  property  of  the  contractor.  It  is 
billed  to  the  Fleet  Corporation  and  he  is  intrusted  with  the  material 
to  install  in  the  hulls  assi^ed  to  him.    It  is  never  billed  to  him. 

The  Chairman.  Well,  in  any  other  case  than  in  an  installation 
conta-act? 

Mr.  Deane.  Well,  yes;  in  cost-plus  yards  the  material  might, 
perhaps,  be  billed  to  us  by  the  original  vendor,  in  which  case  we 
tntn  around  and  bill  it  to  the  contractor.    There  are  certain  items  of 
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equipment,  such  as  extras,  extra  ecjuipment,  which  is  never  billed  to 
the  builder,  either.  It  is  sent  to  his  yard  to  be  installed  by  him,  and 
the  stuff  is  absorbed  on  our  books  as  part  of  our  material  costs  with- 
out ever  being  reflected  on  his. 

The  Chairman.  What  particular  kind  of  a  contract  is  it  under 
which  materials  such  as  the  steel  or  lumber  would  be  originally  billed 
to  the  Fleet  Corporation  instead  of  to  the  builder? 

Mr.  Deane.  I  have  not  any  idea,  unless  it  would  be  a  cost-plus 
contract. 

The  Chairman.  Cost  plus  a  fixed  fee? 

Mr.  Deane.  Yes. 

The  Chair3ian.  Do  you  know  whether  or  not  material  for  the 
Skinner  &  Eddy  yard,  after  they  have  made  a  flat-sum  contract, 
is  ever  billed  to  the  Fleet  Corporation  ? 

Mr.  Deane.  Yes;  I  think  our  fii*st  contract  with  Skinner  &  Eddy 
provided  that  we  should  furnish  steel  at  a  price  agreed  upon. 

The  Chairman.  And  from  whom  did  you  procure  that  steel? 

Mr.  Deane.  I  have  not  any  idea  just  now.  Of  course,  the  steel 
bills  are  paid  by  the  home  office,  and  we  simply  pass  on  the  billing. 
As  fast  as  they  bill  us,  we  turn  around  and  bill  the  contractor. 

The  Chairman.  Did  you  buy  steel  from  the  Skinner  &  Eddy^  Cor- 
poration? 

Mr.  Deane.  No. 

The  Chairman.  If,  as  a  matter  of  fact,  the  Skinner  &  Eddj'  Co. 
liad  materials  for  a  large  number  of  ships  when  you  let  your  first 
contract,  what  would  be  the  necessity  of  the  Fleet  Corporation  pur- 
chasing steel  for  that  plant? 

Mr.  Deane.  The  only  point  that  I  can  see  there  is  that  at  the  time 
these  contracts  were  let  the  steel  market  was  in  a  somewhat  chaotic 
condition.  It  was  hard  to  place  orders  for  steel.  The  price  of  steel 
was  also  jumping  every  day.  How  much  steel  Skinner  &  Eddy  had 
on  hand  at  the  time  they  took  their  first  contract,  I  could  not  say, 
but  the  Fleet  Corporation  did  not  sell  any  st-eel  to  Skinner  &  Eddy 
at  a  loss. 

The  Chairman.  At  a  loss? 

Mr.  Deane.  No.  They  merely  acted  as  Skinner  &  Eddy's  agent  in 
getting  this  steel  for  them  and,  as  a  matter  of  bookkeeping,  in  keep- 
ing the  account  correctly,  was  bought  by  the  Fleet  Corporation,  and 
turned  over  to  them,  and  then  rebilled  to  them,  as  I  recollect  it. 

The  Chairman.  Now,  do  you  recall  any  instances  where  lumber 
supplied  was  billed  directly  to  the  Fleet  Coi^poration,  Avhore  the 
builder  had  a  flat-sum  contract? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Of  course,  you  would  not  say  without  consulting 
the  records,  that  there  were  not  such  cases? 

Mr.  Deane.  I  could  not  say  that  the  lumber  had  not  been  billed 
that  way,  but  I  am  not  of  tlie  opinion  that  we  were  paid  for  any 
lumber  in  that  manner,  through  our  books.  The  Portland  office  was 
the  lumber  clearance  office  for  the  district,  and  Mr.  Fleming  down 
there  can  probably  give  you  a  whole  lot  more  information  as  to  how 
the  lumber  was  handled,  in  general,  than  the  way  it  was  handled  in 
this  particular  district. 

The  Chairman.  Do  you  recall  in  connection  with  the  Sloan  con- 
tract the  price  at  which  the  Sloan  Shipyards  Corporation  had  con- 
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tracts  for  lumber  when  they  first  took  the  contract  with  the  Fleet 
Corporation? 

Mr.  Dbane.  They  had  no  contracts  for  lumber  at  the  time  they 
took  their  contract  with  the  Fleet  Corporation. 

The  Chaikman.  Now,  upon  what  do  you  base  that  statement? 

Mr.  Deane.  From  an  examination  of  their  records  at  a  later  date. 

The  Chaibman.  Well,  did  they  ever  have  contracts  for  lumber? 

Mr.  Deane.  On  July^  6  they  made  a  contract  with  the  Wisconsin 
Timber  Co. 

The  Chairman.  What  year? 

Mr.  Deane.  1917.     For,  I  believe,  10,000,000  feet  at  $30  a  thousand. 

The  Chairman.  That  was  after  they  had  taken  their  contract? 

Mr.  Deane.  Yes. 

The  Chairman.  And  that  was  after  six  of  those  ships  had  been 
sublet  to  the  Anacortes  yard  ? 

Mr.  Deane.  I  do  not  remember  the  actual  date  of  the  subletting. 

The  Chairman.  Now,  was  any  of  that  lumber  ever  delivered  at 
that  price  under  that  contract? 

Mr.  Deane.  Yes;  some.  I  could  not  tell  you  how  much.  I  have 
*  record  that  will  show  that,  though. 

The  Chairman.  Could  you  give  us  that,  Mr.  Deane? 

Mr.  Deane.  Yes. 

The  Chairman.  Did  it  become  necessary  for  you,  or  for  anybody 
at  your  office,  to  inspect  the  records  of  the  inspectors  at  the  various 
yards  to  ascertain  how  much  lumber  had  been  rejected? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Well,  if  the  yard  has  a  large  amount  of  rejected 
lumber  on  hand,  which  the  Fleet  Corporation  had  ordered,  and  which 
was  not  used  for  the  construction  of  a  ship,  what  becomes  of  that 
lumber,  and  how  does  it  affect  the  account  between  the  Fleet  Corpora- 
tion and  the  builder? 

Mr.  Deane.  As  far  as  rejected  lumber  is  concerned,  if  the  con- 
tractor has  any  on  hand,  he  must  be  carrying  it  himself. 

The  Chairman.  Even  though  it  were  ordered  by  the  Fleet  Cor- 
poration? 

Mr.  Deane.  Yes,  sir ;  I  would  say  even  though  it  were  ordered  by 
the  Fleet  Corporation. 

The  Chairman.  Well,  why  should  a  contractor  be  compelled  to 
bear  that  loss  in' lumber,  if  it  was  ordered  by  the  Fleet  Corporation? 

Mr.  Deane.  I  don't  know  how 

The  Chairman.  And  then  rejected  by  the  inspector  of  the  Fleet 
Corporation? 

Mr.  Deane.  I  don't  know  how  he  would  get  along  adjusting  with 
the  mill,  but  the  Fleet  Corporation  itself  did  not  order  lumber  for 
those  yards.  There  was  an  organization  here  called  the  Fir  Produc- 
tion Board,  which  only  partly  represented  the  Fleet  Corporation. 
All  orders  for  lumber  were  placed  through  them. 

The  Chairman.  By  the  corporation? 

Mr.  Deane.  By  the  corporation.    Now,  they  acted  as  purchasing 
agent. 
The  Chairman.  For  the  corporation  ? 
Mr.  Deane.  For  the  contractors. 
The  Chairman.  And  for  the  corporation,  did  they  not? 
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Mr.  Deane.  Yes;  I  presume  they  acted  as  purchasing  agent  for 
the  corporation,  too. 

The  Chairman.  The  Fleet  Corporation  was  represented  on  the  Fir 
Production  Board? 

Mr.  Deane.  Yes. 

Mr.  KeliiET.  When  you  used  the  word  "  corporation,"  Mr.  Chair- 
man, you  meant  the  Fleet  Corporation? 

The  Chairman.  Yes;  the  Fleet  Corporation.  I  say  the  Fleet  Cor- 
poration was  represented  upon  the  Fir  Production  Board  and  you 
said  yes? 

Mr.  Deane.  Yes.  Just  a  minute.  The  Fir  Production  Board  was 
an  independent  organization,  and  they  represented  us.  I  do  not 
think  we  had  any  representative  on  the  board,  any  particular  repre- 
sentative.   The  whole  board  represented  us. 

The  Chairman.  Who  appointed  the  board? 

Mr.  Deane.  That  is  something  I  could  not  tell  you. 

The  Chairman.  Did  you  have  any  relation  to  the  board? 

Mr.  Deane.  Yes. 

The  Chairaian.  What? 

Mr.  Deane.  Paid  their  bills. 

The  Chairman.  How  many  men  constituted  the  board? 

Mr.  Deane.  Do  you  mean  how  many  employees  they  had? 

The  Chairman.  How  manv  constituted  the  board  itself? 

Mr.  Deane.  I  could  not  tell  you.  The  head  office  of  this  board  was 
in  Portland.    All  they  had  up  here  was  a  branch  office. 

The  Chairman.  They  had  a  branch  office  here? 

Mr.  Deane.  Yes. 

The  (^hairman.  How  many  in  that  branch  office? 

Mr.  Deane.  About  a  dozen  men  at  one  time. 

The  Chairman.  Who  was  at  the  head  of  this  branch  office? 

• 

Mr.  Deane.  Mr.  Bloedell  was  at  the  head  at  one  time,  and  Mr. 
Stimson  was  at  the  head  at  another,  and  Mr.  Post 

The  Chairman.  Anybody  else  that  you  can  recall? 

Mr.  Deane.  Not  that  I  remember. 

The  Chairman.  Where  were  their  offices? 

Mr.  Deane.  Their  office  was  in  this  building. 

The  Chairman.  Now,  did  you  pay  any  salaries  on  that  board  for 
the  members  of  the  board? 

Mr.  Ddane.  I  am  inclined  to  think  that  Mr.  Bloedell  and  Mr.  Stim- 
son were  both  doUar-a-year  men. 

The  Chairman.  They  were  doUar-a-year  men? 

Mr.  Deane.  Mr.  Post  drew  a  salary.  He  was  promoted  to  his 
position  from  that  of  auditor. 

The  Chairman.  Mr.  Post  had  formerly  been  auditor  of  the  district 
office? 

Mr.  Dbank.  Not  of  this  office — in  his  own  Fir  Production  Board 
office. 

The  Chairman.  And  was  promoted  to  it  ? 

Mr.  Deane.  Yes.  That  was  at  the  time  when  the  work  of  the  Fir 
Production  Board  was  contracting  considerably. 

The  Chairman.  Did  that  Fir  Production  Board  act  in  correlation, 
if  you  know,  with  the  board  which  was  making  purchases  for  the 
War  Department,  or  were  they  competing  with  the  board  ? 
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Mr.  Deane.  No  ;  I  think  this  board  bought  all  of  the  fir  lumber 
that  all  Grovermnent  agencies  required.  I  would  not  be  sure  of  that, 
but  that  is  my  impression. 

Tlie  Chaikman.  What  salary  did  Mr.  Post  receive? 

Mr.  Deane.  He  received,  when  he  left,  $3,600  a  year. 

The  Chairman.  Did  any  of  the  shipbuilders  in  this  district,  so  far 
as  you  know,  have  a  representative  upon  the  Fir  Production  Board, 
or  name  any  of  its  members? 

Mr.  Deane.  No,  sir. 

The  Chairmax.  So  that,  as  far  as  the  relation  of  the  Fir  Produc- 
tion Board  to  the  Fleet  Corporation  went,  it  acted  as  its  agent  or 
representative  in  procuring  fir  timber? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  What  other  expenses  of  that  board  did  you  pay 
beside  the  salaries  of  the  members  of  the  board  ?  Did  you  pay  for 
the  services  of  its  personnel — oi&ce  force? 

Mr.  Deanb.  Yes;  we  paid  the  regular  running  expenses. 

The  Chairman.  Was  that  charge  apportioned  to  various  shipyards 
throughout  the  district? 

Mr.  Deane.  No,  sir;  that  was  all  charged  to  the  home  office. 

The  Chairman.  That  was  charged  to  the  home  office? 

Mr.  Deanb.  Yes,  sir. 

The  Chairman.  Do  you  know  who  supplied  the  lumber  for  the 
Grays  Harbor  Motorship  Corporation? 

)fr.  Deane.  I  do  not  know  the  name  of  the  company,  but  it  is  a 
mill  right  next  door  to  the  yard. 

The  Chairman.  Was  it  subsidiary  of  the  motorship  corporation? 

Mr.  Deane.  I  haven't  any  idea. 

The  Chairman.  You  never  had  occasion  to  look  into  the  make-up 
of  that  corporation  ? 

Mt.  Dkvnk.  No. 

The  Chairman.  Do  you  recall  some  ships  which  were  contracted 
for  by  the  Sloan  Shipyards  Corporation  m  the  early  stages  of  its 
construction  work  which  were  subsequently  canceled  ? 

Mr.  Deane.  Yes. 

The  Chairman.  The  contracts? 

Mr.  Deane.  Yes. 

The  Chairman.  Wliat  was  the  necessity  of  canceling  those  con- 
tracts? 

Mr.  Deane.  The  contract  was  let  to  a  company  called  the  Premier 

Enpne  Works. 

The  Chairman.  Wliere? 

Mr.  Deanb.  In  Portland,  Oreg. — and  $20,000  advance  on  that  con- 
tract was  made  by  Sloan.  He  had  as  treasurer  one  of  the  board  of 
directors.    Soon  after  we  took 

The  Chairman.  Just  a  minute,  Mr.  Deane.  What  did  you  say  he 
had  as  treasurer? 

Mr.  Deane.  He  had  as  treasurer  one  of  the  board  of  directors  of 
this  Premier  Engine  Works. 

The  Chairman.  Oh,  I  see. 

Mr.  Dean]^  Soon  after  we  took  charge  of  the  Sloan  finances,  the 
Premier  Engine  Works  sent  in  a  bill  for  $16,000,  representing  the 
progress  payments  due  under  the  contract.    We  looked  up  the  terms 
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of  the  contract  to  see  whether  they  qoalified  or  not,  and  they  had 
not.  The  terms  of  the  contract  provided  that  they  should  have  pat- 
terns delivered  to  the  Capital  City  Iron  Works,  if  I  remember  cor- 
rectly, whereas  the  patterns  were  somewhere  here  in  Seattle,  and  had 
not  been  delivered. 

The  Chairman.  Just  to  interrupt  you  again^  was  the  Premier  En- 
gine Works  building  these  engines  at  Portland! 

Mr.  Deane.  No,  sir;  they  could  not  build  these  engines.  I  went 
down  to  Portland,  or,  rather,  I  sent  a  man  down  to  Portland,  to  in- 
vestigate the  Premier  Engine  Works.  They  were  located  on  a  side 
street.  They  had  a  shop  built  up  on  stilts.  It  was  in  a  fast-decaying 
condition  and  they  could  not  possibly  have  built  an  engine  if  they  haa 
wanted  to,  and  they  had  1  cent  in  their  bank  account. 

The  Chairman.  They  had  what! 

Mr.  Deane.  One  cent  in  the  bank  account. 

Mr.  EIelley.  One  cent  ? 

Mr.  Deane.  One  cent;  yes.  So  it  was  not  deemed  advisable  to 
carry  on  any  further  with  that  engine  company. 

The  CHAmMAN.  You  canceled  the  contract  ? 

Mr.  Deane.  We  canceled  it. 

The  Chairman.  And  they  kept  the  $20,000? 

Mr.  Deane.  It  was  gone — ^no  assets. 

The  Chair3ian.  Xo  assets?  Is  that  a  matter  that  is  under  adjust- 
ment with  the  Fleet  Corporation? 

Mr.  Deane.  Yes,  sir;  it  still  appears  on  the  Sloan  books. 

The  Chairman.  You  relet  contracts  for  engines  to  other  parties? 

Mr.  Deane.  We  relet  contracts  for  those. engines  that  we  canceled 
to  the  AUis-Chalmers  Manufacturing  Co. 

The  Chairman.  At  an  advance  of  how  much  over  the  original 
price  ? 

Mr.  Deane.  I  should  say,  perhaps,  $5,000  an  engine,  although  my 
records  would  show  just  exactly  how  much. 

The  Chairman.  Would  vou  sav  that  the  original  contract  called 
for  $50,000,  and  when  remade  called  for  $78,000? 

Mr.  Deane.  Seventy-eight  thousand  dollars?  No;  I  do  not  think 
that  is  correct. 

The  Chairman.  Was  there  any  concern  here  in  this  district  which 
was  being  operated  by  the  Emergency  Fleet  Corporation,  at  any 
time,  constructing  ships  ? 

Mr.  Deane.  Being  operated  by  the  Emergency  Fleet  Corporation? 

The  Chairman.  Yes. 

Mr.  Deane.  No. 

Tlie  Chairman.  Was  there  any  shipbuilding  corporation  here  in 
Seattle  in  which  the  Fleet  Corporation,  through  its  district  office  here, 
had  placed  a  superintendent  and  the  executive  officials  to  carry  out 
the  construction  of  ships  previously  entered  upon  by  another  concern 
since  you  have  been  in  this  district  office  here  ? 

Mr.  Deane.  I  do  not  quite  catch  that  point,  Mr.  Chairman. 

The  CHAmMAN.  Will  you  repeat  that  question? 

(The  question  was  thereupon  read  by  the  reporter.) 

Mr.  Deane.  No,  sir;  there  was  not. 

The  Chairman.  Was  the  Emergency  Fleet  Corporation  operating, 
or  did  it  exercise  supervision  of  the  Todd  Shipbuilding  Corporation 
in  Seattle  at  any  time? 
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Mr.  Deaxe.  Xo;  only  in  the  same  manner  as  we  would  supervise 
ind  look  into  any  cost-plus  yard.  The  present  Todd  Dry  Dock  Co. 
in  Seattle  we  have  not  had  anything  to  do  with. 

The  Chaibhan.  Was  not  the  Todd  Shipbuilding  Corporation  op- 
eratinga yard  immediately  adjacent  to  the  Skinner  &  Eddy  ways? 

Mr.  Dbank.  Yes,  sir. 

The  Chaibman.  And  did  you  not  have  at  that  yard  a  man  in  con- 
trol as  superintendent  or  manager  who  was  running  the  yard  with 
faU  authority? 

Mr.  Deane.  No,  sir;  not  one  of  our  men. 

The  Chairman.  Not  one  of  your  men? 

Mr.  Deane.  No. 

The  Chaibman.  One  of  your  appointees? 

Mr.  Deane.  No,  sir. 

The  Chaibman.  Later  that  yard  was  turned  over  to  the  Skinner 
A  Eddy  Co.? 

Mr.  Deane.  Yes,  sir. 

The  Chaibman.  Under  advances  made  by  the  Fleet  Corporation? 

Mr.  Deane.  We  bought  the  yard  from  the  Seattle  Construction  & 
Drv  Dock  Co.  and  sold  it  to  Slanner  &  Eddy. 

the  Chaibman.  You  purchased  it  outright? 

Mr.  Deane.  Well,  it  has  not  all  been  paid  for  yet.  They  agreed  to 
pay  for  the  yard  at  the  rate  of  $125,000  per  ship  built  in  the  yard. 

The  Chaibman.  Slrinner  &  Eddy  did  s 

Mr.  Deane.  Yes. 

The  Chaibman.  No;  but  I  mean  the  Fleet  Corporation  bought  it 
outright? 

Mr.  Deane.  Yes. 

The  Chaibman.  Did  you  have  a  mortgage  on  the  yard  prior  to 
taking  it  over  from  the  Seattle  corporation  ? 

Mr.  Deane.  No,  sir. 

The  Chaibman.  You  had  made  advances  to  it,  though,  had  you 
not? 

Mr.  Deane.  We  had  made  advances  on  account  of  those  ships  being 
constructed  at  that  time. 

The  Chaibman.  Yes. 

Mr.  Deane.  But  I  do  not  think  there  was  any  very  serious  over- 
payment at  that  time. 

the  Chaibman.  But  they  were  not  making  favorable  progress, 

were  they? 

Mr.  Deane.  That  is  my  understanding. 

The  Chaibman.  There  was  delay  and  disoorganization  ? 

Mr.  Deane.  Yes. 

The  Chaibman.  And  unsatisfactory  work? 

Mr.  Deane.  That  transfer  was  made  on  May  1, 1  think,  or  May  29, 
and  just  came  after  a  period  when  I  had  been  out  of  town  for  about 
six  months,  down  in  Olympia,  and  when  I  was  not  in  very  close  touch 
with  conditions  in  the  district  office. 

The  Chairman.  There  have  been  quite  some  substantial  advances, 
however,  made  to  that  yard,  which  was  later  taken  over  by  the  Fleet 
Corporation  and  sold  to  Skinner  &  Eddy? 

Mr.  Deaxe.  My  books  show  that  no  advances  had  been  made  to  the 
Seattle  Construction  &  Dry  Dock  Co.  except  for  ship  construction. 
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^u^^®  9?^iRMAN.  Yes,  sir;  but  they  had  been  quite  substantial,  had 
they  not?  ^  j 

Mr.  Deane.  Oh,  yes. 

The  Chairman.  And  how  far  completed  were  those  ships  when  the 
^^f^S^^y  Fleet  Corporation  took  over  the  yard,  if  you  know? 
Mr.  Deane.  I  could  get  that  for  you  from  the  records. 
The  Chairman.  Will  you  do  that,  please? 
Mr.  Deane.  Yes,  sir. 

^J}^%(^^^^^^^^'  Now,  at  what  price  was  the  yard  sold  to  Skinner  A 
Hiady  f 

^u '  ^^^^'^-  "^^^  s^^®  Pri^  as  we  purchased  it  at. 
The  CHAiRMi^.  Was  there  any  charge  added  for  any  purpose? 
Mr.  Deane.  Do  you  mean  something  to  cover  handUng  charges, 
and  so  forth?  ^  ^^ 

The  Chairman.  Yes. 
Mr.  Deane.  No. 

The  Chairman.  How  many  ships  were  there  at  that  time,  if  you 
remember  ? 

Mr.  Deane.  I  could  not  tell  you.  This  record  will  show  when  I 
give  it  to  you. 

The  Chairman.  Now,  Mr.  Deane,  in  addition  to  turning  over  this 
yard  after  it  had  been  purchased  from  the  Seattle  Construction  Co., 
IS  it? 

Mr.  Deane.  The  Seattle  Construction  &  Drydock  Co. 

The  Chairman.  The  Seattle  Construction  &  Drydock  Co.,  were  not 
advances  made  to  Skinner  &  Eddy  for  the  purpose  of  making  very 
substantial  changes  in  the  yard,  in  linking  them  up  together,  so  the 
ways  could  be 

Mr.  Deane.  No,  sir ;  they  did  that  with  their  own  funds. 

The  Chairman.  Were  any  advances  made  to  Skinner  &  Eddy  m 
connection  with  that  transaction  growing  out  of  it? 

Mr.  Deane.  No. 

The  Chairman.  For  the  installation  of  machinery  or  the  building 
of  tracks  or  dredging? 

Mr.  Deane.  No,  sir.  We  never  advanced  Skinner  &  Eddy  a  penny 
for  plant  extension  in  that  yard.  Whatever  they  spent  they  spent 
out  of  their  own  funds. 

The  Chairman.  Dq  you  remember  of  any  advance  of  $1,500,000 
made  to  Skinner  &  Eddy,  which  was  not  on  account  of  ship  construc- 
tion ? 

Mr.  Deane.  $1,500,000  advanced  to  Skinner  &  Eddy?  I  could  not 
say  that  I  do. 

The  Chairman.  As  I  understood  you,  the  Skinner  &  Eddy  plant 
was  the  only  plant  here  in  Seattle,  or  I  think  you  said  in  the  district, 
in  whicli  you  did  not  have  a  resident  auditor? 

Mr.  Deane.  No  ;  I  have  a  resident  auditor,  but  he  is  not  permitted 
to  get  into  their  accounts  and  books  without  permission  from  the  home 
office. 

The  Chairman.  Without  permission  from  the  home  office  ? 

Mr.  Deane.  Yes. 

Tlie  Chairman.  Of  the  Fleet  Corporation? 

Mr.  Deane.  Yes. 

The  Chairman.  Well,  has  it  been  necessary  for  him  to  get  that 
permission? 
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Mr.  Deane.  I  have  not  been  able  to  get  it  yet. 
The  Chairman.  From  the  home  oflSce  ? 
Mr.  Deane.  Yes. 

Tlie  Chairman.  Has  occasion  arisen  where  you  have  asked  for  that 

permission  ? 

Mr.  Deane.  Yes.  Last  November  I  wrote  to  the  home  office  calling 
their  attention  to  the  amounts  of  money  that  we  paid  Skinner  &  Eddy 
under  contract  pavments,  and  thought  it  would  be  desirable  to  make 
an  examination  of  their  books  to  see  how  they  stood  at  that  time,  but 
I  did  not  get  permission  to. 

The  Chairman.  Is  that  the  only  time,  Mr.  Deane  ? 

Mr.  Deane.  That  is  the  only  time. 

The  Chairman.  To  whom  does  that  application  to  the  home  office 
go;  to  whom  did  you  write — what  official ? 

Mr.  Deane.  I  wrote  to  the  assistant  general  auditor. 

Tlie  Chairman.  And  was  that  Mr. 

Mr.  De^^ne.  That  was  Mr.  Strong. 

The  Chairman.  The  general  auditor  was  whom  ? 

Mr.  Deane.  The  general  auditor  was  Gordon  Wilson. 

The  Chairman.  What  purpose  does  the  resident  auditor  at  the 
Skimier  &  Eddy  plant  serve  now,  not  having  access  to  their  books? 

Mr.  Deane.  He  checks  their  freight  increases.  When  I  say  he  does 
not  have  access  to  their  books  I  mean  their  general  books  of  account- 
ing. 

Tlie  Chairman.  Yes,  sir. 

Mr.  Deane.  If  it  is  necessary  for  him  to  examine  their  voucher 
records  in  order  to  show  that  they  paid  certain  freight  bills,  in  order 
to  collect  some  of  the  freight  increase,  they  are  very  glad  to  let  him 
see  that. 

The  Chairman.  The  original  bills? 

Mr.  Deane.  Their  original  bills  or  their  cash  bills. 

Tlie  Chairman.  Yes,  sir. 

Mr.  Deane.  Overtime  is  the  same  way. 

The  Chairma]^.  Overtime? 

Mr.  Deane.  Yes,  sir;  the  same  way  with  wage  increases,  and  so 
forth.    That  is  what  the  resident  auditor  at  Skinner  &  Eddy  does. 

The  Chairman.  Mr.  Deane,  does  it  not  at  any  time  become  neces- 
sary to  check  up  the  amount  of  rejected  material  in  connection  with 
progress  payments? 

Mr.  Deane.  I  have  not  found  it  necessary, to  do  so  yet. 

The  Chairman.  Do  you  know  whether  there  are  any  claims  pend- 
ing on  account  of  the  Skinner  &  Eddy  plant  for  rejected  material 
which  is  claimed  to  have  been  erroneously  or  improperly  rejected  ? 

Mr.  Deane.  Improperly  rejected  by  our  inspectors? 

The  Chairman.  Yes,  sir. 

Mr.  Deane.  I  could  not  say. 

The  Chairman.  Do  you  know  whether  that  is  the  case  in  any  of 
the  yards  in  this  district? 

Mr.  Deane.  No. 

The  Chairman.  Lumber  or  steel? 

Mr.  Deane.  No. 

The  Chairman.  So  that,  as  far  as  your  office  is  concerned,  and  as 
far  as  your  duties  go,  you  have  no  interest  in  rejections  of  material 
and  do  not  have  occasion  to  examine  the  inspectors'  reports  ? 
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Mr.  Deane.  That  is  right. 

The  Chairman.  Who  has  direct  connection  with  these  inspectors' 
reports  that  come  in  from  day  to  day,  and  the  semimonthly  reports? 

Mr.  Deane.  The  district  manager's  oflBce. 

The  Chairman.  Do  you  know  which  official  there? 

Mr.  Deane.  I  could  not  tell  you. 

The  Chairman.  At  the  time  the  Skinner  &  Eddy  contract  was 
made  you  were  not  in  the  position  where  it  became  necessary  to  ex- 
amine their  financial  standmg  and  rating,  and  so  forth  ?  You  were 
somewhere  else,  were  you  not?  You  were  not  here  as  district 
auditor  ? 

Mr.  Deane.  No:  the  last  one  or  two  contracts  that  had  been  let 
I  think  I  was  here. 

The  Chairman.  Well,  did  you  examine  their  financial  status? 

Mr.  Deane.  No. 

The  Chairman.  Why  not? 

Mr.  Deane.  I  was  never  called  upon  to  do  so. 

The  Chairman.  Why  were  you  not  called  upon  to  do  so? 

Mr.  Deane.  I  could  not  say. 

The  Chairman.  And  contracts  were  let  without  that  examination? 

Mr.  Deane.  The  contracts  were  let  in  the  home  office. 

The  Chairman.  And  in  the  other  cases,  where  contracts  are  pend- 
ing, the  only  time  that  you  make  this  examination  is  upon  request 
or  direction  of  the  home  office? 

Mr.  Deane.  No;  we  make  a  financial  investigation  whenever 
we  think  it  necessary.  We  keep  in  touch  with  contractors'  finances 
more  or  less  all  the  time. 

The  Chairman.  During  the  progress  of  the  work? 

Mr.  Deane.  During  the  progress  of  the  work  and  see  if  he  remains 
solvent,  etc. 

The  Chairman.  Have  you  done  that  with  the  Skinner  &  Eddy 
plant  ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Have  you  thought  it  necessary  or  is  it^  because 
you  have  not  been  asked  to  do  it? 

Mr.  Deane.  No;  I  have  not  thought  it  necessary.  As  I  told  you 
last  November,  I  did  not  think  it  would  be  necessary  to  go  in  and 
account  for  the  large  sum  of  money  that  Skinner  &  Eddy  had, 
which  they  had  not  yet  spent  on  ship  construction,  and  I  aslced  the 
home  office  for  the  necessary  authority  to  go  Into  the  Skinner  &  Eddy 
books,  and,  as  I  said  before,  it  was  declined. 

The  Chairman.  Did  you  get  a  statement  from  the  home  office  re- 
fusing that  permission  or  did  you  just  send  it  in  and  never  hear  from 
them? 

Mr.  Deane.  No  ;  I  got  a  decision  in  writing  from  the  home  office. 

The  Chairman.  Wliat  was  the  effect  of  that  decision  ?  Give  us  the 
substance  of  it? 

Mr.  Deane.  I  think,  first,  I  was  given  permission  by  letter,  and 
the  day  after  the  letter  got  here  I  think  it  was  withdrawn  by  tele- 
gram. 

The  Chairman.  Did  you  in  the  meantime  advise  anybody  at  the 
Skinner  &  Eddy  plant  ? 

Mr.  Deane.  No;  but  I  had  a  man  lined  up  to  go  down  there  that 
morning. 
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The  Chaikman.  Had  you  notified  them  that  he  was  coming? 

Mr.'DEANE.  No,  sir. 

The  Chairman.  You  do  not  know  the  circumstances  under  which 
the  permission  was  withdrawn? 

iir.  Deane.  I  have  not  any  idea. 

The  Chairman.  Since  that  time,  and  by  reason  of  that  fact,  you 
have  not 

Mr.  Deane.  I  have  not  made  any  further  demand. 

Tlie  Chairman.  You  have  not  made  any  further  demand? 

Mr.  Deane,  To  go  into  the  Skinner  &  feddy's  books.  Skinner  & 
Eddy  did,  at  the  end  of  the  year,  come  up  and  discuss  with  me  their 
balance  sheet,  and  they  were  in  a  very  satisfactory  condition  at  that 
time. 

The  Chairman.  That  it,  the  balance  sheet  showed  that? 

Mr.  Deane.  The  balance  sheet  showed  that.  We  also  have  a  large 
sum  of  money  going  through  all  the  time  for  Skinner  &  Eddy^  and 
I  should  judge  that  we  probably  owe  them  $1,000,000  at  all  times. 
So  I  tried  to  keep  that  much  floating,  and  it  is  more  or  less  a  pro- 
tection for  lis,  too. 

The  Chairman.  To  have  that  3um  outstanding  ? 

Mr.  Deane.  Going  through  all  the  time. 

The  Chairman.  As  due  wiem? 

Mr.  Deane.  Yes. 

The  Chairman.  Is  there  any  other  concern  doing  business  under 
contract  with  the  Emergency  Fleet  Corporation  in  which  you  have 
asked  permission  to  examine  their  books,  and  it  has  been  withheld 
by  the  home  office? 

^Ir.  Deane.  No,  sir.  That  is  the  only  one  in  which  we  are  re- 
quired to  ask  permission  of  the  home  omce.  As  to  all  others,  well, 
we  just  walk  in  and  do  what  we  like. 

The  Chairman.  Whenever  you  please? 

Mr.  Deane.  Yes. 

The  Chairman.  The  matter  of  getting  permission  from  the  home 
office  is  something  you  receive  instructions  upon  from  the  home 
office  at  Philadelj^ia  ? 

Mr.  Deane.  It  is  a  clause  in  their  contract. 

The  Chairman.  Now,  as  to  the  Duthie  Corporation;  how  many 
requisition  ships,  if  you  know,  were  taken  over  there? 

Mr.  Deane.  I  will  have  to  get  that  for  you. 

The  Chairman.  If  you  will,  please,  Mr.  Deane;  and  can  you  give 
us  copies  of  the  contract  with  the  Skinner  &  Eddy  concern,  which 
contams  this  clause  that  you  have  referred  to  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Now,  can  you  let  us  have  copies  of  the  letter 
which  you  wrote  in  November,  asking  permission  to  examine  their 
books,  and  the  letter  and  telegram  you  received  in  reply  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  The  Duthie  Corporation  constructed  ships  upon 
the  cost  plus  fixed  fee  basis? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Do  you  know  the  amount  of  their  fee,  and  whether 
it  varied  on  different  ships  ? 

Mr.  Dbane.  No  ;  $10  a  ton. 

The  Chairman.  Were  you  consulted  in  the  fixing  of  that  sum,  or 
'Was  that  done  by  the  home  office  ? 
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Mr.  Deane.  That  was  done  by  the  home  office,  although  that  con- 
tract was  let  before  I  was  here. 

The  Chaikman.  How  did  that  compare  with  the  effect  upon  other 
cost-plus  contracts  on  steel  ships? 

Mr.  Deane.  We  have  only  one  other  cost-plus  contract  in  this 
district,  which  was  let  last  summer,  and  then  not  quite  the  same  size 
of  ship,  but  it  figures  out  just  about  the  same  thing — ^$88,000  a  ship. 

The  Chairman.  Eighty-eight  thousand  dollars  a  ship? 

Mr.  Deane.  Yes. 

The  Chairman.  Now,  do  I  understand  that  represents  all  the 
profits  of  the  builders  of  those  ships. 

Mr.  Deane.  All  the  profits  that  the  builder  himself  will  make? 

The  Chairman.  Yes. 

Mr.  Deane.  He  will  make  same  profit  on  extras  besides  that. 

The  Chairman.  How  wilU  he  make  it  on  extras? 

Mr.  Deane.  Because  they  build  these  ships  for  cost  plus  $10  per 
ton. 

The  Chairman.  Yes. 

Mr.  Deane.  If  the  specifications  are  changed,  and  he  had  to  put 
in  something  that  the  specifications  did  not  call  for,  and  he  would 
have  to  put  in  his  estimate  for  doing  that,  so  he  will  get  a  profit  on 
the  extras  besides  the  cost  plus  per  ship. 

The  Chairman.  How  do  you  keep  track  of  the  changes  and  speci- 
fications in  your  office  ? 

Mr.  Deane.  I  do  not  keep  track  of  those  until  a  voucher  is  pre- 
sented. When  the  district  manager  authorizes  an  extra  I  get  a  copy 
of  his  authorization,  and  when  the  voucher  is  presented  calling  lor 
the  payment  of  that  extra  I  check  it  up  with  my  copy  and  I  prove 
the  estimates,  and  if  it  matches,  I  pay  it. 

The  Chairman.  The  district  manager  has  authority  to  order 
extras  ? 

Mr.  Deane.  I  do  not  think  he  has  authority  to  order  them,  but 
he  has  authority  to  approve  the  prices  for  tnem  after  they  have 
been  ordered  by  the  home  ofiice. 

The  Chairman.  They  are  only  ordered  by  the  home  office? 

Mr.  Deane.  That  is  my  understanding. 

The  Chairman.  I  do  not  know  whether  you  know  about  this,  but 
do  you  know  of  any  extras  having  been  ordered  by  the  home  office 
where  they  have  not  been  recommended  by  the  district  manager,  or 
where,  on  the  other  hand,  the  district  manager  has  declined  to  rec- 
ommend them  ? 

Mr.  Deane.  Do  you  mean  the  ordering  of  the  physical  work  done, 
or  the  agreement  on  the  price  of  the  work  after  it  is  done? 

The  Chairman.  I  mean  his  contract  for  ships,  specifications,  com- 
plete, and  everything? 

Mr.  Deane.  Yes. 

The  Chairman.  Somebody  says  that  these  specifications  ought  to 
be  changed,  and  some  extra  work  ought  to  be  done,  and  the  plans 
ought  to  be  altered;  that  is  never  done  until  ordered  by  the  nome 
office? 

Mr.  Deane.  That  is  my  understanding. 

The  Chairman.  Though  it  may  call  for  extra  material.  Now, 
before  the  home  office  does  it,  is  it  not  submitted  to  the  district  man- 
ager for  his  approval  or  disapproval? 


SHIPPING  BOARD  OPERATIONS.  137 

Mr.  Deane.  Not  always. 

The  Chairman.  Not  always? 

lUr.  Deane.  No.  Take  a  standard  ship,  8,800-ton  ship,  or  a  stand- 
ard TjSOO-ton  ship,  it  might  be  worked  out  in  the  home  office  that 
some  change  in  tne  specifications  ought  to  be  made  from  their  ex- 
perience in  some  other  district.  If  that  proved  beneficial,  in  all 
probability  there  would  be  an  order  issued  broadcast  affecting  all 
ships  of  that  type  of  construction  throughout  the  country. 

The  Chairman.  So  that  changes  in  the  specifications  calling  for 
extras  would  probably  affect  all  yards  building  that  type  of  ship? 

Mr.  Deane.  Yes. 

The  Chairman.  Now,  have  there  been  cases  where  specifications 
have  been  altered  for  simply  one  ship  or  two  ships,  and  those  specifi- 
cation^  were  changed  practically  over  the  protest  of  the  district 
manager? 

Air.  Deane.  I  am  not  familiar  with  any  such  cases.  There  are 
ships  on  which  certain  work  will  be  done  that  will  not  be  done  on 
others — for  instance,  on  some  of  these  wooden  ships.  Each  wooden 
ship  is  almost  a  different  proposition  by  the  time  it  gets  the  ma- 
chinery installed,  and  I  do  not  suppose  that  there  would  be  any  good 
inile  to  go  by  on  that. 

The  Chairman.  Wc  have  asked  for  some  further  information  with 
reference  to  the  Sloan  yards,  outside  of  this? 

Mr.  Deane.  Yes;  I  am  getting  that  up  for  you. 

The  Chahiman.  That  is  all  I  have  now.  Mr.  Kelley  and  the 
other  members  may  have  some  questions. 

Mr.  Keluey.  Mr.  Deane,  let  m6  ask  you 

Mr.  Foster.  Before  you  start,  Mr.  Kelley,  may  I  ask  one  question 
right  there  ? 

Mr.  KEUiEY.  Certainly. 

Mr.  Foster.  Do  you  have  any  records  which  would  show  the 
amount  of  extras  on  the  various  ships  in  this  district.  Do  you  carry 
a  column  in  one  place  opposit^^each  ship  showing  the  amount  of 
extras! 

Mr.  Deane.  Yes. 

Mr.  Foster.  I  wonder  if  it  would  be  too  much  trouble  to  get  that, 
Mr.  Chairman? 

The  Chairman.  I  suppose  that  could  be  compiled,  could  it  not, 

Mr.  Deane? 

Mr.  Deane.  I  have  a  column  in  my  ledger  which  shows  construc- 
tion extras,  wage  increases,  and  everything  in  one  column,  all  pay- 
ments outside  of  the  contract  price. 

(The  information  requested  of  witness  and  later  submitted  by  him 

is -as  follows:) 

United  States  Shipping  Boabd, 

Emergency  Fleet  Corporation, 
Seattle,  Wash,,  September  5,  1919. 
Hon.  J.  J.  Waush, 

Chairman  Select  Congressional 

Investigating  Committee  on  Shipbuilding,  Portland,  Oreg. 

Dkah  Sib:  In  accordance  with  your  request  I  am  transmitting  herewith  the 
following : 

1  Statement  of  extras  paid  to  steel-ship  contractors,  embracing  construction 
eitras  and  Increased  costs  due  to  the  rulings  of  the  Shipbuildings  Labor  Ad- 
Instment  Board. 
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2.  Statement  of  extras  paid  to  wood-ship  contractors,  embracing  construc- 
tion extras  and  inci'eased  costs  due  to  the  rulings  of  the  Shipbuilding  Ijibor 
Adjustment  Board. 

3.  Detailed  statement  of  extras  paid  to  the  Grays  Harbor  Motorship  Corpora- 
tion.. 

The  amounts  shown  as  paid  to  the  Seattle  Construction  &  Dry  Doclc  Co.  for 
extras  have  been  credited  to  their  account  but  will  be  reduced  in  the  sum  of 
approximately  $210,000,  due  to  a  revision  of  claims  for  wage  increases  now 
being  made. 

Yours,  very  truly,  G.  O.  Dea:^e, 

District  Comptroller, 

Wood  ships — Ej-tras  paid  to  contractor  over  and  above  Cfmtract  {exclusive  of 
Grays  Harbor  Motorship  Corporation)  to  Aug.  25,  1919. 


1228 Alien  SbipbnUdiiig  Co.,  contract  103  W.  H '  138,455.10 


483.. 
1235. 
1236. 
2686. 


442. 


443.. 
051.. 
«52.. 
053.. 
054.. 
2525. 
2S26. 
2527. 
2528. 
2687. 


465.. 
466.. 
467.. 
468.. 
2139. 
2140. 

473.. 
474.. 
475.. 
476.. 
477.. 
478.. 
479.. 
480.. 
2135. 
2136. 
2198. 
2199. 
2200. 


544. 

545.. 

546.. 

2221. 

2222. 

2223. 

2224. 


Babare  Bros.,  contract  106  and  484  W.  H. 

....do 

i do 

....do 


65,376.18 
62,264.70 
52,79&47 
20,487.81 


Grays  Harbor  Motorship  Ck>rporation,  contract  148  and  468  W.  H.^ . 
Meacham  &  Babcock  Snipbnilding 


W.  H. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


Co.,  contract  69,  143,  335,  485 


37,338.36 
30,146.92 
45,648.68 
38,340.98 
37,022.69 
36,577.57 
26.809.36 
2?,  08a  20 
17,»\5.57 
14,568.63 
5,919.91 


Nilson  Si  Ketez  Shipbuilding  Corporation,  contracts  74  and  341 AV.  H . 

.do : 


.do. 
.do. 
.do. 
.do. 


76,092.24 
77,298.71 
87,198.33 
84,103.35 
52,982.14 
53,091.70 


Seaborn  Shipyards  Co.,  contracts  76  and  328  W.  H 75,312 

do 7S,47r» 

do I  84,028 

do ;  *w,^52 

do 87,244 

do 91,957 

do 98,[J52 

do 94,775 

do 44,491 

do '  .-.1,3S(» 

do I  35,2Ji(1 

.do I  28.529 


.do. 


643 Tacoma  Shipbuilding  Co.,  contract  85  W.  H , 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


19,05(), 


84,910. 
88,239 
89, 4S1 , 
85,657, 
45,549, 
44,389. 
43,523 
.^8,902, 


.82 
3'-. 
31 
48 
70 
S3 
37 
99 
9ti 

9.T 

80  I 

23   : 

14  I 

i 

—  I 
02  ' 


32 

36  ' 

17  ^ 

82  j 
10  I 
84 
09 


490 Wrieht  Shipyards,  contracts  82,  209.  329  W.  If 3S,f.46.o3 

491 do 48,029.99 

do 29,154.24 

do 25,484.79 

do 20,914.70 

do 18,380.89 

do 15,261.78 


491 

1363. 

1364. 

2089. 

2090. 

2315. 


t38,45S.iO 


200,0M.16 


312,41&g7 


430,760.47 


877,031.04 


520,658.72 


106,873.01 


1  Detafled  statement  to  follow. 
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steel  ship9 — Extras  paid  to  contractors  over  and  above  contracts.  District  No. 

8,  to  Aug.  25, 1919. 


naUNo. 


7KI. 

tea. 

1QS3. 
«54. 
%S!>. 
KK6. 
1^7- 
1058. 
MO. 
7X1. 
VQ. 
1»3. 

1471. 
1473. 
1473. 
1474. 

1475. 
1475. 
1477. 
]47». 
1439. 
1480. 
1902. 


1S04. 

am. 


UK.. 
US.. 
107.. 
108.. 
MO.. 
110.. 
Ul.. 
112.. 
113.. 
114.. 


740. 
7S0. 

la. 

7S8. 

ra. 

154. 
755. 
756. 
757. 
7». 


17. 


1175.. 

im.. 

1177.. 

1178.. 

1179.. 

U».. 

1181.. 

tl82. 

tlS3. 

IIM. 

1185. 

U86. 

11S7. 

1188. 

17a. 

17S2. 
17». 
17M. 

1735. 
1136. 
1737. 

1738. 


Contractor. 


Ames  Shipbuilding  &  Drjdock  Co. 

— do 

....do 


.do. 
-do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


J.  F.  Dathie&Co. 
do 


.do. 
.do. 
.do. 
.do. 
-do. 
.do. 
.do. 
.do. 
.do. 
-do. 
.do. 
.do. 
.do. 


Seattle  Construction  &  Dry  Dock  Co . 
do 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
..do. 
.do. 


Seattle  North  Padflc  Shipbuilding  Co . 
do 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


Skinner  &  Eddy  Corporation . 
do 


«... 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


Amount. 


121,881.50 

17,664.61 

17,544.36 

15,870.35 

15,303.87 

16,371.32 

15,777.75 

15,011.85 

10,434.20 

2,179.21 

1,843.97 

369.10 

354.96 


142,358.24 
135,873.39 
93,755.51 
80,439.93 
62,201.08 
50,987.37 
45,852.24 
46,161.77 
43,381.84 
41,189.77 
38,196.37 
35,873.08 
11,341.19 
11,938.94 
7,876.70 


287,974.14 
124,856.64 
472,478.28 
351,202.48 
325,740.20 
253,776.98 
318,850.87 
282,419.90 
247,416.76 
305,821.19 


U0,697.51 
112,074.96 
95,605.96 
86,962.38 
75,367.07 
41,416.74 
34,759.14 
31,641.26 
27,096.78 
24,940.98 


50,436.26 
50,770.70 
48,947.21 
62,897.58 
34,630.58 
24,416.61 
7,615.56 
7,466.39 
29,974.02 
30,160.55 
33,649.07 
39,403.93 
52,893.11 
77,198.59 
82,537.14 
88,847.14 
89, 797. 62 
102,432.22 
110,163.02 
88,498.66 
92,609.28 
105,960.64 
78,232.47 
94,187.91 
94,894.12 
78,978.66 
77,218.99 
81,217.71 


Total. 


$150,607.05 


847,427.42 


2,970,537.44 


040,662.78 
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Steel  ships — Extras  paid  to  contractors  over  and  above  contrartit.  District  No. 

8,  to  Aug.  25,  1919 — Continued. 


Hun  No. 


1739. 
1740. 
1741. 
1742. 
1743. 
1744. 
1745. 
1925. 
1926. 
1927. 
1928. 
1929. 
1930. 
1931. 
1932. 
1933. 
1934. 
1935. 
1936. 
1937. 
1938. 
1939. 
1940. 
1941. 
1942. 
1943. 
1944. 
1945. 
1946. 


Contractor. 


Amount. 


ShJimer  &  Eddy  Corporation, 
.do : 


.do. 
.do. 
.do. 
.do. 
.do. 


$81,792.57 
n,  068. 61 
70,512.81 
14,809.04 
14,89&81 
12,624.36 
14,662.95 

.do \..\\..\]]\]l\.\[.] I    68,123.57 

.do 68,666.72 

.do 82,65a41 

.do 86,665.91 

.do 106,528.68 

.do 120,925.39 

.do , 83,759.57 


.do i  94,680.42 

.do 75,7ia81 

.do 48,092.06 

.do 42,488.22 

.do 42,666.70 

.do 43,212.54 

.do....^ I  42,814.68 

.do '  42,542.70 

.do 42,499.15 

.do 42,573.35 

.do !  14,949.81 

do , !  10,087.81 

do 9,678.30 


.do. 
.do. 


335.20 
198.04 


Grand  total. 


Total. 


S3, 252, 146.02 


7^861,37an 
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The  Chairman.  In  other  words,  a  column  which  would  show  in 
the  different  yards  the  extras  as  you  went  along. 

Mr.  Deane.  Yes. 

Mr.  Hadley.  You  mean  as  applied  to  each  ship? 

Mr.  Foster.  Yes ;  in  other  words,  if  Skinner  &  Eddy  turned  out  40 
ships,  you  would  have  the  amount  of  extras  for  each  one? 

Mr.  Deane.  Yes. 

The  Chairman.  I  have  one  further  question  I  forgot  to  ask  you, 
with  reference  to  that  lumber  contract  which  Sloan  had  with  the  Wis- 
ccmsin  Timber  Co.,  and  which  you  said  was  at  $30  a  thousand  when 
the  new  contract  was  made.  Was  it  at  that  price  or  was  it  at  an 
advance  ? 

Mr.  Deane.  No;  my  recollection  of  that  is  that  Mr.  Kuntze,  of 
the  Wisconsin  Timber  Co.,  filed  notice  of  forfeiture  of  that  contract, 
and  declined  to  ship  any  more  lumber  at  $30  a  thousand. 

The  Chairman.  What  was  the  new  contract  made  at? 

Mr.  Deane.  There  was  no  new  contract  made.  From  time  to  time 
orders  were  placed  with  the  Wisconsin  Timber  Co.  at  the  market 
price,  but  there  was  no  new  contract  made. 

The  Chairman.  Of  course,  the  market  price  had  advanced  above 
,  ^  a  thousand  ? 

Mr.  Deane.  The  market  price  had  advanced  to  about  $40  a  thou- 
sand. 

The  CnAiRMAN.  Is  that  the  Mr.  Kuntze,  the  gentleman  who  is  over 
at  Olympia  now  ? 

Mr.  Deane.  No,  sir;  this  is  another  gentleman;  this  is  Mr.  Kuntze, 
of  the  Wisconsin  Timber  Co. 

The  Chairman.  That  is  all. 

Mr-  Kellet.  When  the  home  office  concludes  to  change  the  speci- 
fications of  the  ship,  making  it  general  wherever  that  type  of  ship 
fe  being  constructed,  is  the  allowance  for  extras  also  determined  at 
the  home  office,  so  as  to  make  it  uniform  throughout  the  district? 

Mr.  Deane.  No,  sir;  the  allowance  to  be  made  for  that  extra  is  left 
up  to  the  district  manager. 

Mr.  Kelley.  So  that  the  contractor's  bill  in  the  different  districts 
for  extras  might  be  allowed  in  largely  different  sums  ? 

Mr.  Deane.  Yes, 

Mr.  Kelley.  For  making  those  changes  ? 

Mr.  Deane.  Yes. 

Mr.  Keuley.  Do  you  think  that  was  a  good  way  to  do  that,  Mr. 
Deane? 

Mr.  Deane.  Yes;  because  the  contract  price  on  the  ships  in  the 
first  case,  I  understand,  varies  very  widely  in  the  different  districts. 
Wood  ships  here — complete  wood  ships — cost  just  about  as  much  as  a 
wood  hull  would  cost  on  the  east  coast. 

Mr.  Kelley.  When  the  contractor  puts  in  his  voucher,  I  suppose 
that  is  the  procedure? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  For  extras,  who  first  approves  the  voucher,  the  in- 
spector in  the  yard  ? 

Mr.  Deane.  The  inspector  certifies  that  the  work  has  been  done. 

Mr.  Kelley.  And  tnen  who  approves  it  as  to  the  reasonableness 
of  the  amount? 
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Mr.  Dbane.  That  has  already  been  approved  by  the  district  man- 
ager. 

Mr.  Kelley.  Before  the  work  is  undertaken? 

Mr.  Deane.  I  had  better  take  that  back.  In  a  great  many  cases 
throughout  this  construction  program  he  approves  of  what  has  been 
done  after  the  work  has  been  completed. 

Mr.  Kelley.  By  whom. 

Mr.  Deane.  By  the  district  manager ;  but,  in  any  event,  before  the 
bill  for  extras  is  paid,  the  district  manager  has  to  approve  of  it. 

Mr.  Foster.  It  does  not  have  to  go  back  to  Philadelphia  at  all? 

Mr.  Deani3.  No,  sir;  it  merely  goes  back  to  Philadelphia  for  their 
records ;  a  copy  of  it. 

,     Mr.  Kelley.  But  you  have  kept  the  voucher  after  it  has  been  ap- 
l proved  by  the  district  manager  for  the  extra? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Whatever  it  is  ? 

Mr.  Deane.  That  is,  if  it  is  a  lump  sum  for  the  extra.  If  it  is  for 
time  and  material,  if  that  is  the  way  the  extra  is  worded,  then  I  order 
the  girls  to  see  that  the  time  and  material  are  put  in. 

Mr.  Kelley.  If  there  is  a  controversy  about  the  reasonableness  of 
the  charge,  where  does  it  go  ? 

Mr.  Deane.  A  dispute  between  the  district  manager  and  the  ship- 
builder? 

Mr.  Kelley.  Yes. 

Mr.  Deane.  It  would  go  to  the  home  office ;  the  ship  construction 
office. 

Mr.  Kelley.  Have  you  had  much  trouble  of  that  kind  in  this  dis- 
trict. 

Mr.  Deane.  I  think  the  district  manger  could  probably  answer 
that  better  than  I  could. 

Mr.  Kelley.  Wouid  you  not  know? 

Mr.  Deane.  No. 

Mr.  Kelley.  The  voucher  would  not  come  to  you  imtil  it  was 
signed  by  somebody. 

IVIr.  Deane.  That  is  the  idea. 

Mr.  Kelley.  But  as  a  matter  of  general  office  information,  do  you 
know  whether  there  has  been  much  controversy  in  the  matter  of 
extras? 

Mr.  Deane.  Yes;  I  think  there  is  a  considerable  quantity  of  un- 
finished business  back  in  the  home  office. 

Mr.  Kelley.  XTnfinished  business? 

Mr.  Deane.  Yes;  relating  to  extras. 

Mr.  Kelley.  That  is  passing  upon  the  reasonableness  of  a  charge 
for  extras,  the  district  manager  relies  somewhat  upon  the  advice  of 
capable  people  about  the  dej^artment^ 

Mr.  Deane.  I  think  so,  yes ;  he  has  his  estimates. 

Mr.  Kelley.  It  is  not  necessary  that  the  district  manager  be  a 
skilled  shipbuilder  to  do  this,  is  it  ? 

Mr.  Dean5.  No. 

Mr.  Kelley.  Upon  whom  would  he  rely  in  this  district  for  advice 
as  to  the  reasonableness  of  a  charge  for  extras  ? 

Mr.  Deane*' Well,  the  district  manager  in  this  district  happens  to 
be  a  qualified  shipbuilder  himself. 
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Mr.  Kelley.  You  are  speaking  of  Mr.  Frick? 

Mr.  Deane.  I  am  speaking  of  mr.  Frick. 

Mr.  Kellet.  How  about  his  predecessors? 

Mr.  Deane.  Capt.  Blain  had  as  his  assistant  in  charge  of  steel-ship 
construction  Mr.  Callis,  who  is  now  assistant  district  manager.  He 
is  a  qualified  shipbuilder,  too. 

Mr.  Kelley.  Did  Mr.  Callis  supply  the  necessary  technical  in- 
formation to  Mr.  Blain  to  pass  upon  the  reasonableness  of  these 
I  charges,  or  was  Mr.  Blain  himself  capable  to  do  that  thing?  I  mean, 
now,  from  your  knowledge  and  experience. 

Mr.  Deane.  I  should  judge  that  Capt.  Blain  called  on  Mr.  Callis 
I   for  all  of  the  technical  advice  that  he  needed. 

Mr.  Keiuby.  Were  there  a  large  number  of  vouchers  on  all  of 
these  ships? 

Mr.  Deane.  Yes;  quite  a  few  extras. 

Mr.  Kelley.  Woula  it  require  the  services  of  a  good  many  people, 
quite  a  good  many  people,  skilled  people,  to  determine  the  reason- 
ableness of  the  charges? 

Mr.  Deane.  Yes. 

Mr.  ICelley.  And  was  there  such  a  force  as  that  in  connection 
with  the  office? 

Mr.  Deane.  There  was  a  force  up  there  to  determine  on  the  rea- 
sonableness of  these  extras;  how  large  a  force  I  could  not  say. 

Mr.  Ejelley.  From  your  examination  of  the  vouchers,  %sls  the 
same  charge  practically  allowed  for  different  constructors  for  the 
same  change? 

Mr.  Deane.  Approximately  the  same;  yes. 

Mr.  Kelley.  There  was  some  variation. 

Mr.  Deane.  Yes. 

Mr.  Kelley.  How  much  did  you  pay  for  the  Seattle  Construction 
Co.  property? 

Mr.  Deane.  $4£00,000. 

Mr.  Kelley.  What  part  of  that  had  been  advanced  before  the 
purchase?  • 

Mr.  Deane.  None  of  it. 

Mr.  Kelley.  You  paid  that  in  cash? 

Mr.  Deane.  No;  we  paid  $1,300,000  in  cash,  and  assumed  two 
mortgac^es  for  the  balance. 

Mr.  Kh-ley.  Who  held  the  mortgages? 

Mr.  Deane.  There  are  two  outstanding  bond  issues;  the  Seattle 
National  Bank  is  the  trustee  under  one,  and  the  Guaranty  Trust  Co. 
of  New  York  is  the  trustee  under  the  other. 

Mr.  Kelley.  In  your  experience  in  this  district,  do  you  recall  any 
other  purchase  of  this  land  of  property  from  one  concern  and  im- 
mediately selling  it  to  another? 

Mr.  Deane.  No,  sir ;  that  is  the  only  one  I  know  of. 

Mr.  Kelley.  What  was  the  special  reason  for  doing  that  in  this 
case? 

Mr.  Deane.  I  am  not  familiar  with  the  reasons.  At  the  time  I 
was  not  here. 

Mr.  Ejblley.  That  was  really  one  transaction,  was  it  not? 

Mr.  Deane.  No.  We  purchased  it  from  the  Seattle  Construction 
Co.,  and  sold  it  to  Skinner  &  Eddy  on  the  same  day. 

177068— 20— PT 1 10 
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Mr.  Kellet.  You  probably  knew  that  you  were  going  to  sell  it 
before  you  bought  it,  or  you  would  not  have  bought  it  ? 

Mr.  Deane.  We  must  have. 

Mr.  Kelley.  Why  did  you  not  just  comniandeer  it,  and  settle  up 
with  the  Seattle  Construction  Co.  at  the  end  of  the  war  ? 

Mr.  Deane.  I  don't  know. 

Mr.  Kelley.  That  would, have  been  another  way  to  do  it,  would 
it  not? 

Mr.  Deane.  It  would  have  been  one  way. 

Mr.  Kelley.  Now,  you  paid  cash  for  it,  and  sold  it  to  Skinner  & 
Eddy  on  time? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  They  were  to  pay  for  it  by  allowing  you  to  deduct 
"^5175,000  from  the  contract  price? 
I    Mr.  Deane.  $125,000. 

Mr.  Kelley.  $125,000  of  the  contract  price  on  each  ship? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Was  that  regarded  as  the  profit  they  were  making 
on  a  ship? 

Mr.  Deane.  I  could  not  say.  I  am  not  sure.  This  agreement  was 
)nade  in  the  home  office,  framed  up  in  the  home  office,  as  far  as  I 
know. 

Mr.  Kelley.  How  many  ships  would  have  to  be  built  to  pay 
for  it?* 

Mr.  Deane.  I  will  have  to  figure  that  up.    It  would  be  32  ships. 

Mr.  Kelley.  When  was  this  sale  made. 

Mr.  Deane.  May  11,  1918. 

Mr.  Kelley.  How  many  ships  have  they  built  and  turned  over  to 
the  Government  since? 

Mr.  Deane.  I  will  have  to  look  up  my  records,  but  a  considerable 
number. 

Mr.  Kelley.  Enough  to  pay  for  it? 

Mr.  Deane.  No.  This  contract  provided  that  only  on  ships  built 
at  that  yard  should  they  pay  $125,000  in  the  way  of  rental — ^not  on 
all  ships  built. 

Mr.  Kelley.  Not  on  those  built  in  the  original  yard  of  Skinner  & 
Eddy? 

Mr.  Deane.  Yes,  sir ;  that  is  right. 

Mr.  Kelley.  But  just  on  ships  built  in  this  yard,  and  turned  over. 

Mr.  Deane.  That  is  right. 

Mr.  Kelley.  What  provision  was  there  in  the  contract  as  to  pay- 
ment for  the  yard  in  event  of  the  cancellation  of  contracts? 

Mr.  Deane.  None. 

Mr.  Kelley.  How  much  is  due  on  the  yard  now  ? 

Mr.  Deane.  About  $3,400,000. 

Mr.  Kelley.  Then  they  have  paid  so  far  only  $600,000  ? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Tlien  the  Government  practically  owns  that  yard? 

Mr.  Deane.  Yes;  they  were  given  a  contract  at  the  time  this  yard 
was  taken  over  which  would  have  enabled  them  to  have  brought 
the  unpaid  balance  on  that  yard  down  to  very  reasonable  propor- 
tions, 24  ships  out  of  that  contract  were  canceled,  so  that  the  nnal 
payment  on  this  yard  is  all  woven  up  with  the  settlement  of  this  can- 
cellation, and  we  can  not  make  verv  much  headwav  in  the  district 
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office.  It  is  more  an  affair  for  the  home  office  to  settle ;  it  has  too  many 
ramifications. 

Mr.  Kelubt.  So  that  Skinner  &  Eddy  really  owes  you  for  money 
actually  advanced,  $8,400,000,  to  say  nothing  about  ibhe  money  ad- 
vanced for  shipa 

Mr.  Deane.  For  the  plant? 

Mr.  Keluby.  For  the  plant. 

Mr.  Deane.  The  title  to  the  plant  is  in  us. 

Mr.  Kelusy.  I  know,  but  I  am  asking  you  if  that  is  correct? 

Mr.  Deane.  Xo  ;  I  would  not  put  it  quite  that  way ;  this  contract 
provides  that  Skinner  &  Eddy  shall  pay  as  rental  $125,000  per  boat, 
and  that  rental  shall  apply  on  the  purchase  price. 

Mr.  Kjelley.  Of  course,  that  is  tied  up,  as  you  say,  in  the  other  end 
of  tlie  contract,  too. 

Mr.  Deane.  Oh,  yes. 

Mr.  Kelley.  Which  involves  this  huge  cancellation  ? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  The  Government  can  not  insist  upon  Skinner  & 
Eddy's  end  pf  the  contract  unless  it  is  willing  to  go  ahead  on  its  end? 

Mr.  Deane.  Yes. 

Mr.  Kelley*  So  that  as  the  matter  stands  right  now,  we  have  put 
$3,400,000  into  the  yard  and  took  the  chance  whatever  there  was? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kellef.  And  they  owe  us  that  amount  now,  subject  to  any 
deductions  or  reductions  for  damages  as  the  result  of  the  cancella- 
tion of  the  contracts? 

Mr.  Deane.  I  would  not  consider  that  Skinner  &  Eddy  owed  us 
$3,400,000. 

Mr.  Kelley.  Why  not,  subject  to  deductions  for  cancellations? 

Mr.  Deane.  No  ;  subject  to  no  deductions  at  all. 

Mr.  Kelley.  Why  not? 

Mr.  Deane.  Because  they  have  paid  the  rental  on  a  certain  number 
of  ships ;  there  is  an  unpaid  rental  that  is  not  yet  settled ;  it  is  woven 
np  with  this  cancellation  business,  and  is  included  in  this  $3,400,000 
we  have  been  speaking  about;  but  I  think  this  agreement  gives  Skin- 
ner &  Eddy  the  option  of  buying  the  plant ;  I  don't  think  they  have 
to  buy  it. 

Mr;  Kelley.  It  gives  them  the  option  of  buying  it? 

Mr.  Deane.  Yes;  I  am  not  sure  how  that  does  read,  but  I  would 
not  consider  that  they  owed  us  any  $3,400,000. 

Mr.  Kelley.  How  much  would  the  Government  get  for  that  yard? 
Probably,  you  would  not  be  entitled  to  answer  that  question;  but 
suppose  they  wanted  to  sell  that  yard,  how  much  could  they  get 
for  it? 

Mr.  Deane.  I  have  not  any  idea. 

Mr.  B^ELLEY.  Have  you  had  any  offers  from  Skinner  &  Eddy  for 
the  yard? 

Mr.  Deane.  No ;  not  that  I  know  of. 

Mr.  Kellet.  Were  there  other  people  to  whom  it  could  have 
been  sold? 

Mr.  Deane.  Not  as  conveniently. 

Mr.  Kelley.  At  the  time  you  bought  it? 

Mr.  Deane.  Not  as  conveniently.  Skinner  &  Eddy  had  made  a 
very  good  record  in  building  ships,  and  the  Seattle  Construction  Co., 
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right  alongside  of  them,  were  making  a  very  poor  record  in  building 
ships ;  SQ  tne  transfer  of  that  plant  to  Skinner  &  Eddy,  even  though 
we  do  not  get  that  $3,400,000  back,  but  we  were  left  with  the  plant 
on  our  hands,  that  expenditure  was  fully  justified  from  the  progress 
they  were  making  in  ship  construction.     ' 

Mr.  Kelley.  Skinner  &  Eddy  were  not  in  position  to  buy  it  them- 
selves, were  they? 

Mr.  Deane.  lo  put  up  the  money  for  it? 

Mr.  Kelley.  Or  make  any  arrangement  for  it? 

Mr.  Deane.  No;  from  what  Skinner  &  Eddy  have  told  me,  they 
would  not  have  gone  into  it  had  the  Fleet  Corporation  not  used  their 
influence  to  get  them  into  it. 

Mr.  Kelley.  How  much  did  you  say  Skinner  &  Eddy  pays  the 
Government  per  ship  for  the  rental  of  the  yard. 

Mr.  Deane.  $125,000. 

Mr.  Kellef.  And  before  they  made  that  agi'eement  to  pay  the 
Government  $125,000  per  ship,  they  had  the  contracts,  of  course,  for 
the  ships? 

Mr.  Deane.  I  think  the  contracts  were  let  just  about  the  same  timCw 

Mr.  Kelley.  It  probably  was  all  one  transaction? 

Mr.  Deane.  All  in  one  deal;  yes. 

Mr.  Kelley.  Who  has  the  contract,  where  is  the  contract  for  the 
sale  of  this  property  to  Skinner  &  Eddy? 

Mr.  Deane.  The  original  contract  is  in  the  home  office. 

Mr.  Kelley.  Have  you  a  copy  of  it  here  ? 

Mr.  Deane.  I  can  get  you  a  copy,  if  you  want  it. 

Mr.  Kelley.  You  have  a  copy  of  it  here? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  Are  tliere  any  other  advances  or  transactions  amount- 
ing to  advances  like  this  made  to  Skinner  &  Eddy,  which  you  know 
anything  about? 

Mr.  Deane.  No,  sir. 

Mr.  Kelley.  All  other  payments  to  Skinner  &  Eddy  are  on  ac- 
count, and  it  was  only  when  vouchers  were  presented  that  the  work 
has  been  done. 

Mr.  Deane.  That  is  right. 

Mr.  Kelley.  Except  in  those  cases  where  you  bought  the  steel  and 
lumbei*,  if  any,  in  advance,  and  billed  it  over  to  them? 

Mr.  Deane.  Yes.  But  that  even  applies  as  a  progress  pkyment 
against  the  ship  ?  ^ 

Mr.  Kelley.  The  ship  need  hot  be  laid  down,  of  course,  to  have  a 
progress  payment. 

Mr.  Deane.  That  is  right. 

Mr.  Kelley.  Material  requires  money  as  well  as  labor? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Have  vou  the  figures,  so  that  you  can  get  them  rather 
easily,  as  to  how  mucii  material,  either  steel  or  lumber  that  the  Fleet 
Corporation  has  purchased  for  (Skinner  &  Eddy,  and  which  will  not 
be  required  for  any  of  the  ships  that  they  will  complete? 

Mr.  Deane.  We  have  not  bought  any  steel  for  them  since  the  first 
contract  we  went  into;  the  10  ship  contract,  which  was  cleaned  up 
early  in  1918. 

Mr.  Kelley.  So  that  there  is  no  material  account! 

I 
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Mr.  I>EANE.  No. 

Mr.  Kellet.  To  the  credit  of  the  corporation  as  against  Skinner 
t  Eddy  at  the  present  time? 

Mr.  Deane.  No;  just  small  items,  which  we  supplied,  if  we  did 
sell  them'a  little  stuff,  but  there  is  no  means  of  telling  what  it  might 
be.  If  they  could  buy  something  through  our  purchasing  depart- 
ment in  Philaddphia  cheaper  than  they  could  out  it  in  the  open 
market  they  would  call  upon  us  to  ge^t  it  for  them. 

Mr.  Keixet.  Then  the  only  adjustment  that  will  have  to  be  made 
will  be  for  this  yard  and  the  canceled  ships  of  Skinner  &  Eddy,  as 
far  as  you  know  ? 

Mr.  Deane.  That  is  about  all. 

Mr.  Kellet.  When  you  sent  your  auditor  down  there  the  next 
morning,  after  you  got  your  letter  authorizing  an  examination  of 
their  books,^who  refused  you  permission? 

Mr.  Deane.  He  did  not  get  as  far  as  that.  I  just  had  him  in  my 
office,  ready  to  give  him  some  instructions,  when  this  telegram  came 
in,  and  I  never  sent  him. 

Mr.  Kelley.  Had  you  notified  Skinner  &  Eddy  that  your  auditor 
was  going  to  be  there?  . 

Mr.  Deane.  No. 

Mr.  Kellet.  How  did  they  know  he  was  coming? 

Mr.  Deane.  I  am  sure  I  do  not  know. 

Mr.  Kelley.  Did  you  tell  the  district  manager  that  you  had  asked 
for  authority  to  examine  the  books  of  Skinner  &  Eddy  ? 

Mr.  Deane.  No,  sir ;  I  did  not  tell  anybody.  Well,  I  told  my  dis- 
trict auditor  in  here ;  he  knew. 

Mr.  Kelley.  Did  you  have  any  conversation  with  the  district 
manager  about  it? 

Mr.  Deane.  No  ;  none  at  all. 

Mr.  Kelley.  About  the  matter  of  examining  the  books  of  Skinner 
4  Eddv  I    Did  you  never  take  that  up  with  the  district  manjiger 

Mr.  bfiANE.  No. 

ilr.  Kelley.  It  seems  rather  odd  that  you  did  not  do  that? 

Mr.  Deane.  With  the  district  manager? 

Mr.  Kelley.  Yes. 

Mr.  Deane.  Well,  we  have  always  been  more  or  less  jealous  of  our 
little  prerogatives  around  here.  I  considered  myself  more  or  less 
supreme,  as  far  as  that  work  was  concerned,  and  I  did  not  ask  any- 
body's advice,  except  in  this  particular  instance,  where  I  had  to  get 
the  home  office  authority. 

Mr.  Kelley.  Did  he  ever  venture  the  opinion  that  Skinner  &  Eddy 
were  in  such  fine  financial  condition  that  it  was  not  necessary  to  have 
any  audit  ? 

Mr.  Deane.  No,  no ;  he  never  gave  me  any  advice  one  way  or  the 
ither, 

Mr.  Kelley.  Did  the  assistant  district  manager? 

Mr.  Deane.  No. 

Mr.  Kelley.  Just  why  at  that  time  did  you  think  it  was  a  good 
idea  to  have  an  examination  ? 

Mr.  Deane.  The  copy  of  the  letter  I  am  going  to  bring  to  you 
mil  show  you  that. 

Mr.  Kelley.  It  will  show  your  reasons? 
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Mr.  Deane.  Yes. 

Mr.  Keluey.  That  is  all  I  want. 

Mr.  ("osTER.  You  are  not  under  the  district  manager  in  any  way 
here  at  all,  are  you? 

Mr.  Deane.  No,  sir. 

Mr.  Foster.  None  of  your  reports  are  ever  made  to  him? 

Mr.  Deane.  No  ;  but  very  often  I  send  him  a  copy  of  my  report, 
or  if  he  wants  some  specific  thing  we  ^et  it  for  him. 

Mr.  Kelx.et.  Just  one  other  question:  I  understand  you  to  say 
that  the  Sloan  Shipyards  Corporation,  while  Philip  Sloan  was  man- 
ager, advanced  $20,000  to  the  Premier  Engine  Co.,  and  upon  exami- 
nation you  found  tnat  that  company  had  no  assets  except  1  cent. 

Mr.  Deane.  That  is  right. 

Mr.  Kelley.  It  had  no  property,  and  even  the  $20,000  was  gone. 

Mr.  Deane.  Thev  had  a  small  machine  shop  located  in  this 
tumbled-down  builaing  that  I  mentioned,  but  their  assets  I  do  not 
think  would  bring  at  that  moment  more  than  $600  at  the  outside,  if 
that. 

Mr.  Kelley.  Was  this  $20,000  any  part  of  the  moneys  advanced 
by  the  Government  to  Philip  Sloan^ 

Mr.  Deane.  Yes ;  it  all  came  out  of  the  funds  we  had  advanced. 

Mr.  Ejblley.  Did  you  ever  talk  to  Mr.  Skinner  about  this  exami- 
nation of  his  books? 

Mr.  Deane.  No. 

Mr.  Kelley.  Did  anybody  for  you  ever  talk  with  him  ? 

Mr.  Deane.  With  Mr.  Skinner  ? 

Mr.  Kelley.  Yes. 

Mr.  Deane.  No;  we  have  talked  with  Mr.  Sweet,  Mr.  Skinner's 
assistant,  who  looks  after  that  end  of  the  business. 

Mr.  Kelley.  Take  a  boat  such  as  we  saw  launched  the  other  day 
down  there,  do  you  remember  the  contract  price  on  that? 

Mr.  Deane.  Not  right  offhand. 

Mr.  Kelley.  Will  you  get  the  contract  price  for  that  boat?  I 
think  it  was  a  9,600-ton  boat,  as  I  recall  it.  It  was  the  Endicott. 
Now,  what  ship  built  by  some  other  company  on  a  cost  plus  a  fixed 
profit  plan  would  be  comparable  in  cost  and  labor  and  everything 
m  consideration  with  the  Endioatt^  in  this  district?    • 

Mr.  Deane.  I  do  not  think  there  are  any  cost-plus  9,600-ton  ships 
being  built  here ;  you  have  to  take  an  8,800-ton  ship  to  get  a  com- 
parison. 

Mr.  Kelley.  Now,  what  ship  have  you  in  mind  as  an  8,800-ton 
ship,  and  built  by  whom. 

Mr.  Deane.  We  could  take  Duthie's  requisition  ships,  or  Ames's 
requisition  ships.  We  could  take  the  Todd  Dry  Dock  &  Construc- 
tion Co.  cost-plus  ships  over  in  Tacoma,  and  you  could  compare 
those. 

Mr.  Kelley.  And  those  8,800-ton  ships,  built  on  the  cost  plus  a 
fixed  profit,  cost  the  Government  how  much? 

Mr.  Deane.  About  $180  a  ton;  somewhere  in  that  neighborhood. 

Mr.  Kelley.  The  difference  in  the  size  of  the  ship  would  not 
make  any  difference  in  the  per  ton  price. 

Mr.  ESeane.  Tt  would  probably  reduce  the  price  per  ton  a  Utfle 
bit. 


SHIPPING  BOARP  OPERATIONS.  151 

Mr.  Kellbt.  The  larger  the  ship  the  smaller  the  price  per  ton 
would  be! 

Mr.  Deake.  Yes. 

Mr.  Kellet.  How  much  did  you  say  that  would  be? 

Mr.  Deane.  About  $180  a  ton. 

Mr.  Kellet.  An  8,800-ton  ship? 

Mr.  Deane.  An  8,800-ton  ship;  that  would  figure  out  about  $1,- 
584,000. 

Mr.  Kellet.  And  that  was  the  contract  price,  was  it  ? 

Mr.  Deane.  No;  that  was  the  approximate  cost  to  the  Govern- 
ment on  the  cost-plus  ship,  8,800-ton  ship,  which  would  average 
$180  per  ton. 

Mr.  EjiLLET.  What  was  the  contract  price  on  the  Endicottf 

Mr.  Deane.  I  am  going  to  look  that  up  for  you. 

Mr.  Kellet.  All  right,  you  may  put  that  in  for  information  so 
that  we  will  have  it. 

Mr.  Deane.  All  right,  sir. 

Mr.  Kellet.  That  is  the  contract  price  of  the  Endicottf 

Mr.  Deane.  Yes,  sir. 

Mr.  Ejbllet.  And  the  inspection  as  to  the  cost  on  th^  cost  plus 
a  fixed  profit  plan  was  conducted  in  a  very  satisfactory  way,  as  far 
as  you  mow,  and  a  very  thorough  way,  so  that  the  Government 
interests  were  fully  protected,  you  think? 

Mr.  Deane.  I  think  so. 

Mr.  Kellet.  The  actual  price  and  the  actual  costs  determined? 

Mr.  Deane.  Yes,  sir. 

]tfr.  KjsLLET.  I  do  not  think  of  anything  else  just  now. 

Mr.  Hadlet.  How  many  ways  are  there  in  the  plant  that  was 
taken  over  by  Skinner  &  Eddy  under  the  contract. 

Mr.  Deane.  Five. 

Mr.  Hadlet.  How  many  in  their  yard. 

Mr.  Deane.  Five,  I  think. 

Mr.  Hadlet.  Five  in  each. 

Mr.  Deane.  Yes. 

Mr.  Hadlet.  Do  they  use  the  entire  10  ways? 

Mr.  Dean.  They  have  been,  yes. 

Mr.  Hadlet.  What  was  the  real  occasion  for  taking  up  the  sub- 
ject of  purchase  and  transfer? 

Mr.  Deane.  Of  this  Seattle  Construction  Co.  yard? 

Mr.  Hadlet.  Yes. 

Mr.  Deane.  I  am  not  familiar  with  the  details. 

Mr.  Hadlet.  Do  you  know  how  many  ships  the  Seattle  Construc- 
tion &  Dry  Dock  Co.  had  delivered  up  to  the  time  of  that  contract  ? 

Mr.  Dkane.  I  have  a  memorandum  to  look  that  up. 

Mr.  Hadlet.  I  see,  ♦ 

Mr.  Deane.  I  am  going  to  furnish  you  a  statement  of  that. 

Mr.  Hadlet.  And  also  of  the  number  that  Skinner  &  Eddy  had  de- 
livered up  at  the  same  time,  by  way  of  information? 

Mr.  Deane.  Yes. 

Mr.  Hadlet.  Referring  back  to  the  Sloan  Shipyards  Corporation 
matter,  I  note  in  the  statement  that  was  referred  to  earlier,  which 
^as  identified,  the  statement  of  liabilities  and  capital,  showing, 
wnong  other  things,  capital  and  surplus  of  the  three  yards — ^the 
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Sloan  Shipyards  Corporation,  the  Anacortes  Shipbuilding  Co.,  and 
the  Capital  City  Iron  Works.  Has  the  stock  been  paid  in  on  these 
various  concerns  in  full? 

Mr.  Deane.  Yes,  sir ;  out  of  this  $686,000. 

Mr.  Hadlet.  What  is  the  $686,000  to  which  you  refer  ? 

Mr.  Deane.  The  Sloan  Shipyards  Corporation  capital  and  surplus. 

Mr.  Hadlet.  Yes. 

Mr.  Deane.  $658,000  was  organization  expenses,  for  which  stock 
was  issued. 

Mr.  Hadlet.  How  much  capital  was  paid  in  then  i 

Mr.  Deane.  I  think  about  $25,000  in  cash. 

Mr.  Hadlet.  On  the  face  of  the  books  there  is  no  outstanding  stock 
liability,  as  I  understand  it  ?  That  is,  tl^e  books  show  that  the  stock 
is  paid  up  ? 

Mr.  Deane.  Yes ;  the  stock  is  paid  up. 

Mr.  Hadlet.  How  was  it  in  the  case  of  the  Anacortes  Shipbuilding 
Co.? 

Mr.  Deane.  There  was  $18,610  in  actual  cash  in  the  Anacortes 
Shipbuilding  Co. ;  $60,000  was  issued  for  services  rendered. 

Mr.  Hadlet.  That  was  upon  organization  ? 

Mr.  Deane.  Yes. 

Mr.  Hadlet.  There  is  no  outstanding  stock  liability,  then,  on  the 
books  of  the  corporation  ? 

Mr.  Deane.  No. 

Mr.  Hadlet.  What  was  the  situation  in  reference  to  the  Capital 
City  Iron  Works? 

Mr.  Deane.  The  Capital  City  Iron  Works  was  a  going  concern. 

Mr.  Hadlet.  Oh,  I  see. 

Mr.  Deane.  And  Sloan  paid  this  much  for  it. 

Mr.  Hadlet.  The  amount  shown  under  capital  and  surplus  was 
forty-six  thousand  and  some  odd  dollars  ? 

Mr.  Deane.  Yes. 

Mr.  Hadlet.  That  is  all. 

Mr.  Kellet.  Skinner  &  Eddy  was  the  only  concern  in  this  region 
that  had  a  contract  for  a  9,600-ton  ship  ? 

Mr.  Deane.  No;  the  Seattle  &  North  Pacific  has  a  contract  for 
9,6()0-ton  ships — lump-sum  price. 

Mr.  Foster.  Ninety-six  or  ninety-four? 

Mr.  Deane.  Ninety-six,  I  think. 

Mr.  Foster.  We  have  it  here  94,  Seattle  &  North  Pacific. 

Mr.  Deane.  That  may  be  correct.  Skinner  &  Eddy  practically 
have  a  contract  for  forty-four  9,600-dead-weight-ton  ships. 

Mr.  Foster.  That  is  right,  I  think. 

Mr.  Deane.  Yes,  sir. 

Mr.  Kellet.  Are  not  any  of  these  othei?  yards  capable  of  building 
a  9,600-ton  ship  ? 

Mr.  Deane.  I  think  they  are  capable  of  building  them  if  they 
wanted  them.    Their  ways  are  all  laid  out  for  SjSOO-ton  boats. 

Mr.  Kellet.  All  except  Skinner  &  Eddy,  you  mean;  or  are 
Skinner  &  Eddy  laid  out  for  8,800-ton  ships  also? 

Mr.  Deane.  Skinner  &  Eddy  built  a  lot  of  8.800-ton  boats,  but 
the  ways  in  the  Seattle  Construction  Co.  plant,  I  think,  were  a  little 
bit  bigger  than  those  in  their  own  plant. 
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Mr.  Hadley.  The  Seattle   Construction   Co.   had  been  building 
^,600-ton  boats,  had  they  not? 
Mr.  Deane.  They  had  been  building  isome  9.600-ton  boats ;  yes. 
Mr.  Foster.  This  one  launched  the  other  day  was  the  fourteenth 
9,600-ton  hull  launched  by  Skinner  &  Eddy  ? 
Mp.  DeaiJe.  Yes. 

Mr.  Kbixey.  While  you  are  getting  the  information  about  the  con- 
tract price  of  the  9,600-ton  boats  of  Skinner  &  Eddy,  will  you  also 
give  the  contract  for  the  8,800-ton? 
Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  You  know,  do  you,  of  ships  being  taken  in  an  un- 
'completed  state  from  one  yard  to  another  yard  in  this  district? 

Mr.  Deane.  Hulls  »have  been  taken  before  the  hull  work  has  ac- 
tually been  completed,  and  the  hull  work  finished  at  an  installation 
plant. 
Mr.  Kelley.  For  what  reason  would  that  be  done? 
Mr.  Deane.  Well,  one  reason  that  might  arise  would  be  that  the 
installation  plant  is  practically  out  of  work,  whereas  the  hull  in 
the  hull-builder's  yard  is  a  detriment  to  his  pushing  further  work 
along. 

Mr.  Kelley.  Do  you  know  of  ships  being  taken  out  of  the  Sloan 
shipyards  and  sent  to  other  yards  for  alterations  and  additional 
work  I 

Mr.  Deane.  I  think  hulls  have  been  sent  from  the  Sloan  Ship- 
yards Corporation  to  other  yards  to  be  rfecalked.  One  reason  is 
this,  that  there  are  certain  repair  yards  around  here  which  pay  nine 
hours  pay  for  eight  hours  work,  according  to  the  union  hcalc,  and 
the  unions  served  notice  on  the  Sloan  yards  at  Olympia  that  if 
they  had  to  do  any  recalking  the  yard  would  be  classed  as  a  repair 
yard,  and  they  would  require  nine  hours  pay  for  eight  hours  work ; 
so  that  whatever  hulls  had  to  be  recalked  were  recalked  in  a  yard 
that  was  already  a  repair  yard,  rather  than  do  it  at  Olympia. 

The  Chaie31an.  Now,  the  reason  that  they  were  required  to  be  re- 
calked was  because  of  defective  work  in  the  first  instance,  wasn't  it? 
Mr.  Deane.  Not  defective  work,  exactly.    It  would  be  because  they 
had  been  built  of  green  timber,  and  that  during  construction  laying 
out  there  in  the  bay,  the  timber  had  dried  out  and  opened  the  seams, 
so  that  they  had  to  have  more  oakum  put  into  them  before  they 
vere  sea  worthy. 
The  Chairman.  Are  not  most  boats  built  from  green  timber? 
Mr.  Deane.  All  of  our  wooden  ships  have  been  built  of  green 
timber,  and  most  of  them  have  had  to  be  recalked. 

The  Chairman.  Is  that  true*  of  ships  from  the  Pacific  American 
Fisheries? 

Mr.  Deane.  Well,  I  could  not  be  sure  about  that  without  looking 
it  up;  but  my  judgment  would  be  that  it  is. 
The  Chairman.  Is  that  added  to  the  cost  of  the  ship? 
Mr.  Deane.  That  is  an  additional  cost  to  the  Fleet  Corporation. 
The  Chairman.  That  is  for  the  Fleet  Corporation? 
Mr.  Deane.  Yes. 

The  Chairman.  That  is  not  added  into  your  column  as  an  item 
showing  the  total  cost  of  the  ships  ? 

Mr.  Deane.  Not  to  the  contractor;  it  would  be  included  in  our 
column,  however. 
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The  Chairman.  How  much  has  there  been  expended  for  addi- 
tional calking  in  this  district  and  repairs  of  that  character? 

Mr.  Deane,  I  could  not  say  off-hand. 

The  Chairman.  Can  you  ascertain  that  for  us  and  let  us  know? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  You  have  knowledge  of  what  arrangements  are 
made  for  the  chartering  of  this  ship  by  the  Fleet  Corporation? 

Mr.  Deane.  No,  sir;  that  is  in  the  division  of  operations  up  there, 
and  I  do  not  have  anything  to  do  with  that. 

The  Chairman.  Who  is  m  charge  of  the  division  of  operations  for 
this  district? 

Mr.  Deane.  Mr.  Burchardt. 

The  Chairman.  How  long  has  he  been  with  the  Fleet  Corporation? 

Mr.  Deane.  I  think  he  has  been  here  since  about  the  1st  of  De- 
cember. 

The  Chairman.  1918  ? 

Mr.  Deane.  Yes. 

The  Chairman.  Who  was  his  predecessor  ? 

Mr.  Deane.  J.  D.  Lowman. 

The  Chairman.  Where  is  Mr.  Lowman  ? 

Mr.  Deane.  He  is  in  Seattle. 

The  Chairman.  What  does  he  do ;  do  you  know  f 

Mr.  Deane.  He  is  a  local  capitalist 

The  Chairman.  A  local  capitalist? 

Mr.  Deane.  Yes. 

The  Chairman.  I  understand  you  to  state  that  with  reference  to 
this  Anacortes  yard  that  while  they  had  placed  orders  for  material 
and  equipment  and  engines,  and  while  they  had  received  advances 
from  the  Fleet  Corporation,  there  was  an  agreement  entered  into  in 
May,  1918,  which  practically  changed  the  terms  of  the  contract  that 
had  been  previously  entered  into  and  that  from  that  time  on  they 
practically  started  anew? 

Mr.  Deane.  That  is  right. 

Mr.  Kelley.  May  I  asK  him  a  question  right  there,  Mr.  Walsh? 

The  Chairman.  Yes. 

Mr.  Kellet.  Is  that  the  date  of  the  consolidation  of  the  Anacortes 
yard  with  the  Olympia  plant — ^the  legal  consolidation  ? 

Mr.  Deane.  The  plants  were  operated  as  one  unit  from  about  De- 
cember 13,  1917. 

Mr.  KeltiKy.  When  was  the  start  by  the  Olympia  Co.  ? 

Mr.  Deane.  Some  time  between  that  date  and  May  1,  1918. 

Mr.  Foster.  It  was  all  a  part  of  one  deal,  was  it? 

Mr.  Deane.  Yes ;  all  a  part  of  one  deal. 

The  Chairman.  They  were  required  to  do  that  by  the  Fleet  Cor- 
poration ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Did  the  original  contract  with  the  Sloan  Ship- 
yards Corporation  contain  a  clause  prohibiting  the  subletting  of  these 
contracts,  do  you  know? 

Mr.  Deane.  It  did ;  without  the  sanction  of  the  Fleet  Corporation. 

The  Chairman.  And  these  ships  were  started  at  Anacortes  without 
the  sanction  of  the  Fleet  Corporation  ? 

Mr.  Deane.  Yes,  sir. 
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The  Chairman.  How  was  it  they  got  so  far  along  before  the  Fleet 
Corporation  took  action  and  required  them  to  merge  the  plants? 

Mr.  Deane.  At  that  time  there  were  new  plante  springing  up  all 
over  the  district.  I  do  not  know  that  anybody  in  the  Fleet  Cor- 
poration until  September,  1917,  actually  knew  that  any  of  those 
vessel  contracts  had  been  sublet  to  the  Anacortes  Shipbuilding  Co. 

The  Chairman.  Did  you  not  have  an  inspector  down  there? 

Mr.  Deane.  We  had  an  inspector  at  Olympia. 

The  Chairman.  Did  you  not  have  one  at  Anacortes  prior  to  that 
time? 

Mr.  Deane.  I  do  not  think  so. 

The  Chairman.  The  shipyard  at  Anacortes,  however,  after  the 
merger,  was  operated  as  a  part  of  the  plant  at  Olympia,  and  was 
treated  in  the  game  way  with  reference  to  inspectors  and  delivery 
of  material  and  supervision  of  the  contract,  as  the  Olympia  plant? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  There  was  no  discrimination  between  them  as  far 
as  you  know? 

Mr.  Deane.  No. 

The  Chairman.  There  was  no  attempt  on  the  part  of  any  official 
of  the  district  office,  as  far  as  you  know,  to  prevent  their  getting 
material,  or  hindering  them  in  any  way  in  carrying  out  their  con- 
tract? 

Mr.  Deane.  No. 

The  Chairman.  Do  you  know  of  complaints  being  made  to  the 
district  officers  to  the  effect  they  could  not  get  equipment  and  supplies 
because  the  Fleet  Corporation  was  allocating  these  fittings,  and 
equipment  to  other  yards  ? 

wr.  Deane.  No  ;  1  know  of  no  such  complaint. 

The  Chairman.  And  in  the  usual  course,  they  would  not  come  to 
your  attention? 

Mr.  Deane.  No. 

The  Chairman.  What  contracts,  if  any,  has  the  Winslow  Marine 
Kailway  &  Shipbuilding  Co.  with  the  Fleet  Corporation  now? 

Mr.  Deane.  The  Winslow  Marine  Railway  &  Shipbuilding  Co. 
has  a  contract  for  completing  the  installation  of  the  hull,  the  instal- 
lation of  which  was  started  by  D.  W.  Hartzell  (Inc.),  who  previously 
bad  that  yard.  They  also  have  a  contract  for  overhauling  and  put- 
ting in  shape  all  ox  the  Fleet  Corporation  materials  in  the  same 
yard.   Those  are  the  only  contracts  that  they  have. 

The  Chairman.  What  material  would  that  be. 

Mr.  Deane.  Installation  material. 

The  Chairman.  Engines  and  boilers? 

Mr.  Deane.  Winches,  engines,  etc. 

The  Chairman.  Winches. 

Mr.  Deane.  Yes. 

The  Chairman.  Boilers  ? 

Mr.  Deane.  Yes. 

The  Chairman.  Does  that  have  to  be  overhauled  before  its  instal- 
lation? 

Mr.  Deane.  D.  W.  Hartzell,  who  had  an  installation  contract 
previously,  had  a  lease  on  this  plant  from  the  Winslow  Marine  & 
Kailway  Co.,  and  they  fell  down  on  their  contract,  and  the  contract 
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was  canceled,  but  we  will  have  the  use  of  the  machinery  on  hand 
over  there,  that  had  been  more  or  less  neglected  for  a  month  or 
two;  it  was  also  left  with  a  hull  that  had  been  only  partially  in- 
stalled, so  the  logical  people  to  complete  the  installation  were  the- 
people  that  had  inherited  the  yard,  and  they  are  also  the  logical 

{>eople  to  overhaul  that  machinery  prior  to  its  shipment  to  the  Han- 
ord  Street  dock  down  here. 

The  Chairman.  Well,  you  have  out  at  Lake  Union  a  compara- 
tively large  number  of  hulls  accumulated  from  the  various  wood 
construction  yards  in  this  district,  have  you  not? 

Mr.  Deanb.  Yes. 

The  Chairman.  Where  is  the  machinery,  where  are  the  boilers  and 
engines  for  those  hulls? 

Sir.  Deane.  a  great  deal  of  it  down  here  at  Hanford  Street. 

The  Chairman.  Hanford  Street  ? 

Mr.  Deanb.  Hanford  Street  dock. 

The  Chairman.  Seattle. 

Mr.  Deanb.  Yes. 

The  Chairman.  That  has  been  shipped  from  the  various  yards 
where  the  hulls  were  under  construction  ? 

Mr.  Deanb.  No,  sir ;  that  has  been  shipped  very  largely  by  home^ 
office  instructions ;  that  came  direct  to  be  given  out  to  whatever  yard 
needed  it  worse.  There  is  a  considerable  quantity  of  material  scat- 
tered around  in  all  of  these  installation  plants  that  had  contracts  for 
more  vessels  than  they  actually  installed. 

The  Chairman.  Well,  take  the  wood  ships  built  at  Bellingham  by 
the  Pacific  American  Fisheries? 

Mr.  Deane.  Yes. 

The  Chairman.  They  installed  their  own  machinery  ? 

Mr.  Deane.  Yes. 

The  Chairman.  The  shipyard  at  Anacortes;  were  they  to  install 
their  own  machinery? 

Mr.  Deane.  I  think  Olympia  was  to  install  their  machinery. 

The  Chairman.  And  the  ships  at  the  Seattle-North  Pacific  Co.? 

Mr.  Deane.  Those  are  steel  ships. 

The  Chairman.  Oh,  those  are  steel  ships? 

Mr.  Deane.  Yes. 

The  Chairman.  Well,  Meacham  &  Babcock? 

Mr.  Deane.  Meacham  &  Babcock  had  hull  contracts  to  complete 
and  ship  contracts,  and  installation  contracts,  to  install  machinery  in 
their  own  hulls. 

The  Chairman.  The  Seaborn  Shipyards. 

Mr.  Deane.  The  Seaborn  Shipyards  had  a  hull  contract,  and  also 
an  installation  contract,  and  installed  the  machinery  in  their  own 
hulls. 

The  CrfAiRMAN.  How  does  it  happen  that  some  of  these  vards  had 
contracts  which  contemplated  installing  the  machinery  and  nlso  con- 
templated the  machinery  being  installed  somewhere  else  ? 

Mr.  Deane.  At  the  time  these  hull  contracts  were  let  tliere  were 
no  installation  contracts.  The  installation  contracts  were  let  consider- 
ably later  in  the  program.  It  was  necessary  more  or  less  to  encour- 
age people  to  put  in  installation  ])lants ;  it  was  hard  to  get  anybody 
to  go  into  it  to  begin  with.  Seaborn  was  ready  to  put  in  an  installa- 
tion plant,  and  took  on  an  installation  contract  for  the  same  number 
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of  hulls  that  he  had  contracted  for.  That  is  true  of  Grays  Harbor, 
tnd  also  of  Meacham  &  Babcock. 

The  Chairman.  Well,  was  it  the  idea  that  it  would  facilitate  the 
<lelivery  of  ships  by  having  hulls  completed  at  yards  and  towed  to 
mstallation  points? 

Mr.  Deane.  No  ;  I  think  the  installation  work  was  more  the  out- 
firowth  of  the  way  they  started  to  let  contracts.  They  began  to  let 
hulls — contracts  for  wooden  hulls  only  when  there  were  only  two  com- 
plete ship  contracts  in  the  district  here. 

Mr.  Chaiicman.  Where  were  they? 

Mr.  Deane.  At  Sloan's  at  Olympia,  and  at  Meacham  &  Babcock. 
The  Pacific  American  Fisheries  had  not  come  into  it  at  that  time. 
They  could  find  lots  of  people  who  were  willing  to  tj^ke  the  hull  con- 
tracts, but  I  presiune  they  did  not  want  to  get  mixed  up  with  this 
machinery  installation  business.  So  that  these  hulls  when  they  be- 
gan to  drop  into  the  water,  we  found  ourselves  without  any  means  of 
taking  care  of  these  installation  contracts  and  wherever  they  came 
up  they  were  the  outgrowth  of  that  condition. 

The  Chairman.  How  does  the  number  of  engines  and  boilers  you 
have  on  hand  here  compare  with  the  number  of  completed  hulls 
waiting? 

Mr.  Deane.  I  should  not  think  we  have  enough  engines  here,  be- 
cause shipments  have  been  stopped  on  a  whole  lot  of  them  that  were 
destined  for  those  hulls  that  are  out  in  Lake  Union. 

The  Chairman.  Do  you  mean  that  you  canceled  the  contracts  for 
the  engines? 

Mr.  Deane.  We  canceled  contracts  in  some  cases,  and  in  other  cases, 
if  the  engines  happened  to  be  located  on  the  Atlantic  seaboard  at  the 
date  of  the  cancellation,  it  would  remain  there  instead  of  coming  out 
here,  where  it  was  intended  for. 

The  Chairman.  How  many  engine  and  boiler  contracts  have  been 
<»nceled  ? 

Mr.  Deane.  I  have  not  any  idea. 

The  Chairman.  You  have  not  that  information  for  us? 

Mr.  Deane.  No. 

The  Chairman.  Do  you  have  any  information  as  to  how  many  con- 
tracts have  been  let  for  the  conversion  of  these  hulls  into  barges? 

Mr.  Deane.  I  have  that  in  my  records;  I  will  have  to  get  it  for 
you.  • 

The  Chairman.  Secure  that  for  us,  please. 

Mr.  Deane.  Yes. 

The  Chairman.  And  also  what  the  price  of  such  conversion  is  and 
^hat  the  total  cost  of  the  converted  hull  will  be. 

Mr.  Deane.  Well,  that  is  largely  a  question  of  estimating  the  total 
cost  of  the  barge.  There  are  two  elements  that  enter  into  that.  A 
nmn  may  have  proceeded  a  certain  distance  on  the  construction  of  a 
hull  when  he  is  told  to  convert  it  into  a  barge.  He  may  have  suffi- 
cient material  on  hand  to  C4>mplete  it  as  a  hull.  He  may  even  have 
to  do  some  tearing  down  of  work  that  he  has  already  done,  so  that 
the  actual  expense  that  he  has  been  put  to  up  to  the  date  that  it  was 
found  not  necessary,  as  a  part  of  our  cost  of  that  barge,  whereas  an- 
other man  who  had  not  made  provision  of  sufficient  material  to  finish 
that  as  a  hull  would  be  able  to  convert  that  into  a  barge  at  a  lesser 
price  to  the  Fleet  Corporation.     So  that  is  a  varying  quantity. 


158  SHIPPING  BOAKD  OPERATIONS. 

The  Chairman.  Well,  you  do  not  start  ahead  with  this  conversion 
work  until  you  have  a  contract  to  do  it. 

Mr.  Deanb.  Oh,  yes. 

The  Chairman,  lou  do? 

Mr.  Deane.  Yes;  a  man  generally  completes  his  barge  and  then 
comes  in  and  adjusts  it  afterwarda 

The  Chairman.  You  mean  that  you  cancel  the  contract  of  a  com- 
pleted hull  of  a  ship  and  without  anv  written  contract  he  goes  ahead 
and  converts  that  into  a  barge  and  then  comes  in  and  adjusts  it  with 
you  later? 

Mr.  Deane.  Yes. 

The  Chairman.  What  protection  has  he? 

Mr.  Deane.  What  protection  has  he  ? 

The  Chairman.  Yes. 

Mr.  Deane.  I  do  not  know  how  much  protection  he  has  got. 

The  CiiAiR3iAN.  But,  as  a  matter  of  fact,  that  is  what  is  being  done. 

Mr.  Deane.  That  is  what  is  being  done. 

The  Chairman.  I  do  not  think  of  anything  further  at  present. 

Mr.  Kem^y.  I  understand  that  some  of  the  contracts  for  ships 
have  been  awarded  by  the  home  office,  or  some  initiated  by  the  home 
office,  I  should  say,  or  initiated  and  concluded  at  the  home  office,  while 
others  are  initiated  by  the  superintendent,  the  district  superintendent, 
and  forwarded  to  the  home  office  for  approval ;  is  that  right? 

Mr.  Deane.  All  contracts  are  drawn  up  and  executed  in  the  home 
office. 

Mr.  Kelley.  What  part  does  the  district  superintendent  play  in 
the  awarding  of  contracts? 

Mr.  Deane.  The  district  manager  might  be  or  would  be  called  upon 
to  express  his  opinion  as  to  whether  or  not  the  placing  of  a  certain 
contract  would  be  judicious,  and  his  recommendation  would  have 
some  weight. 

The  Chairman.  But,  as  a  matter  of  fact,  was  that  the  practice  here 
in  this  district? 

Mr.  Deane.  That  was  done  very  largely. 

Mr.  Kelley.  Do  you  know  whether  or  not  contracts  were  awarded 
without  the  knowledge  or  the  approval  of  the  district  manager,  if 
any? 

Mr.  Deane.  I  do  not  know. 

Mr.  Kelley.  Was  that  the  case  with  the  Sloan  contract? 

Mr.  Deane.  I  could  not  say  about  that  either.  The  Sloan  contract, 
I  think,  was  let  before  the  district  manager  knew  where  he  was  at. 

Mr.  Kelley.  And  that  would  be  one  case  where  the  contract  was 
prepared  without  consulting  the  district  manager  ? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Do  you  know  whether  or  not  that  circumstance  had 
anything  to  do  with  any  bad  feeling  between  the  district  manager 
and  the  Sloans? 

Mr.  Deane.  I  do  not  think  there  were  any  bad  feelings  between 
the  district  manager  and  the  Sloans  as  far  as  the  work  was  con- 
cerned. 

Mr.  Kelley.  Do  you  mean  that  Mr.  Philip  Sloan  and  Mr,  Blain 
were  on  good  terms? 
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Mr.  Deane.  No,  sir;  I  do  not  mean  to  say  that  they  were  on  good 
tenns  personally.  I  think  Capt.  Blain  gave  the  Sloan  Shipyard  Cor- 
poration all  the  consideration  they  were  entitled  to  receive. 

Mr.  Kelley.  Do  you  know  whether  or  not  Capt.  Blain  complained 
because  these  contracts  were  awarded 

Mr.  Dean  (interposing).  I  do  not  know. 

Mr.  Kellet  (continuing).  Without  his  knowledge? 

Mr.  Deane.  I  do  not  know. 

Mr.  Kemjet.  Do  you  know  whether  he  contended  he  had  an 
understanding  with  the  head  office  that  no  contract  would  be  let  in 
this  district  without  his  knowledge? 

Mr.  Deane.  No,  sir;  I  do  not  know. 

Mr.  Kellet.  When  was  the  contract  entered  into  with  the  Wins- 
low  Co.  f oi;  the  repairing  of  the  machinery  ? 

Mr.  Deane.  About  April  15  of  this  year. 

Mr.  Kellet.  Who  was  the  district  manager  on  April  15? 

Mr.  Deane.  Capt.  Magee. 

Mr.  Kellet.  Who  is  the  superintendent  of  the  Winslow  Co.  now  ? 

Mr.  Deane.  I  do  not  know  who  the  superintendent  is,  but  Capt. 
Magee  is  the  general  manager. 

Mr.  Kellet.  He  is  the  general  manager? 

Mr.  Deane.  Yes. 

Mr.  Kellet.  And  before  he  left  this  office  he  let  contracts  to  that 
'  company  ? 

Mr.  Deane.  Yes,  sir. 

Mr.  K^ELLET.  Of  which  he  is  now  the  head  ? 

Mr.  Deane.  Yes. 

Mr.  Kellet.  That  is  all. 

The  Chairman.  Have  you  any  questions,  Mr.  Foster? 

Mr.  Foster.  No  questions. 

The  Chairman.  I  think  that  is  all,  Mr.  Deane.  Will  you  try  to 
have  that  information  by  to-morrow? 

Mr.  Deane.  I  will,  sir ;  I  will  try  to  have  it  for  you  to-morrow. 

TESTDf ONY  OF  OSCAB  F.  NILSEN,  FOSHEE  SHIPYARD  EUPLOYEE, 

SEATTLE,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Mr.  iNilsen,  you  desire  to  make  a  statement  to  this 
congressional  committee? 

Mr.  NiLSEN.  Yes;  I  would  like  to  make  a  statement. 

The  Chairman.  Will  you  be  sworn  ? 

Mr.  NiLSEN.  Yes,  sir. 

The  Chairman.  Your  full  name  is  Oscar  F.  Nilsen? 

Mr.  Nhjsen.  Yes,  sir. 

The  Chairman.  Where  do  you  live,  Mr.  Nilsen  ? 

Mr.  Nilsen.  Here  in  Seattle,  at  5311  Russell  Avenue. 

The  Chairman.  What  is  your  occupation? 

Mr.  Nilsen.  My  occupation  is  a  miner ;  that  is  what  I  have  been 
following. 

The  Chairman.  Yes. 

Mr.  XiLSEN.  I  have  been  working  in  the  shipyards,  and  just  now  I 
have  been  working  as  a  carpenter's  helper  in  building  houses. 
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The  Chaibkax.  Have  you  worked  in  the  shipyards  hereabouts H 

ilr.  XiMox.  Oh,  yes;  I  have  been  working  in  the  shipyards  for 
about  a  year  and  a  half. 

The  Chairmax.  What  yards  have  you  worked  in? 

Mr.  X1L6OX.  Meacham  &  Babcock«  the  Allen  yard,  tlie  Puget 
Sound  Bridge  &  Dredging  Co.  yard,  and  the  Skinner  &  Eddy  yard. 

The  Chairmax.  Was  the  Meacham  and  Babcock  yard  the  first 
yard  you  worked  in? 

Mr.  XiLREN.  That  was  the  first  yard  I  worked  in. 

The  Chairmax.  How  many  of  the  other  yards  were  wood  yards. 

Mr.  XTii>Ex.  The  last  yard,  tlie  Allen  yard,  the  Meacham  yard, 
and  the  Puget  Sound  Bridge  &  Dredging  Co. 

The  Chair^i AX.  What  was  your  work  in  those  yards. 

Mr.  XiLSEX.  What  position  did  I  hold  ?  "  ^ 

The  Chairmax.  Yes. 

Mr.  XiLSEx.  Well,  at  ileacham  &  Babcock,  I  was  a  general  helper, 
and  I  was  doing  several  things;  and  in  the  Allen  yard  I  was  a 
fastener:  and  at  the  Puget  Sound  Bridge  &  Dredging  Co.  I  was  a 
fastener's  helper;  I  was  going  to  be  a  fastener,  but  they  did  not  have 
room  for  me,  and  I  was  helping  the  fastener  there. 

The  Chairmax.  During  your  work  at  those  yards,  did  you  observe 
the  manner  in  which  ships  were  being  constructed  ? 

Mr.  XiidSEX.  Yes,  sir:  at  the  Puget  Sound  Bridge  &  Dredging  Co.'s 
yard,  I  seen  them  deliberately  weaken  a  ship  so  that  it  is  bound  to 
sink  when  it  goes  out  in  rough  weather. 

Tlie  Chairmax.  Will  you  describe  what  you  saw? 

ilr.  X1L8EX.  Yes ;  it  was  around  about  the  1st  of  July,  the  first  part 
of  July 

The  Chairmax.  Which  vear?    Last  vear? 

Mr.  Nn^Ex.  Last  year.  I  was  working  down  there,  and  I  was  put 
on  as  a  fastener's  helper,  until  they  could  get  me  a  fastener's  job. 
We  were  driving  treenails:  I  had  been  working  on  this  work  four 
or  five  days  before,  and  everything  was  going  all  right,  but  that  day 
we  had  trouble.  Tlie  treenails  were  either  too  big  or  else  two  srnall; 
and  sometimes,  when  they  were  too  small,  we  just  put  the  air  gun  on, 
and  they  just  flew  right  straight  up,  and  they  dropped  out  almost  by 
themselves :  they  were  too  small :  and  othei-s  again  were  so  big  that 
they  went  in  just  6  or  8  inches,  and  they  did  not  go  any  further; 
and  those  treenails  are  supposed  to  go  in  2  or  3  feet,  every  other  one, 
or  something  like  that:  we  had  trouble  that  way  all  that  day;  I 
judge  that  was  a  distance  of  50  or  75  feet  that  the  treenails  were 
falling  out,  because  there  were  two  men  ahead  of  us  putting  in  these 
treenails,  and  thev  did  not  drive  all  of  them  in  all  of  the  wav.  Thev 
could  not  drive  them  any  further;  I  guess  they  stuck  there. 

Toward  evening  the  fastening  boss  came  around,  and  he  ^ve 
orders  to  saw  those  treenails  off.  Now,  I  judge,  as  near  as  I  can 
remember,  and  I  can  remember  that  pretty  well,  it  was  a  distance  of 
50  feet  or  75  feet — ^between  50  and  75  feet — on  the  port  side  of  the 
ship,  right  about  midships,  underneath  the  engine  room,  that  that 
occurred. 

The  Chairmax.  Who  was  in  charge  of  that  particular  work.  Do 
you  know  the  name  of  the  boss  in  charge  of  that  particular  work. 
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Mr.  NiLSEN.  No;  I  do  not  know  the  name  of  the  boss,  but  I  know 
him  by  sight  well.  He  was  a  slim  fellow;  the  fastening  boss  was 
the  man  who  looked  after  that. 

The  Chairman.  Do  you  know  the  name  of  the  ship  that  that  took 
place  on,  or  the  number  of  the  hull  ? 

Mr.  NiLSEN.  I  think  it  was  No.  13;  I  am  prettv  sure  it  was  No.  18, 
but  I  know,  of  course,  just  where  it  was,  and  the  Doys  that  were  work- 
ing with  me,  etc. 

The  Chairman.  Well,  who  were  some  of  the  boys  that  were  work- 
ing with  you? 

Mr.  NiLSEN.  As  I  said,  I  had  only  been  working  at  it  for  four  or 
five  days,  and  I  only  worked  there  a  few  days  after  that,  because  I 
got  busy  at  other  things,  and  I  don't  know  them  well  enough  to  re- 
member their  names;  I  think  I  know  their  first  names;  but  I  never 
knowed  their  last  names  at  all ;  but  they  could  be  foimd  out. 

The  Chairman.  Who  asked  you  to  come  up  here  and  tell  this  story 
to  the  committee? 

Mr.  NiLfiEN.  Nobody  asked  me.  There  is  something  else  I  would 
like  to  tell  you  gftxtlemen. 

The  Chairman.  Now,  Mr.  Nilsen,  did  you  bring  this  to  the  atten- 
tion of  anybody  before  you  came  here? 

Mr.  NnjSEN.  Oh,  my  goodness,  yes. 

The  Chairman.  To  whom  have  you  reported  it? 

Mr.  NiLfiBN.  Well,  as  far  as  writing  a  letter,  I  wrote  a  letter  to 
Mr.  Densmore,  who  was  investigating  Mooney  down  in  San  Fran- 
cisco— I  wrote  a  letter,  and  I  believe  I  registered  that  letter,  if  I 
remember  right,  and  told  him  all  about  it;  and  then  I  went  to  the 
Shipping  Board  right  here. 

The  CirAiR3iAN.  In  this  building? 

Mr.  NiLSEN.  In  this  building. 

The  Chairman.  With  whom  did  you  talk  in  this  building? 

Mr.  Nilsen.  Oh,  I  seen  in  the  paper  that  there  was  goin^  to  be  an 
investigation  regarding  the  ships  that  were  sunk,  those  built  on  the 
Pacific  coast,  and  I  guess  that  was  late  in  the  summer,  but  before  to 
others,  and  I  have  been  telling  to  thein.  I  do  not  think  I  wrote 
anything  to  Washington  regarding  it,  only  to  him,  but  I  told  it  to 
l)eople  I  was  acquainted  with,  and  I  told  it  to  others. 

Tlie  Chairman.  To  whom  else  did  you  write  to? 

Mr.  Nn^EN.  Well,  I  don't  know  that  I  wrote  to  anybody  in  Wash- 
ington, only  to  him  regarding  it,  but  I  believe  I  told  it  to  people  that 
I  was  acquainted  with,  and  I  told  it  to  Mr.  Davis,  the  professor  at 
the  college  over  in  Oregon,  just  a  few  days  after  it  happened. 

The  Chairman.  Prof.  Davis? 

Mr.  Nilsen.  Yes;  T  told  him  about  it,  hoping  that  he  would  get 
somebody  to  lopk  into  it ;  I  had  no  faith — I  knew  there  was  no  use 
in  going  to  the  authorities  with  it  here. 

The  Chairman.  Mr.  Nilsen,  just  before  you  go  on;  these  tree  nails 
went  through  the  planks  into  the  framework? . 

Mr.  NiLJSEN.  Yes;  they  only  went  through  the  planks,  and  then 
they  went  through  the  ribs  of  the  ship  that  hold  them  together. 

The  Chairman.  The  frames? 
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Mr.  NiLSEN.  Yes;  the  frames;  that  is,  s6me  go  through  2  feet  and 
some  go  through  8  feet. 

The  Chairman.  They  are  supposed  to  go  through  the  planks  and 
come  out  on  the  other  side  of  the  frame? 

Mr.  NiLSEN.  Yes. 

The  Chairman.  And  some  of  them  were  2  feet  long  and  some  of 
them  3  feet  long? 

Mr.  NiLSEN.  Yes ;  and  they  are  supposed  to  go  into  it  within  6  or  8 
inches. 

The  Chairman.  Was  this  on  the  bottom  part  of  the  hull  or  the 
free  part  ?    Above  the  water  ? 

Mr.  NiLSEN.  It  was  on  the  bottom  part  of  the  hull  right  under- 
neath the  ship ;  right  in  the  bottom. 

The  Chairman.  You  said  you  came  here  to  the  Shipping  Board. 
Do  vou  know  to  whom  you  talked  ? 

Mr.  NiLSEN.  Yes ;  not  by  name,  but  by  sight.  I  seen  in  the  papers 
that  there  was  a  committee  going  to  come  here  and  down  to  San 
Francisco  to  investigate  the  sinking  of  those  ships,  and  I  thought 
now  was  the  time  for  me  to  go  and  see  someboay,  and  I  went  up 
to  this  shipping  board.    I  did  not  know  where  this  committee  was 

foing  to  meet,  and  I  went  to  the  place  where  they  hire  sailors,  and 
asked  him  about  that,  and  he  said  he  did  not  know  anything  about 
it,  and  he  wanted  to  know  what  I  wanted.  I  said,  I  want  to  tell 
them  a  little  about  those  ships  that  were  sinking,  that  I  might 
throw  a  little  li^ht  on  that  subject,  and  I  told  him  the  reason  why 
they  had  been  sinking,  and  I  told  him,  "I  want  to  go  before  that 
committee."  He  said  he  had  nothing  to  do  about  that,  and  he  told 
me  to  go  down  to  the  next  oflSce,  and  they  told  me  to  go  down  to 
another  office,  and  I  finally  landed,  I  think,  in  the  main  office;  and 
there  at  the  gate  there  was  a  man,  and  I  told  him  I  wanted  to  go 
before  the  commission,  and  I  told  him  why  I  wanted  to  go  there,  and 
he  said,  "  Nothing  has  happened  to  any  of  the  ships  Duilt  by  the 
Puget  Sound  Bridge  &  Dredging  Co  " ;  and  there  was  another  man 
sittmg  at  a  table  writing,  about  15  or  20  feet  away,  and  he  raised 
up  and  said,  "Yes;  one  sunk  to-day  at  11  o'clock."  The  first  one 
that  they  built,  and  the  same  day  I  was  telling  about  it  when  it 
went  down. 

The  Chairman.  Was  that  office  in  this  building? 

Mr.  NiLSEN.  That  was  down  here  below. 

The  Chairman.  In  this  building  ? 

Mr.  NiLSEN.  In  this  building;  yes,  sir. 

The  Chairman.  When  was  it  you  came  to  this  building  and  saw 
these  people. 

Mr.  NiLSEN.  Well,  that  was  some  time  in  November ;  I  can  tell  you 
the  date  by  looking  up  my  notebook,  but  I  don't  have  it 

The  Chairman.  Have  vou  a  copy — ^have  you  kept  notes  on  this? 

Mr.  NiLSEN.  Of  such  things?    les. 

The  Chairman.  Sir. 

Mr.  NiLSEN.  Yes;  I  can  tell  you  the  date  pretty  dose.  Besides 
that,  it  was  the  time  the  masters  were  down  with  the  flu,  and  it 
was  at  the  time  that  ship  sunk.  You  remember  I  told  you  a  ship 
sunk  at  11  o'clock  at  that  day,  and  I  explained  about  it,  so  it  is  eagr 
to  find  out  what  date  it  was.  Besides,  1  can  tell  vou  the  exact  date 
if  I  look  up  my  notebook. 
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The  Chairman.  Were  you  working  in  the  shipyard  when  this 
happened? 

Mr.  NUiSEN.  Not  in  that  yard. 

The  Chairman.  No  ;  but  in  any  yard. 

Mr.  NiLSEN.  I  just  went  to  them.  Yes;  I  had  just  gone  back  to 
Meacham  &  Babcock ;  I  am  pretty  sure  I  was  working  there. 

The  Chairman.  When  you  saw  this  work  going  on  there  at  the 
yard,  did  you  call  it  to  the  attention  of  any  of  the  bosses  there  in 
flieyard? 

Mr,  NiLSEN.  Not  the  bosses;  the  bosses  gave  us  the  orders;  I 
said  to  the  boys,  "  This  ship  is  going  to  go  right  down  if  it  goes  out 
in  rough  weatner."    They  Imew  the  same  thing,  but  they  did  not  care. 

The  Chairman.  Did  you  see  any  Government  inspector  there 
that  day? 

Mr.  NiLSEN.  Not  that  day. 

The  Chairman.  Did  you  see  any  there  the  next  day  ? 

Mr.  NiLSEN.  No. 

The  Chairman.  Did  you  ever  tell  any  of  them  about  it? 

Mr.  NiLSEN.  No ;  I  never  told  them  about  it  at  all. 

The  Chairman.  Why  did  you  not  draw  it  to  the  attention  of  the 
inspector  who  was  there  to  look  out  for  this  work? 

Mr.  NiLSEN.  I  thought  it  was  a  put-up  job,  and  I  thought  it  was 
no  use. 

The  Chairman.  You  just  imagined  that? 

Mr.  NiLSBN.  Yes;  I  just  imagined  that. 

The  Chairman.  You  did  not  see  him  down  there  when  this  work 
W88  going  on. 

Mr.  NiLSEN.  No. 

The  Chairman.  And  you  never  told  them  about  it  afterwards? 

Mr.  NiLSEN.  I  never  did ;  no,  sir. 

The  Chairman.  Did  this  happen  on  more  than  one  day  ? 

Mr.  NiLSEN.  No,  sir;  only  one  day;  only  that  day.  We  had  a 
few  once  in  a  while;  I  did  not  consider  that  anything. 

The  Chairman.  Well,  you  did  get  down  to  the  main  office,  here, 
and  there  was  a  gentleman  sitting  over  near  the  window  writing ; 
and  when  you  said  that  you  wanted  to  tell  why  the  ships  were  sinjk- 
in^,  and  the  other  man  said  that  the  ships  were  all  right,  and  none 
of  them  had  sunk? 

Mr.  NiLSEN.  Yes. 

The  Chairman  (continuing).  This  man  over  by  the  window  said, 
"  One  of  them  sunk  at  11  o  clock  this  morning,  the  first  one  they 
launched"? 

Mr.  NiLSEN.  Yes. 

The  Chairman.  Did  you  go  on  then  and  tell  what  you  say  to  the 
man  in  the  office? 

Mr.  NiLSEN.  No;  they  both  left  and  went  away.  I  was  standing 
there  in  the  office  for  a  long  while,  and  finally  the  one  that  said  the 
ship  had  sunk,  he  asked  me,  and  I  told  him  what  I  have  been  telling 
you  gentlemen. 

The  Chairman.  Would  you  know  that  man  if  you  saw  him  again? 

Mr.  NiLSEN.  Yes ;  I  think  I  would. 

The  Chairman.  You  don't  know  his  name  ? 

Mr.  NiLSEN.  No ;  I  don't  know  his  name. 
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The  Chairman.  Did  you  tell  this  to  anybody  else  at  any  time  ?    • 

Mr.  NiLSEN.  Oh,  yes;  in  conversations  I  told  it  to  the  inspector  of 
mails  down  in  the  f'ederal  building ;  I  told  it  to  him  atid  Mr.  Swan- 
son  or  Swenson — I  forget  his  name — ^just  in  conversation — ^I  tried 
to  get  it  out  whenever  1  could :  when  I  thought  it  would  do  some 
good. 

The  Chairman.  Have  you  anvthing  else  to  tell  the  committee  ? 

Mr.  NiMEN.  Yes;  nol  regarding  the  shipyards,  but  T  have  some- 
thing else. 

The  Chairman.  What  is  it  about? 

Mr.  NiLSEN.  It  is  about  Alaska. 

The  Chairman.  Alaska? 

Mr.  NiLSEN.  Yes. 

The  Chairman.  In  connection  with  the  building  of  ships? 

Mr.  NiLSEN.  No,  sir;  not  in  connection  with  ships. 

The  Chairman.  It  has  nothing  to  do  with  ships? 

Mr.  NiLSEN.  It  has  nothing  to  do  with  ships. 

The  Chairman.  Well,  Mr.  Nilsen,  we  have  no  jurisdiction  over 
anything  else,  except  the  shipyards  and  the  operations  of  the  Ship- 
ping Board,  and  the  Fleet  Corporation,  as  well  as  the  construction  of 
these  ships  which  has  l>een  going  on.  If  you  have  anvthing  pertain- 
ing to  Alaska,  you  would  have  to  give  it  to  us  privately,  but  it  would 
not  properly  be  a  part  of  this  record. 

Mr.  NiLSEN.  I  thought  it  would  interest  you  to  get  onto  the  work 
of  the  German  agents,  and  (Corruption  in  office  of  certain  of  these 
officials? 

The  Chairman.  That,  you  see,  has  nothing  to  do  with  the  Ship- 
ping Board  or  the  shipyards? 

Mr.  NiLSEN.  No.  The  reason  I  tried  to  get  that  l>efore  the  United 
States  was  I  wanted  to  show  up  the  rottenness  of  what  was  going  on 
so  that  I  could  get  the  other  stuff  that  I  wanted  to  tell  also  before 
the  people. 

The  Chairman.  Now.  if  you  have  anything  with  reference  to 
Alaska  that  you  think  the  Government  ought  ta  know 

Mr.  Nilsen.  Yes. 

The  Chairman.  I  would  suggest  that  you  write  to  the  United 
States  Attorney  General. 

Mr.  Nilsen.  I  have  been  writing  to  the  United  States*  Attorney 
ixeneral  lots  of  times. 

The  Chair3ian.  Well,  if  you  write  to  him,  and  suggest  that  we 
told  you  to  do  it,  I  think  you  will  get  an  acknowledgment  from  him. 
But  we  have  no  jurisdiction  over  that  matter.  Now,  is  there  any- 
thing else  with  regards  to  ships  that  you  want  to  bring  to  the  at- 
tention of  this  committee? 

Mr.  Nilsen.  Why ;  no,  sir.  That  is  all  I  wanted  to  tell  you  about 
the  ships  down  there. 

The  Chairman.  Do  you  know  the  particular  ship  uj^on  which  you 
saw  this  work  done  did  actually  sink? 

Mr.  Nilsen.  I  understand  she  is  still  down  there. 

The  Chairman.  Down  where? 

Mr.  NmsEN.  Down  in  the  yard.  I  understand  that  she  has  been 
launched,  but  she  has  not  been  finished  yet. 

The  Chairman.  At  what  vard? 
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Mr.  N1L8EK.  The  Puget  Sound  Bridge  &  Dredging  Co.;  I  pre- 
some  they  have  got  it  in  the  same  yard  yet. 

The  Chaibman.  Can  you  tell  me  whether  that  same  hull  is  still 
there  to  show  where  these  treenails  were  driven  in  the  manner  in 
which  you  have  stated?  % 

Mr.  NnfiEN.  Yes;  pretty  close  to  it. 

The  Chairman.  And  would  it  show  that  the  treenails  had  not 
been  driven  in  there  the  proper  length,  and  that  the.  holes  there  had 
been  plugged  up? 

Mr.  Nii^EN.  xou  have  to  see  the  inspector;  telling  that  man  he 
said  he  was  going  to  send  the  inspector  aown. 

The  Chairman.  Telling  what  man?    Up  here  in  the  office? 

Mr.  Nilsen.  Yes;  in  the  office. 

The  Chairman.  He  said  he  would  send  an  inspector  down? 

Mr.  NiLSEN.  He  said  he  would  send  an  inspector  down  to  investi- 

Ste  that  right  of  way,  and  I  said  I  wanted  to  be  sure,  I  wanted 
n  to  give  me  evidence,  I  wanted  to  get  them  punished;  but  there 
has  been  no  one  punished  regarding  it. 

The  Chairman.  You  do  not  know  whether  the  inspector  ever 
went  there? 

Mr.  NiLSEN.  I  don't  know  whether  he  went  there  or  not. 

The  Chairman.  Did  he  tell  you  to  be  there  with  the  inspector  ? 

Mr.  XiLSEN.  No. 

The  Chairman.  What  would  there  be  to  indicate  to  a  person  who 
did  not  actually  see  what  you  have  described,  that  these  treenails 
were  driven  in  there,  and  were  cut  off  and  did  not  go  in  the  full 
len^h? 

Sir.  If iLSEN.  What  would  there  be  to  indicate  it  ? 

The  Chairman.  Yes. 

Mr.  NiLSEN.  There  would  be  nothing  to  indicate  it;  there  would 
be  nothing  there.    The  place  would  be  empty. 

The  Chairman.  It  would  be  what? 

Mr.  NiLSEN.  It  would  be  empty. 

The  Chairman.  But  you  said  that  the  holes  were  plugged  up? 

Mr.  NiiiSEN.  Of  course,  plujrged  u))  a  couple  of  inches,  you  know. 

The  Chairman.  How  could  you  tell,  by  standing  there  and  look- 
ins  at  it? 

Mr.  Nhben.  You  could  not  tell. 

The  Chairman.  How  could  you  tell  which  one  were  plugged  up 
and  which  ones  were  driven  in  the  proper  length? 

Mr.  NiLSEN.  You  couldn't  tell;  you  would  have  to  try  with  an 
auffer  and  drill  through  them. 

The  Chairman.  Do  you  think  from  what  you  saw,  you  could  re- 
member the  particular  planks  and  the  particular  frames  where 
they  were  put  in  ? 

Mr.  NiLSBN.  Well,  I  think  it  was  the  whole  width  from  the  keel  up, 
and  it  was  very  few  of  them  that  went  in  at  all. 

The  Chairman.  Mr.  Nilsen,  it  would  be  rather  a  serious  matter  to 
go  down  there  with  an  augur  and  bore  into  those  treenails  if  they 
were  in  the  proper  length  ? 

Mr.  NnjBEN.  I>on't  you  think  it  would  be  more  serious  if  it  went 
down  with  a  cargo  ? 

The  Chairman.  Yes,  sir;  but  if  they  were  all  right,  it  would  be 
rather 


166  SHIPPING  BOARD  OPERATIONS. 

Mr.  NiLSEN.  Tliey  ain't  all  right. 

The  Chairman.  The  question  I  am  getting  at  is,  How  can  you  pick 
out  the  particular  ones  that  are  not  all  right? 

Mr.  JfiLSEN.  Because  I  know  the  place  on  the  ship  where  I  worked; 
it  was  just  about  amidship;  and  it  would  only  take  a  little  time  to 
show  I  was  wrong. 

The  Chairman.  Could  you  tell  the  particular  hull  if  you  saw  it? 

Mr.  NUiSEN.  No;  I  could  not  tell  this  particular  hull.  I  would  have 
to  go  by 

The  Chairman.  How  could  you  tell  whether  you  were  on  the  right 
ship  or  not?  Suppose  vou  went  down  there  and  some  one  told  you 
this  is  hull  No.  18 ^ 

Mr.  NiLSEN.  By  the  records. 

The  Chairman.  What? 

Mr.  NiLSBN.  By  the  records. 

The  Chairman.  By  the  records.  Now,  suppose  we  had  the  district 
manager  here 

Mr.  NiiJ3EN.  Yes. 

The  Chairman.  And  you,  take  the  committee  down  there  and  an 
inspector,  and  they  should  say,  "Our  records  show  that  this  is  hull 
No.  13,"  and  you  say,  "This  is  where  that  occured";  would  you 
be  able  to  say  whether  that  really  was  thjB  ship  or  not? 

Mr.  NiusEN.  No,  sir;  it  was  No.  13  I  worked  at,  and  that  can  be 
easily  proved  by  others. 

The  Chairman.  How  are  you  going  to  prove  it? 

Mr.  Nilsen.  By  the  men 

The  Chairman.  How  are  you  going  to  prove  it  ? 

3Ir.  Nilsen.  I  am  not  going  to  prove  it.  I  am  going  to  let  you  gen- 
tlemen do  that. 

The  Chairman.  You  are  making  a  statement,  and  we  are  asking 
you  for  j)roof.    Now,  how  are  you  going  to  prove  it? 

Mr.  Nn^EN.  Do  you  mean  that  I  am  to  come  down  there  and  pick 
out  the  hull  where  it  has  been  done,  and  so  forth  ? 

The  Chairman.  Yes,  sir. 

Mr.  Nilsen.  If  you  are  going  to  give  me  all  that  work,  I  might  have 
quite  a  job,  especially  if  nobody  wants  me  to  find  it. 

The  Chairman.  But  are  you  certain  that  the  number  of  this  hull  is 
No.  13? 

Mr.  Nilsen.  No,  sir;  I  am  not  sure  of  it;  but  I  think 

The  Chairman.  How  are  you  going  to  be  sure? 

Mr.  Nilsen.  By  inquiring  of  the  boys  who  worked  with  me  on  the 
same  ship  at  that  time. 

The  Chairman.  Do  you  know  where  they  are? 

Mr.  Nilsen.  Yes;  I  know  some  of  them. 

The  Chairman.  You  do. 

Mr.  Nilsen.  Yes ;  I  guess  some  of  them  are  working  there  yet. 

The  Chairman.  You  guess  they  are? 

Mr.  Nilsen.  Yes. 

The  Chairman.  Well,  are  yoii  sure? 

Mr.  Nii^EN.  Why,  I  don't  have  to  be  sure ;  we  can  hunt  them  up 
and  see. 

The  Chairman.  Suppose  you  guess  wrong;  then  how  are  you 
going  to  prove  it? 
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Mr.  NiLSEN.  Well,  then,  we  will  go  some  other  place. 

The  Chairman.  And  keep  on  boring  ships.  What  we  would  like 
to  know  is  how  you  expect  to  locate  these  Doys  if  you  do  not  know 
their  last  names  and  only  know  their  first  names. 

Mr.  NiLSBN.  I  know  one  pretty  well;  a  carpenter. 

The  Chairman.  What  is  his  name? 

Mr.  NiusBN.  Johnson,  I  believe,  or  Johansen. 

The  Chairman.  What  is  his  first  name? 

Mr.  NiLSEN.  I  think  it  is  Karl ;  I  am  not  sure  about  that ;  but  I 
can  find  him  for  you. 

The  Chairman.  Can  you  find  him? 

Mr.  NiLSEN.  Yes. 

The  Chairman.  And  when  you  do  find  him,  can  you  find  out  the 
number  of  the  hull  that  this  work  was  done  on  so  that  yoii  will  be 
sore  of  it? 

Mr.  NiLSEN.  Well,  yes;  I  am  pretty  sure  of  that;  he  will  tell  me. 

The  Chairman.  How  lon^  will  it  take  you  to  find  him? 

Mr.  X1L8EN.  Well,  I  would  not  like  to  take  any  time  off  for  it.  If 
it  is  necessary,  then  I  will  do  so.  If  you  want  me  to  then,  I  will 
try  and  hunt  him  ud;  he  is  in  the  town  here  some  place,  because 
I  see  him  every  Sunday ;  we  ^o  home  on  the  boat ;  I  could  ask  him 
then,  but  if  you  want  him  be^re,  I  think  he  is  working  down  in  the 
yard. 

The  Chairman.  For  whom  was  he  working? 

Mr.  NiLSBN.  The  Puget  Sound  Bridge  &  Dredging  Co.  I  think 
he  has  been  working  there  right  along ;  he  is  a  carpenter. 

The  Chairman.  So  that  if  we  should  find  that  Karl  Johansen  is 
working  at  the  Puget  Sound  Bridge  &  Dredging  Co.  now 

Mr.  NiLSBN.  Yes ;  regarding  the  ships  that  I  worked  on. 

The  Chair^ian.  Wait  a  minute.  [Continuing:]  And  if  we  should 
find  that  he  is  working  there  now 

Mr.  NiMBN.  Yes. 

The  Chairman  (continuing).  And  should  ask  him  to  come  up 
here? 

Mr.  N1L8EN.  Yes. 

The  Chairman  (continuing).  You  know  that  he  would  vouch  for 
what  you  have  said? 

Mr.  NiLSEN.  No,  sir ;  I  was  talking  to  him  the  other  day^  and  he 
said  these  ships  that  we  built  was  all  right.  I  just  told  hxm  what 
happened  to  us,  and  he  says  thev  are  good.  He  blamed  it  on  me, 
because  I  did  not  tell  some  one  eLse  to  go  to  the  foreman  about  this 

business. 

The  Chairman.  How  are  you  then  going  to  prove  by  him  what 
hull  this  was  if  that  is  the  case? 

Mr.  NiLSBN.  It  was  the  hull  we  worked  on. 

The  Chairman.  How  are  you  going  to  prove  it  by  him  ? 

Mr.  N1L8EN.  Well,  because  I  worked  on  that  hull,  and  he  knows 
that  I  worked  on  that  hull. 

The  Chairman.  And  he  knows  the  number  of  it? 

Mr.  NiLSBN.  Yes ;  I  think  he  knows  the  number  of  it.  I  think  he 
mentioned  13.  I  was  only  in  that  yard  a  short  time.  I  was  working 
in  the  rigmng  gang  in  that  yard,  and  I  asked  for  a  job  as  fastener, 
and  aft^l  got  thai 
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The  Chairman.  When  did  you  get  through  working  in  the  ship- 
yard? 

Mr.  NiLSEN.  Well,  I  worked  at  Skinner  &  Eddy's  up  to  the  time 
of  the  big  strike  this  winter,  and  then  I  quit. 

The  Chairman.  And  you  have  not  been  working  since? 

Mr.  NiLSEN.  Oh,  yes. 

The  Chairman.  Not  in  the  shipyards? 

Mr.  NiLSEN.  Not  in  the  shipyards. 

The  Chairman.  You  didn't  go  back  to  work  after  the  strike  was 
settled? 

Mr.  NiLSEN.  No,  sir;  not  in  the  shipyards. 

The  Chairman.  Now,  assuming,  Mr.  Nilsen,  that  we  get  hold  of 
Johansen,  and  he  says,  "  I  don't  know  for  sure  what  the  number  of 
that  hull  was,"  how,  then,  are  you  going  to  show  us  the  right  hull  ? 

Mr.  Nilsen.  Why,  find  out  from  the  foreman  and  those  that  are 
working  down  there ;  that  is  an  easy  matter  to  find  out. 

The  Chairman.  Well,  I  wish  you  would  tell  us  the  easiest  way  to 
find  this  hull  on  which  you  say  there  treenails  were  driven  in  short. 

Mr.  Nilsen.  Go  down  to  the  inspector  down  there;  he  knows  the 
one  I  told,  and  he  was  supposed  to  go  down  there  at  that  time. 

The  Chairman.  You  have  told  us  you  did  not  report  it  to  the 
inspector  in  the  yard  ? 

Mr.  Nilsen.  I  called  this  the  inspector  ;^  this  man  that  I  notified  in 
this  building. 

The  Chairman.  Can  you  tell  us  who  the  inspector  was  that  you 
talked  with?     Would  you  know  him  if  you  saw  him  again? 

Mr.  Nilsen.  No;  but  I  should  think 

The  Chairman.  Don't  you  know  that  there  are  quite  a  large  num- 
ber of  men  working  in  this  building? 

Mr.  Nilsen.  Is  there  no  record  of  such  things  as  that? 

The  Chairman.-  Did  they  make  no  record  of  it  when  you  told  that 
to  them?  Did  you  see  them  make  anv  record  of  it  when  you  told 
them? 

Mr.  Nilsen.  No  ;  I  did  not  see  them  making  a  record. 

Mr.  Kelley.  Mr.  Nilsen  means  that  he  worked  on  only  one  sliip 
in  this  yard,  and  that  the  pay  roll  or  something  of  that  kind  will 
show  what  hull  he  worked  on. 

The  Chairman.  Is  that  so — ^that  you  only  worked  on  one  hull  in 
that  yard  all  the  time  you  were  working  there? 

Mr.  Nilsen.  When  I  was  fastening. 

The  Chairman.  And  that  was  only  three  or  four  days? 

Mr.  Nilsen.  Yes ;  that  shows  on  the  pay  roll,  of  course.  Of  course, 
that  was  different  pay  from  what  I  had  before. 

The  Chairman.  So  you  say,  now,  that  if  we  get  the  records,  the 
pay  roll  for  that  yard,  for  Jiily,  1918,  it  will  show  the  only  ship  on 
which  you  worked  as  a  fastener's  helper? 

Mr.  Nilsen.  I  don't  say  so,  but  I  presume  so;  I  should  think  that 
would  be  easy  to  find  out;  that  is,  the  ship. 

The  Chairman.  Now,  assuming  that  the  pay  roll  does  not  show 
that,  how  else  can  we  find  out  what  the  number  of  this  hull  was? 

Mr,  Nilsen.  Well,  we  will  find  it  out  from  the  boys  that  were 
working  there,  and  who  are  working  right  there  right  now  in  the- 
yard.    I  can  find  out. 
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The  Chairman.  Can  you  if  you  went  down  to  that  yard  ? 

Mr.  NiLSEN.  Why,  certainly. 

The  Chairman.  Wait  a  minute. 

Mr.  NiDSEN.  I  will  find  out. 

The  Chairaian.  If  you  went  down  there  to  that  yard  now  could 
vo«  find  out  the  boys  that  worked  with  you  on  that  particular  hull? 

Mr.  NiLSEN.  That  I  don't  know  anything  about;  I  can  find  some 
of  the  carpenters.  I  don't  know  whether  I  would  find  the  fasteners 
or  not;  I  have  seen  them  around  town  a  few  times  since  that  time. 

The  Chairman.  Well,  you  say  this  is  an  easy  thin^  to  find  out 
which  is  this  particular  hull  ? 

Mr.  NiLSEN.  Of  course. 

The  Chair3ian.  I  want  you  to  tell  us  how  we  are  going  to  do  it,  if 
the  only  way  that  we  can  do  it  is  through  the  pay  roll.  Now,  sup- 
jiose  the  pay  roll  does  not  show,  how  are  you  going  to  identify  this 
particular  boat  then? 

Mr.  NiLSEN.  Well,  by  those  who  have  been  in  the  yard. 

The  Chairman.  Where  are  they  ? 

Mr.  Nii^sEN.  I  can  go  down  there  and  }X)int  out  to  you  where  the 
shipt  was  standing  at  such  and  such  a  time,  and  surely  there  must  be 
men  down  there  who  would  know  what  ship  that  w4s.  • 

The  Chairman.  The  ship  that  was  being  worked  on  in  July,  of 
1918? 

Mr.  NiLSEN.  Sure. 

The  Chairman.  And  for  all  you  know,  that  ship  may  have  been 
completed  and  gone  to  sea  ? 

Mr.  NitflEN.  No,  sir;  because  as  I  told  you  a  little  while  ago  I  was 
talking  to  that  carpenter  the  other  day  about  them,  and  he  said  she 
was  still  down  there. 

The  Chairman.  Johanson  said  it? 

Mr.  Nii^EN.  Yes ;  he  knew  where  I  was  working  at  the  time. 

The  Chairman.  Yes. 

Mr.  NiLSEN.  Yes;  and  if  T  remember  right,  I  believe  it  was  hull 
No.  13  that  I  worked  on. 

The  Chairman.  Suppose  we  look  up  the  pay  rolls,  the  records  in 
this  office  ? 

Mr.  NiLSEN.  Yes. 

The  Chairman  (continuing).  And  suppose  that  we  find  that  in 
July,  1918,  you  worked  on  hull  No.  13  as  a  fastener's  helper,  and  that 
that  hull  is  still  in  the  vard,  or  is  still  in  some  of  the  waters  about 
Seattle? 

Mr.  NiLSEN.  Yes. 

The  Chairman.  And  do  you  say  that  you  can  still  go  down  aboard 
that  hull  and  tell  if  it  was  hull  No.  18,  whether  it  is  the  same  one  or 
not;  do  you? 

Mr.  NiLSEN.  No ;  I  don't  want  to  do  that. 

The  Chairman.  What? 

Mr.  NiLSEN.  Now,  we  have  got  to  take  somebodv  else's  word  for 
that. 

The  Chairman.  That  we  have  got  to  take  somebody  else's  word 
for  it?  Assuming  that  we  took  the  word  of  the  Shipping  Board  and 
also  the  word  of  the  man  who  had  charge  of  the  pay  roll. 

Mr.  NiLSEN.  Sure. 
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The  Chairman.  And  they  say  that  this  is  No.  13  ? 

Mr.  XiLSEN.  Sure ;  that  would  be  so. 

The  Chairman.  Now,  suppose  we  do  all  of  that? 

Mr.  NiLSEN.  Yes. 

The  Chairman.  And  we  take  you  down  to  that  hull,  will  you  still 
tell  us  that  that  is  the  ship  that  you  worked  on  ? 

Mr.  NiLSEN.  As  far  as  by  sight,  I  can  not;  nobody  can;  they  are 
all  alike.  Now,  I  could  go  down  in  the  hold  and  1  could  take  an 
augur  along  with  me  and  where  I  think  that  is  so  I  could  drill,  and 
I  could  find  out  whether  it  was  that  ship;  that  is  the  only  way  to 
ascertain  if  it  was  so  or  not ;  that  is  to  investigate. 

The  Chairman.  Yes ;  that  is  allright. 

Mr.  NiLSEN.  That  is  the  only  way. 

The  Chairman.  I  think  that  is  all. 

Mr.  Foster.  May  I  ask  a  question  there  ? 

The  Chairman.  Certainly. 

Mr.  Foster.  How  long  did  you  work  for  the  company  that  you 
were  working  with  when  this  happened  ? 

Mr.  NiLSEN.  I  did  not  work  very  long. 

Mr.  Foster.  How  long?    A  day,  or  a  week,  or  a  month? 

Mr.  Nhjsen.  Oh,  no ;  I  worked  a  couple  of  weeks. 

Mr.  Foster.  Did  you  quit  of  your  own  accord  ? 

Mr.  NiLSBN.  Yes,  sir. 

Mr.  Foster.  You  did? 

Mr.  NiiiSEN.  Well,  I  had  quite  a  bit  of  trouble  the  last  couple  of 
years,  and  I  went  to — ^that  other  business  that  I  would  .like  to  tell 
your  committee  about — I  went  to  Missoula,  Mont.,  I  think;  I  am 
pretty  sure. 

Mr.  Foster.  I  did  not  ask  you  where  you  went;  I  asked  you  why 
you  quit  that  job? 

Mr.  Niijsen.  I  went  to  British  Colombia. 

Mr.  Foster.  Why  did  you  quit? 

Mr.  Nilsen.  Because  I  nad  some  other  business;  I  went  to  Nelson, 
British  Columbia,  for  an  assay — ^to  assay  my  ore. 

Mr.  Foster.  You  never  went  back  to  that  job? 

Mr.  NnjSEN.  Not  to  that  job ;  no. 

Mr.  Foster.  What  was  the  next  job  you  went  to? 

Mr.  Nilsen.  Do  you  mean  what  I  done  after  that  ? 

Mr.  Foster.  Yes;  the  next  ship  job? 

Mr.  Nilsen.  Well,  I  think,  when  I  came  back  from  Nelson,  British 
Columbia,  I  went  to  work  in  Meacham  &  Babcock's  yards. 

Mr.  Foster.  So  that  from  the  time  you  quit  your  firat  position, 
how  long  were  you  gone  before  you  went  back  to  the  shipyards? 

Mr.  Nilsen.  Wait,  now,  till  I  tell  you 

Mr.  Foster.  I  don't  mean  exactly ;  a  week,  a  month,  or  a  year,  or 
what  was  it? 

Mr.  Nilsen.  Oh,  a  week,  a  month,  or  a  year?  I  think  it  was 
about  a  month  before  I  went  back. 

Mr.  Foster.  About  a  month  ? 

Mr.  Nilsen.  Yes,  sir. 

Mr.  Foster.  When  you  came  back,  why  didn't  you  try  to  go  back 
and  get  a  job  where  you  last  worked? 

Mr.  Nilsen.  In  the  Puget  Sound  Bridge  &  Dredging  Co.  yard? 
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Mr.  Foster.  Yes. 

Mr.  NiLBEN.  I  did  not  care  to  go  back  there. 

Mr.  Foster.  Why? 

Mr.  NiLSEN.  Just  because  I  wanted  to  do  pipe  fitting. 

Mr.  Foster.  Why  did  you  not  go  back  there  and  a3[  for  a  job  in 
the  same  line  of  work  ? 

ilr.  NiLSEN.  Because  I  went  to  a  different  kind  of  a  job. 

Mr.  Foster.  Because  it  paid  you  better ;  is  that  the  reason  f 

Mr.  NiusEN.  About  the  same ;  but  it  was  easy  work. 

Mr.  Foster.  The  reason  you  did  not  go  back  was  not  because  you 
thought  they  would  not  hire  vou? 

Mr.  NiLSEK.  No,  no ;  I  think  I  can  get  a  job  there  if  I  wanted  to. 

Mr.  Foster.  When  was  the  last  time  that  you  saw  this  man  you 
think  you  can  locate  and  who  can  identify  the  ship?  When  did 
YOU  last  see  him  ? 

Mr.  Nn^EN.  I  saw  him  last  Sunday;  but  I  did  not  talk  to  him 
then. 

Mr.  Foster.  When  did  you  last  see  him  and  talk  to  him  ? 

Mr.  NrusEN.  We  just  sat  down  there  and  visited  with  each  other. 

Mr.  Foster.  When  was  the  last  time,  I  say,  you  talked  to  him 
about  it  ? 

Mr.  NiLSEX.  Two  weeks  ago. 

Mr.  Foster.  On  Sunday? 

Mr.  NiLSEN.  Yes. 

Mr.  Foster.  Whereabouts? 

Mr.  NiLSEN.  On  the  boat. 

ilr.  Foster.  Who  else  was  there? 

Mr.  NiLSEN.  Oh,  gee  whiz,  a  whole  lot  of  people. 

Mr.  Foster.  Name  one  person  who  was  with  you  and  him? 

Mr.  NiLSEN.  With  me  besides 

Mr.  Foster.  Yes. 

Mr.  NiLSEN.  Besides  him? 

Mr.  Foster.  Yes. 

Mr.  NiLSBN.  Well,  you  know  we  got  home  together  every  Saturday 
and  come  back  to  work 

Mr.  Foster.  Yes ;  I  understand  that ;  but  can  you  name  one  person 
who  was  there  when  you  talked  to  him  ? 

Mr.  NiLSEN.  When  I  talked  to  him  ? 

Mr.  Foster.  Yes ;  when  you  talked  to  him  the  last  time  about  it. 

Mr.  NiLSEN.  No;  there  was  some  people  standing  about  there. 

Mr.  Foster.  Had  you  ever  talked  with  him  about  it  from  the  time 
it  happened  until  two  weeks  ago  last  Sundajr  ? 

Mr. NiLSEN.  Well,  yes;  every  once  in  a  while;  we  are  living  in  the 
same  place. 

Mr.  Foster.  How  far  from  or  how  near  do  you  live  to  him? 

Mr.  NiLSEN.  I  mentioned  it  to  him  . 

Mr.  Foster.  Don't  go  into  that ;  how  near  do  you  live  to  him  ? 

Mr.  NitsBN.  About  a  mile  or  so ;  something  like  that. 

Mr.  Foster.  You  are  not  sure  of  his  first  name? 

Mr.  NiLSEN.  I  think  it  is  Earl  Johansen. 

Mr.  Foster.  You  say  you  are  not  sure  of  that? 

Mr.  NiLSEN.  I  am  pretty  sure. 

Mr.  Foster.  Are  you  sure  of  his  name? 
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Mr.  NiLSEN.  Yes ;  I  am  sure  of  his  last  name. 

Mr.  Foster.  There  is  no  Question  about  it  in  your  mind? 

Mr.  NiLSEN.  No;  not  mucn. 

Mr.  Foster.  Can  you  bring  one  person  that  worked  with  you  on 
that  part  of  the  job? 

Mr.  NriiSEN.  Do  you  mean  the  names? 

Mr.  Foster.  Yes. 

Mr.  NiLSEN.  No,  sir ;  I  can  not,  as  I  had  been  there  only  three  or 
four  days,  and  I  did  not  stay  there  long. 

Mr.  h  osTER.  You  said  you  vorked  there  only  three  or  four  days  on 
that  job? 

Mr.  NiLSEK.  Yes;  of  course. 

Mr.  Foster.  The  last  name  or  the  first  name  of  any  person  who 
worked  on  that  ship  with  you,  can  you  give  them? 

Mr.  NiLSEN.  No,  sir ;  I  never  inquire  people's  names  when  I  work 
with  them,  unless  being  acquainted  with  them  a  long  while. 

Mr.  Foster.  Who  was  the  first  person  that  you  told  about  it  after 
you  saw  it,  after  you  saw  this  defective  work  and  knew  that  it  might 
mean  the  sinking  of  this  ship;  who  was  the  first  person  you  spK>ke 
to  about  it? 

Mr  NiLSEN  I  think  the  first  one  I  told  was  Prof  Davis,  the  school- 
teacher 

Mr.  Foster.  How  long  Avas  it  from  the  day  you  saw  this  bad  work 
done  on  the  hull  imtil  you  told  Prof.  Davis? 

Mr.  NiLSEN.  Onlj^  a  few  days. 

Mr.  Foster.  Where  was  Prof.  Davis  when  you  saw  him? 

Mr.  NiriSEN.  He  was  on  the  boat. 

Mr.  Foster.  Who  was  there  when  you  told  Prof.  Davis  about  it  ? 

Mr.  NiLSEN.  I  can  not  remember. 

Mr.  Foster.  You  do  not  remember  anybody? 

Mr.  NiLSEN.  No. 

Mr.  Foster.  Whom  did  you  next  tell  after  Prof.  Davis  ? 

Mr.  NiLSEN.  Oh,  I  might  have  told  lots  of  people. 

Mr.  Foster.  I  did  not  ask  you  whom  you  might  have  told.  Do  you 
remember  telling  any  pei-son  after  you  told  Prof.  Davis? 

Mr.  NiLSEN.  Yes ;  I  remember  writing  to  Mr.  Densmore. 

Mr.  Foster.  To  whom  did  you  talk  to  about  it? 

Mr.  NiLSEx.  To  the  boys,  in  conversation  amongst  ourselves. 

Mr.  Foster.  Well,  do  you  remember  who  you  next  told  after  you 
told  Prof.  Davis? 

Mr.  NiLSEN.  I  told  the  boys. 

Mr.  Foster.  What  is  the  name  of  one  of  them  ? 

Mr.  NiLSEN.  I  could  not  say.  They  would  probably  be  all  over;  I 
could  not  give  you  their  addresses ;  tliey  are  people  I  have  been  work- 
ing with. 

Mr.  Foster.  What  did  you  write  to  Mr.  Densmore  about  it? 

Mr.  NiLSEN.  I  addressed — ^I  think  I  can  get  that  for  you. 

Mr.  Foster.  Do  you  know  in  what  month  you  wrote  to  him? 

Mr.  NiLSEN.  I  think  it  was  in  November. 

Mr.  Foster.  And  this  happened  in  July? 

Mr.  NiLSBN.  Yes. 

Mr.  Foster.  It  was  four  months  before  you  wrote  himt 

Mr.  NiLSEN.  Yes. 
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Mr.  Foster.  Did  you  write  to  anybody  else  before  you  wrote  to 
Mr.  Densmore? 

Mr.  NiLSEN.  No ;  I  don't  think  so. 

Mr.  Foster.  What  montli  would  you  say  that  you  came  to  this 
building  and  told  about  that? 

Mr.  NiLSEN.  That  was  in  November. 

Mr.  Foster.  Then,  from  July  to  November,  four  months,  you  can 
not  think  of  anv  person  that  you  wrote  to  or  talked  to  about  it  except 
this  Prof.  Davis  f 

Mr.  Foster.  Why  did  you  not,  when  you  were  thinking  all  the 
lime  while  they  were  completing  the  vessel  that  it  might  go  down? 

Mr.  NiLSEN.  Well,  it  was  no  use. 

Mr.  Foster.  How  did  you  know  it  was  no  use? 

Mr.  NiLSEN.  Because  I  had  tried  it  in  other  matters  more  impor- 
tant than  that. 

Mr.  Foster.  Now.  in  July,  August,  September,  and  October  why 
<lid  you  not  come  to  this  office  and  complain? 

Mt.  Nii*skn.  Because  I  came  to  this  oiBce  when  I  saw  it  in' this 
paper  that  there  was  a  commission  coming  up  from  Washington  to 
investigate  these  people,  and  that  is  the  reason  that  I  have  brought 
it  to  you  now,  because  I  did  not  want  to  go  to  these  people,  because 
1  knew  it  was  no  use,  and  T  can  prove  it  was  no  use. 

Mr.  Foster.  You  saw  in  the  paper  this  committee  was  coming  last 
November? 

Mr.  NiLSEN.  Yes;  I  said  this  commission;  that  is  what  I  referred 
to;  that  commission  in  the  pai3er  at  that  time.  My  grammar  may 
not  be  all  right,  but  you  understand  what  I  am  talking  about. 

Mr.  Foster.  But  this  committee  had  no  idea  of  coming  here  at  that 
time.    Do  3'ou  mean  another  committee? 

Mr.  NiLSEN.  There  was  a  committee  appointed  at  that  time  to  in- 
vestigate the  sinking  of  ships  on  the  Pacific  coast,  and  tliat  is  the  rea- 
son I  wanted  this  committee  to  be  told  what  I  knew. 

Mr.  Foster.  Why  did  you  not  come  up  four  months  before  that  to 
this  office  and  file  a  complaint,  and  tell  somebody  that  a  vessel  was 
l)€ing  constructed  that  way  ? 

Mr.  N1L8RN.  I.tried  to ;  I  did  not  think  it  was  any  use  to  tell  them ; 
and  I  tried  to  ship  back  East  from  this  office ;  I  was  brought  up  on 
the  sea  and  I  uncferstand  about  sailing;  1  was  a  sailor  when  I  was 
young;  I  went  to  sea  for  two  or  three  years;  and  I  wanted  to  get 
back  to  Washington  and  tell  about  this  matter  and  other  things  at 
that  time,  and  I  could  not  get  a  ship.  I  was  here  lots  of  times ;  and 
they  told  me  they  would  telephone  me ;  I  could  get  lots  of  ships  going 
to  the  Philippines,  but  I  never  could  get  a  ship  going  back  East, 
and  they  were  going  back  East  there  eAery  day;  I  thought  there  was 
something  rotten  here,  because  they  knew  what  I  was  after,  and  I 
did  not  bother  to  come  here. 

Mr.  Foster.  Who  was  it  that  knew  what  you  were  after? 

Mr.  Ntlsen.  ^Vhy,  when  I  could  not  get  a  ship,  I  thought  they 
must  know  what  I  was  after,  to  tell  back  there,  and  they  did  not 
Tvant  to  let  me  go,  because  there  were  ships  every  day  at  that  time, 
going  back,  and  I  was  a  sailor,  and  they  needed  sailors,  and  I  was 
up  here  many  times,  and  inquired. 

Mr.  Foster.  That  is  the  reason  you  did  not  come  up  here  and  com- 
plain? 
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Mr.  NiisEN.  Yes. 

Mr.  Foster.  But  you  did  come  up  here  as  soon  as  the  armistice 
was  signed,  did  you  not?  You  came  up  here  in  November  as  soon  as 
the  war  was  over? 

Mr.  NiLSEN.  No,  sir ;  the  war  was  not  over. 

Mr.  Foster.  What  time  did  you  come  here. 

Mr.  NiLSEN.  I  was  doing  all  I  could  at  that  time,  Mr.  Foster. 

Mr.  Foster.  My  question  was  when  you  came  here. 

Mr.  NiLSEN.  It  wis  the  first  part  of  Koyember. 

Mr.  Foster.  How  long  before  the  armistice  was  signed  were  you 
up  here? 

Mr.  NiLSEN.  I  do  not  know;  I  think  it  was  the  10th  or  the  11th, 
or  something  like  that ;  I  ain't  sure,  but  I  can  find  it  out. 

Mr.  Foster.  How  long  were  you  here  before  the  armistice  was 
signed  to  file  the  complaint  in  this  office? 

Mr.  NiLSEN.  I  can  not  tell  you  the  exact  date,  unless  I  look  it  up 
in  my  notes. 

Mr.  Foster.  I  don't  mean  exactly,  but  how  long  were  you  here 
before  the  armistice  was  signed;  a  day  or  two? 

Mr.  NiLSEN.  When  was  the  armistice  signed  ? 

Mr.  Foster.  It  does  not  matter  when ;  how  long  was  it  between  the 
time  you  were  here  and  when  it  was  signed  ? 

Mr.  NiLSEN.  That  I  could  hot  say ;  I  did  not  take  enough  interest  in 
that  to  look  into  those  different 

Mr.  Foster.  But  you  say  you  kept  notes?  What  do  you  keep 
those  notes  in? 

Mr.  NiLSEN.  Oh,  these  are  not  notes  for  publication  at  all. 

Mr.  Foster.  I  did  not  ask  you  whether  they  were  notes  for  pub- 
lication ;  I  asked  you  what  do  you  keep  them  in. 

Mr.  NiLSEN.  In  a  notebook. 

Mr.  Foster.  What  kind  of  a  book  ? 

Mr.  NiLSEN.  What  kind  of  a  book? 

Mr.  Foster.  Yes. 

Mr.  NiLSEN.  Oh,  just  a  regular  common  notebook. 

Mr.  Foster.  How  long  have  you  been  keeping  it? 

Mr.  NiLSEN.  Well,  off  and  on  for  years,  tor  certain  things  I  want 
to  remember. 

Mr.  Foster.  Well,  do  you  always  want  to  put  something  in  it 
every  day. 

Mr.  NiLSEN.  Oh,  no;  I  have  not  done  it  as  much  as  I  ought. to, 
because  I  ought  to  have  kept  a  record,  and  I  have  not  done  that. 

Mr.  Foster.  In  that  book  did  you  set  down  on  the  day  you  saw  this 
defective  work  done  on  the  ship,  did  you  put  some  in  that  book  that 
day. 

Mr.  NiLSEN.  I  may  have. 

Mr.  Foster.  Well,  you  don't  know  whether  you  did  or  not. 

Mr.  NiLSEN.  I  don't  know  whether  I  did  on  that  day  or  not. 

Mr.  Foster.  Well,  did  you  write  something  in  that  book  when  you 
saw  that  bad  work  done? 

Mr.  NiLSEN.  Yes;  I  have  something  of  that  kind  in  my  book,  I 
think. 

Mr.  Foster.  I  did  not  ask  you  that.  On  that  day  did  you  write 
something  in  that  book? 
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Mr.  NiLSEX.  No;  not  that  day. 

Mr.  Foster.  Why  not  ? 

Mr.  NiiiSEN.  Well,  because  I  depend  upon  my  memory  for  that; 
I  dont  write  down  everything  every  day. 

Mr.  Foster.  Well,  if  you  depend  upon  memory^  what  do  you  use 
your  book  for?  ^ 

Mr.  NiDSEN.  When  things  go  along  a  certain  time,  there  are  cer- 
tain things  that  you  want  to  remember,  and  then  you  put  them  down. 

Mr.  Foster.  You  go  along  a  while,  and  then  that  that  you  want 
to  remember  you  put  that  in  your  book? 

Mr.  NiLSEN.  Yes. 

Mr.  Foster.  How  long  after  this  happened  do  you  think  you  put 
it  in  the  book. 

Mr.  NiLSEN.  I  can  not  recall. 

Mr.  Foster.  A  day  or  two,  or  a  month,  or  how  long? 

Mr.  Nelsen.  I  could  not  say ;  I  would  not  try  to  answer. 

Mr.  Foster.  Have  you  got  that  book? 

Mr.  NiLSEN.  That  has  nothing  whatever  to  do  with  this? 

ilr.  Foster.  You  can  g6t  that  book  now  ? 

Mr.  NiLSEN.  I  think  so;  I  think  it  is  over  home  there.  I  think  I. 
can  find  it 

Mr.  Foster.  Don't  you  know  where  it  is,  if  it  is  important? 

Mr.  NiLSEN.  Yes;  1  know  where  it  is  if  it  is  there;  but  that  book 
would  not  help  you  any ;  that^  is  only  for  myself. 

Mr.  Foster.  It  would  help  some  if  it  had  the  dates  in  it,  would  it 
not?    Would  it  not  help  us  if  it  had  dates  in  it? 

Mr.  NiLSEN.  Regarding  the  ship? 

Mr.  Foster.  Regarding  anything;  as  to  the  ship,  for  instance,, the 
time  you  came  to  the  office  here  with  reference  to  the  armistice;  if 
you  had  the  dates  in  it  would  it  not  help  us? 

Mr.  NnjSEN.  I  have  letters  that  I  wrote  to  certain  people,  and  I 
could  tell  from  that  about  what  time  it  was. 

Mr.  Foster.  I  am  talking  about  this  thing;  if  it  had  dates  in  it,  it 
would  help  us,  would  it  not? 

Mr.  NiLSEN.  I  don't  know  that  I  wrote  in  it  the  dates  regarding 
this  thing  or  not,  I  have  not  written  in  that  book  about  that  matter ; 
if  I  wrote  down  the  dates  I  don't  remember  it  right  now. 

Mr.  Kelley.  Mr.  Nilsen,  I  think  you  said  at  the  start  that  you 
thought  that  this  imperfect  work  was  done  on  purpose? 

Mr.  Nilsen.  Yes. 

Mr.  ElEllbt.  Let  us  say,  it  was  done,  you  say,  premeditatedly  ? 

Mr.  Nilsen.  Sure  it  was. 

Mr.  Kelley.  Was  it  your  idea  that  it  was  done  imperfectly  because 
it  was  saving  the  company  some  money,  or  was  it  because  some  one 
workinff  there  was  pro-German  ? 

Mr.  Nilsen.  I  believe  it  was  done  deliberately  to  sink  the  ships ; 
it  looked  like  it  was  done  by  German  agents;  I  believe  they  were 
paid  to  do  that. 

Mr.  Kelley.  In  other  words,  you  think  the  man  in  charge  of  the 
work  on  this  particular  hull 

Mr.  Nilsen.  Yes. 

Mr.  Kelley  (continuing).  Was  sympathetic  toward  the  Germans 
rather  than  to  the  United  States? 
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Mr.  NiLSEN.  I  surely  can  not  think  anything  else. 

Mr.  Kelley.  You  do  not  think  the  imperfect  work  was  the  re- 
sult of  any  directions  given  by  the  company  that  built  the  ship,  do 
you  ? 

Mr.  NiLSEN.  No;  I  do  not  know  a  thin^  about  that? 

Mr.  KeMiEY.  You  would  not  think  tnat,  would  you,  generally 
speaking? 

Mr.  NiLSEN.  I  would  not  try  to  think  about  that  at  all. 

Mr.  Kelley.  What  you  are  trying  to  think  is,  that  probably  some- 
body in  charge  of  this  ship  was  a  Grerman  sympathizer  ? 

Mr.  NiLSEN.  And  the  Snipping  Board  I  told  it  to  and  the  others 
I  have  been  telling  it  to 

The  Chairman.  Mr.  Frick,  do  you  wish  to  ask  some  questions? 

Mr.  Frick.  You  say  these  are  the  treenails  that  go  into  the  bot- 
tom of  the  ship? 

Mr.  NiLSEN.   1  es. 

Mr.  Frick.  They  were  driven  up  through  planking? 

Mr.  NiLSEN.  Yes. 

Mr.  Frick.  Into  the  frame? 

Mr.  NiLSEN.  Yes. 

Mr.  Frick.  This  would  be  the  planking  of  the  ship;  this  the 
frame,  and  this  would  be  the  planking,  and  inside  is  what  is  known 
as  the  ceiling  [indicating]  ? 

Mr.  NiLSEN.  Yes. 

Mr.  Frick.  Your  treenails  are  driven  up  through? 

Mr.  NiLSEN.  Yes;  driven  up  through. 

Mr.  Frick.  And  a  great  many  of  them  were  too  small  to  fit  the 
holes? 

Mr.  NiLSEN.  Those  came  out  again;  those  would  not  stay;  those, 
that  were  too  small,  but  the  big  ones — ^the  small  ones  would  come 
out. 

Mr.  Frick.  As  a  matter  of  fact,  the  augur  used  in  boring  the 
holes  is  supposed  to  be  of  the  same  diameter  as  the  treenails  ? 

Mr.  NiLSEN.  Yes. 

Mr.  Frick.  I  wanted  to  bring  out  the  fact  that  if  any  of  them 
were  too  small,  they  would  fall  out  on  the  floor? 

Mr.  NiLSEN.  But  they  have  a  machine  to  make  those  treenails,  and 
they  can  make  them  big  or  small  as  they  see  fit;  that  machine  was 
not  working  right  that  day. 

Mr.  Kelley.  T  judge  from  what  you  ^intimate,  that  you  want  to 
make  some  reports  about  the  activities  of  the  (lermans — am  I  right 
about  that — ^that  you  were  sort  of  helping  out  in  that  work  of  catch- 
ing German  spies,  and  German  sympathizers? 

Mr.  NiLSEN.  Well,  I  was  trying  to  help  myself;  I  was  trying  to 
expose  these  people. 

Mr.  Kelley.  These  Germans?     Is  that  what  you  mean? 

Mr.  NiLSEN.  I  don't  know;  I  think  there  were  lots  of  Germans 
amongst  them. 

Mr.  Kelley.  Pro-German  sympathizers? 

Mr.  NiLSEN.  Yes. 

Mr.  Kelley.  Those  that  favored  the  German  cause? 

Mr.  NiLSEN.  Yes ;  I  was  doin^  that  whenever  I  could. 

Mr.  EIblley.  Were  you  working  in  connection  with  any  organiza- 
tion here  in  Seattle? 
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Mr.  N11.SBN.  None  whatsoever? 

Mr.  Kellet.  There  was  such  an  organization  here  in  Seattle,  was 
there  not? 

Mr.  N1L8EK.  Oh,  there  were  lots  of  organizations. 

Mr.  Kellet.  Government  or^nizations? 

Mr.  NiLSEN.  Do  you  mean  the  Four-Minute  Men  or  the  Minute 
Men? 

Mr.  B^ELLET.  No:  but  what  did  they  call  this  organization? 

The  Chairman.  The  Council  of  National  Defense. 

Mr.  Kellet.  You  were  not  on  their  staff  or  on  the  staff  of  any 
Government  agent? 

Mr.  NiLSBN.  No. 

Mr.  KxLLET.  How  did  you  happen  to  get  interested  in  this  special 
line  of  investigation;  any  particular  reason? 

Mr.  NiLSEN.  What  do  you  mean? 

Mr.  BIellet.  How  did  you  happen  to  get  interested  in  hunting 
down  these  German  sympathizers? 

Mr.  NiLfiEN.  Well,  this  is  what  I  seen,  when  I  spoke  of  what  they 
done  on  the  ship ;  I  wanted  to  tell  that. 

Mr.  Kbllet,  Exactly. 

Mr.  NUiSEN.  Because  I  thought  when  these  matters  were  taken  up 
I  wanted  to  get  something  else.  What  I  would  like  to  tell  is  what 
they  have  done  regarding  me  and  my  business.  I  wanted  to  ^et 
that  out.  I  wanted  to  tell  about  Mr.  K^ams,  Mr.  Foster,  Mr.  Sim- 
mons, and  lots  of  those  Government  officials  that  are  supposed  to 
look  after  the  interests  of  the  United  States.  I  would  like  to  tell 
about  them ;  that  is  what  I  was  after,  to  expose  those  people. 

Mr.  Kellet.  Were  you  bom  in  this  country? 

Mr.  NiLSEN.  No ;  I  was  not. 

Mr.  ElElley.  I  do  not  suppose  you  know  our  general  machinery 
of  law  enforcement  in  the  United  States?  You  do  not  know  about 
the  office  of  the  district  attorney?  Did  you  faiow  that  there  was  a 
United  States  marshal  and  a  United  States  district  attorney? 

Mr.  NiLSEN.  Yes. 

Mr.  Kellet.  And  United  States  courts. 

Mr.  Nilsen.  Yes. 

Mr.  Keij.ky.  You  did  not  go  to  see  them? 

Mr.  Nilsen.  You  bet  I  did.  Do  you  know  Clay  Allen,  that  is  out 
for  the 

Mr.  Kellet.  I  don't  know  anything  about  him. 

Mr.  Nilsen.  Yes;  I  was  around  to  him. 

Mr.  Kellet.  I  think  you  are  a  pretty  good  boy. 

Mr.  Nilsen.  I  was  to  Clay  Allen,  and  I  went  to  Mr.  Foster. 

Mr.  Foster.  Who  is  this  Mr.  Foster  you  are  talking  about? 

Mr.  Kellet.  He  is-  United  States  district  attorney,  is  he  not,  or 
the  assistant? 

Mr.  NiLsoN.  No ;  Capt.  Foster  was  the  head  of  the  Secret  Service. 

Mr.  ElELLet.  This  young  man  was  helping  the  Government  ferret 
out  these  pro-Germans  and  alien  enemies. 

Mr.  Nilsen.  Well,  they  surely  were  alien  enemies  here.  They 
were  enemies  of  the  United  States. 

Mr.  Kellet.  It  really  was  too  bad  that  you  did  not  step  into 
the  office  of  this  corporation  and  simply  tell  somebody  in  the  office 
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of  the  corporation  where  these  ships  were  being  built  and  where  the 
defective  work  was  being  done  on  them;  that  would  have  made  a 
great  deal  of  difference. 

Mr.  NiiiSEN.  Yes ;  that  might  be  so,  but  I  was  prejudiced. 

Mr.  Ejsllbt.  Because  it  is  hardly  probable  that  they-  were  build- 
ing ships  in  this  inferior  manner  with  the  authority  of  the  builder/ 
don't  you  see ! 

Mr.  NiLSEN.  No. 

Mr.  Kelley.  There  are  some  bad  young  men  there,  and  it  is  too 
bad  your  information  did  not  get  to  somebody  who  had  authority 
to  stop  it? 

Mr.  NiLSEN.  That  is  right.  I  may  have  been  a  little  too  technical. 
When  I  seen  it  in  the  yard,  I  probably  took  it  for  granted  that  they 
were  no  good,  and  that  is  one  of  the  reasons  I  wanted  to  get  this  in 
the  worst  way  before  Washington. 

Mr.  Kelley.  Did  you  tell  the  district  attorney  about  this  ship- 
building matter,  or  just  your  personal  matters? 

Mr.  NiLSEN.  Yes ;  I  told  Mr.  Fay,  who  was  the  special  agent ;  I  was 
trying  to  tell  it  to  Mr.  Simmons,  but  they  did  not  have  interest 
enough  to  listen  to  me;  they  just  did  not  want  to  listen  to  me. 

Mr.  Kelley.  I*hnagine  that  they  thought  probably  that  you  had 
just  some  little  personal  grievance  about  somebody? 

Mr.  NiLSEN.  No ;  I  had  no  grievance. 

Mr.  Kelley.  You  did  not  have  any  troube  with  the  foreman  or 
the  boss  ? 

Mr.  NiLSEN.  No,  sir ;  I  did  not  have  any  trouble  with  the  foreman 
or  the  boss. 

Mr.  Kelley.  Very  often,  you  know  people  have  a  little  grievance, 
and  get  discharged. 

Mr.  NiLSEN.  No;  the  man  who  put  me  on  there  was  a  nice  man: 
he  was  my  own  countryman,  who  gave  me  this  job  to  give  me  a  little 
more  money.  That  man,  that  fastening  boss  was  a  nice  man  to  work 
for,  and  I  got  no  grudge  against  any  of  them.  The  yard  was  all  right 
to  work  in. 

Mr.  Kelley.  I  have  no  doubt  this  company  will  be  very  glad  to  in- 
vestigate this  matter  and  find  out  if  those  conditions  exist,  because 
it  is  hardly  likely  that  they  know  anything  about  it.  Yon  are  not 
a  socialist,  are  you,  Mr.  Nilsen? 

Mr.  Nilsen.  Well,  I  don't  know;  I  am  not  supposed  to  be  a 
socialist.    I  don't  belong  to  the  Socialist  Party. 

Mr.  Kelley.  You  do  not  belong  to  the  Socialist  organization  here^ 
do  you,  Mr.  Nilsen  ? 

TAt.  Nilsen.  I  do  not  belong  to  the  Socialist  organization. 

Mr.  Keli^y.  Nor  to  the  I.  W.  W.,  nor  to  any  o?  those  things? 

Mr.  Nilsen.  No  ;  I  do  not  belong  to  it.  They  are  likely  to  make 
you  belong  to  it,  if  things  go  on  like  this. 

Mr.  Kelley.  If  they  don't  use  you  better? 

Mr.  Nilsen.  Yes. 

Mr.  Foster.  You  were  telling  about  this  man  Foster,  and  this  man 
Simmons,  and  you  named  two  or  three  here  ? 

Mr.  Nilsen.  Yes. 

Mr.  Foster.  Did  you  tell  any  of  them  about  this  when  you  came 
to  them. 
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Mr.  NiLSEN.  I  say,  I  was  trying  to  tell  him  about  my  trouble  up  in 
Alaska,  but  they  aid  not  want  to  listen  to  that.  I  told  them  in  a 
general  way. 

Mr.  Footer.  Did  you  tell  this  man  Foster,  the  Secret  Service  man, 
about  this  vessel. 

Mr.  NnjBBN.  No ;  I  have  been  to  Mr.  Foster  before. 

Mr.  Foster.  And  he  did  not  want  to  do  anything  regarding  the 
other  matter? 

Mr.  NiLSEN.  No. 

Mr.  FosrnsR.  You  did  not  mention  this  to  him  ? 

Mr.  NiLSEN.  No. 

Mr.  Foster.  There  was  a  third  man  you  mentioned  besides  Fay 
and  Foster;  there  was  somebody  else? 

Mr.  NujSEN.  I  was  down  to  see — ^I  wrote  to  the  postal  inspector. 

Mr,  Foster.  Now,  what  I  am  asking  you  is  this:  You  do  not  re- 
manber  telling  any  of  those  men  about  this  incident  of  what  hap- 
pened to  this  hull  ? 

Mr.  NiLflEN.  No;  I  was  going  to  tell  you  about  that  inspector 
donTi  in  the  postal  department — m  the  post  office. 

Mr.  Foster.  That  was  the  Government  post-office  inspector? 

Mr.  Nii^EN.  Yes;  I  had  been  complaining  about  changing  my 
mail,  etc- — ^getting  mv  mail  and  reading  about  mail — ^and  I  was  tell- 
ing him  about  lots  of  things,  and  at  the  same  time  I  told  him  about 
this.  I  asked  him  about  the  matter,  about  things  down  there,  just 
to  show  him  about  the  trouble  with  the  pro-Uerman  people  and 
what  they  were  doing  to  him. 

Mr.  Foster,  What  is  his  name  ? 

Mr.  NUiSEN.  He  is  the  head  man  down  there  in  charge  of  the  Gov- 
ernment work ;  I  think  his  name  is  Swanson.    Is  it  not  t 

Mr.  Foster.  I  don't  know.  They  have  diflferent  post-office  in- 
spectors. 

Mr.  NiiiSEN.  I  don't  know,  but  I  think  it  is  Swanson ;  I  know  he 
has  a  Swedish  name. 

Mr.  Keuuet.  These  persons  who  bothered  your  mail  were  trying 
to  do  you  some  personal  harm,  were  they  ? 

Mr.  Nilken.  Yes,  sir;  they  have  tried  to  do  me  all  the  harm  they 
could,  when  they  tried  to  do  something  to  both  me  and  my  family, 
as  they  said ;  for  I  caught  them  chan^ng  my  ore  that  I  had  sent 
out  to  have  analyzed.  When  I  complamed  to  the  postal  authorities, 
they  did  not  do  anything ;  and  I  have  been  writing  to  Congressmen, 
and  one  of  them  is  Mr.  Wickersham;  that  is,  the  Delegate  from 
Alaska. 

Mr.  Kklley.  Of  course,  they  are  a  long  ways  off  to  handle  a  thing 
like  that  The  proper  place  to  go  is  to  the  prosecuting  attorney  or 
the  district  attorney. 

Mr.  NiLSEN.  WeU,  yes ;  I  have  been  there,  but,  apparently,  they  do 
not  respond.    I  have  been  there. 

Mr.  teEM*EY.  We  do  all  we  can  in  Washington,  but  we  are  a  long 
yffij  off. 

Mr.  NiLAEN.  He  was  a  Delegate  to  Congress,  Mr.  Wickersham, 
when  I  sent  the  ore.  I  told  him  what  the  ore  contained  at  that  time, 
and  I  asked  him  to  give  it  analysis,  and  I  sent  him  the  money  to  do 
it,  and  instead  of  giving  it  an  analysis  he  gave  it  any  assay  for 
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gold,  and  he  sent  me  the  money  back.  He  did  not  do  what  I  asked 
him  to  do,  and  I  can  prove  that  by  the  Geological  Survey  and  the 
Bureau  of  Mines  and  many  others.  A  Grovemment  geologist  going 
to  Alaska  and  not  telling  the  truth  regarding  what  they  find  up 
there;  they  are  withholding  their  report,  and  the  Bureau  of  Miaes 
gave  me  false  returns  on  the  ore  I  sent  there. 

The  Chairman.  Now,  Mr.  Nilsen,  if  we  can  get  records  to  show 
that  hull  No.  13  is  the  ship  you  worked  on,  and  that  ship  is  still  down 
,  there,  you  say  that  you  can  and  are  willing  to  point  out  to  the  com- 
mittee or  to  the  members  of  the  Shipping  Board  the  places  'where 
they  can  find  these  short  treenails? 

Mr.  NiiiSBN.  Yes ;  short  treenails. 

Mr.  Keuley.  Well,  are  you  willing  to  go  down  there  yourself  with 
and  auger  and  l>ore  in. 

Mr.  NiLSEN.  Yes. 

The  Chairman.  After  they  make  sure  that  is  the  hull  of  the  ship 
you  worked  on  ? 

Mr.  NiLSBN.  I  don't  know ;  the  ceiling  has  to  come  off  on  the  inside; 
the  treenails  are  ceiled  on  the  inside  right  around  the  engine  room. 

Mr.  Hadley.  How  do  you  si)ell  your  last  name? 

Mr.  NiLSEN.  N-i-1-s-e-n. 

Mr.  Hadley.  There  are  several  ways  of  spelling  that  name. 

Mr.  NiLSEN.  That  is  the  way ;  they  call  me  Nelson,  lots  of  people. 

The  Chairman.  Did  you  give  us  your  address  so  that  we  could 
reach  you  if  we  wanted  you  again? 

Mr.  NiLSEN.  Yes;  it  is  5311  Russell  Avenue. 

The  Chairman.  Seattle? 

Mr.  NiLSEN.  Yes. 

The  Chairman.  Have  you  a  telephone  number? 

Mr.  NiLSEN.  I  think  Mr.  Fisher  has  the  telephone  number. 

The  Chairman.  Well,  have  you  got  a  telephone? 

Mr.  NiLSEN.  No;  I  have  not  got  a  telephone,  but  the  house  I  am 
staying  in  has  a  telephone  numl)er  there. 

The  Chairman.  I  see.  Well,  we  may  get  in  touch  with  you  later, 
Mr.  Niken. 

Mr.  NiLSEN.  I  would  like  to  get  this  other  matter  up.  It  is  very 
important.  I  suppose  you  are  interested  in  locating  pro-Germans 
and  German  agents? 

The  Chairman.  Yes.    We  will  adjourn  the  hearing  now. 

(Whereupon,  at  5.30  o'clock  p.  m.,  the  committee  adjourned  until 
Tuesday,  August  26,  1919,  at  the  same  place.) 


Selectt  Committee  on 
United  States  Shipping  Board  Operations, 

House  op  Representatives, 
Seattle  Waah,^  Tuesday^  August  26^  1919. 

The  committee  met  at  9  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chair- 
man) presiding. 

Also  present,  Hon.  P.  H.  Kelley,  Hon.  L.  H.  Hadley,  and  Hon. 
I.  M.  Foster. 

The  Chairman.  Mr.  Callis,  are  you  ready  to  give  us  a  little  in- 
formation? Can  you  arrange  to  oe  out  oi  your  office  for  a  little 
while? 
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Mr.  Calub.  Yes,  indeed. 

The  Chaibman.  We  would  like  to  ask  you  a  few  questions. 

Mr.  Callis.  All  right. 

TESTDEONT  OF  ME.  D.  MIILABD  CAUIS. 

(The  witne^  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Will  you  give  your  name  to  the  stenographer,  Mr. 
Callis? 

Mr.  Callts.  D.  Millard  Callis. 

The  Chairman.  Will  you  also  give  your  address,  please,  Mr. 
Callis? 

Mr.  Caixis.  Chesterfield  Apartments,  Seattle. 

Tlie  Chairman.  What  position  do  you  hold  with  the  Emergency 
Fleet  Corporation? 

Mr.  Calus.  Assistant  district  manager. 

The  Chairman.  How  long  have  you  held  that  position  ? 

Mr.  Callts.  Since  May  1,  1919. 

The  Chairman.  Since"  May  1,  1919? 

Mr.  Caixis.  Yes,  sir.  ' 

The  Chairman.  How  long  have  you  been  with  the  Shipping  Board 
or  the  Fleet  Corporation  ? 

Mr.  Callis.  Since  October  1, 1917. 

The  Chairman.  Will  you  state  the  various  positions  you  have 
held  and  to  which  you  have  been  assigned  ? 

Mr.  Caixis.  Do  you  mean- 

The  Chairman.  Since  that  time. 

Mr.  Callis.  Since  coming  with  the  Shipping  Board  ? 

The  Chairman.  Yes. 

Mr.  Callis.  On  October  1  I  started  in  as  a  technical  assistant  to  the 
district  manager. 

The  Chairi^ian.  Here? 

Mr.  Caixis.  Yes;  in  Seattle. 

The  Chairman.  Go  ahead. 

Mr.  Caixis.  The  purpose  of  engaging  me  was  to  handle  the  mili- 
tary requirements  that  would  be  required  for  the  Armv  and  the 
merchant  vessels.  On  January  7,  1918,  I  was  made  chief  inspector 
of  the  steel  division  of  this  district.  On  March  7,  1918,  I  was  ap- 
pointed assistant  district  officer,  succeeding  Charles  Hamilton,  re- 
signed. On  October  1,  1918, 1  was  made  assistant  in  charge  of  steel- 
ship  construction.  At  that  time  the  district  managers  were  appointed 
in  place  of  the  district  officers.  Then,  on  April  1,  1919,  I  was  made 
assistant  district  manager,  under  Capt.  Magee,  who  succeeded  Capt. 
Blain. 

The  Chairman.  What  was  the  date  of  that? 

Mr.  Caixis.  April  1. 

The  Chairman.  Now,  have  you  had  anything  to  do  with  the  wood- 
construction  program  in  this  district? 

Mr.  Caixis.  Only  indirectly,  since  having  been  made  assistant  dis- 
trict manager. 

The  Chairman.  Have  you  known  of  the  work  that  was  being  done 
in  the  various  yards  and  when  you  were  in  charge  of  it  for  the  dis- 
trict office? 
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Mr.  CaijjIS.  Yes. 

The  Chairman.  How  long  had  Capt.  Blain  been  in  charge  here, 
Mr.  Callis  ? 

Mr.  Callis.  Capt.  Blain  was  in  office  prior  to  my  coming  up  here: 
the  exact  date  I  could  not  tell  you. 

The  Chairman.  How  long  after  you  came  here  did  he  remain  ? 

Mr.  Callis.  He  resigned  about  the  1st  of  April. 

The  Chairman.  1919? 

Mr.  Callis.  1919. 

Mr.  Foster.  The  same  date  that  you  became  assistant  district 
manager? 

Mr.  Callis.  Yes;  that  is  what  I  was  connecting  it  with.  I  was 
appointed  assistant  district  manager  under  Mr.  Magee.  Mr.  Magee 
was  district  manager  under  Capt.  Blain. 

The  Chairman.  Have  you  any  knowledge  of  conditions  at  the 
Sloan  shipyard  at  Anacortes? 

Mr.  Callis.  None  whatever. 

The  Chairman.  You  had  nothing  to  do  with  that  ? 

Mr.  Callis.  No  ;  nothing  at  all. 

The  Chairman.  And  your  work  here  has  been  almost  wholly  in 
connection  with  steel  construction,  until  you  become  assistant  district 
manager? 

Mr.  Callis.  Yes. 

The  Chairman.  Now,  since  you  became  assistant  district  manager 
have  you  had  anything  to  do  with  the  wood-construction  program? 

Mr.  Callis.  Not  directly.  In  April,  and  after  I  had  become  dis- 
trict manager — assistant  district  manager — I  made  it  my  duty  to 
more  or  less  tie  up  any  strings  that  were  loose  that  were  apparent 
in  the  wood  program;  in  other  words,  as  far  as  our  office  records 
were  concerned,  there  was  quite  a  bit  of  unfinished  business  with 
the  wood  yards  in  the  wav  of  work  that  was  done  in  the  wav  of 
military  requirements,  and  the  nature  of  the  contracts,  providing 
for  a  conditional  acceptance  of  some  of  the  boats,  final  acceptance 
after  six  months ;  and  my  connection  with  the  wood  program  hjis  been 
toward  completing  our  records  in  matters  of  that  kind. 

The  Chairman.  You  had  nothing  to  do  with  conceling  any  of 
those  wood  contracts? 

Mr.  Callis.  No. 

The  Chairman.  Have  some  been  canceled  sinced  you  have  l>eeii 
assistant  district  manager? 

Mr.  Callis.  Yes. 

The  Chairman.  In  what  yards? 

Mr.  Callis.  I  am  inclined  to  think  that  there  were  cancellations 
in  all  wood  yards. 

The  Chairman.  Since  you  have  been  assistant  district  manager? 

Mr.  Callis.  Yes. 

The  Chairman.  What  would  you  have  to  do  about  cancellations  ? 
Just  what  is  your  connection  with  them,  Mr.  Callis? 

Mr.  Callis.  This  office  has  nothing  to  do  with  cancellations,  Mr. 
Chairman. 

The  Chairman.  No  ;  but  what  did  you  have  to  do  with  them  ?  I 
asked  you  if  you  had  anything  to  do  with  the  cancellation  of  wood 
contracts  ? 
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Mr.  Caixis.  No;  we  have  nothing  to  do  with  them. 

The  Chaibman.  You  have  nothing  to  do  with  them? 

Mr.  Calus.  No. 

The  Chairman.  No;  you  do  not  even  recommend  cancellations? 

Mr.  Calijs.  The  district  manager  does  that.  That  would  be 
taken  up  with  the  district  manager,  and  I  would  not  come  in  con- 
tact with  that. 

The  Chairman.  You  would  not? 

Mr.  Calus.  No. 

The  Chairman.  Now,  with  regard  to  the  steelwork,  just  what 
has  been  your  connection  since  you  have  been  assistant  district 
manager,  or  while  you  were  chief  inspector. of  steel  construction? 

Mr.  Calus.  My  main  duty,  after  becoming  chief  inspector  and 
prior  to  that,  was  to  take  charge  of  all  construction  matters  in  the 
steel  vards.  With  your  permission,  I  think  I  can  go  over  a  little 
histoid  of  this  dist/ict. 

The  Chairman.  All  right. 

Mr.  Callis.  And  I  can  explain  better  and  give  you  a  better  idea 
of  just  what  my  duties  are. 

The  Chairman.  All  right. 

Cr.  Callis.  In  the  first  place,  I  don't  think  onyone  felt  that  the 
Northwest  would  be  a  steel  shipbuilding  center,  due  to  the  fact  that 
practically  all  of  our  manufactured  products  had  to  be  brought 
from  the  East,  and  at  the  time  Capt.  Blain  called  me  up  to  the 
office  for  the  purpose  of  entering  into  the  employment  of  the  cor- 
poration, he  explained  that  from  his  observation  there  was  a  scarcity 
of  trained  men  in  shipbuilding,  and  he  desired  to  have  some  one 
connected  with  liis  organization  who  had  had  previous  experience 
in  steel  shipbuilding.  The  duty  of  directing  the  inspection  forces 
in  the  steel  yards  naturally  fell  to  me,  although  Capt.  Magee  at 
that  time  was  the  inspector  in  charge  of  the  hull  inspectors,  botli 
wood  and  steel. 

At  the  time  I  became  chief  inspector  they  realized  that  the  ship- 
building part  of  the  corporation's  activities  out  here,  without  doubt, 
would  take  the  entire  time  of  one  man,  and  they  made  me  chief  in- 
spector and  gave  me  charge  of  all  of  the  inspection  forces  of  the 
steel  yards  of  both  Oregon  and  Washington. 

Now,  my  duties  were  a  little  more  than  those  of  the  chief  inspector. 
The  steel-ship  building  industry  out  here  had  to  be  built  up  from 
green  material:  that  is,  as  far  as  the  yard  organization  was  con- 
cerned, the  trained  shipbuilders,  shipfitters,  etc. :  they  were  so  lim- 
ited in  numbers  that  when  shipbuilding  was  extended  it  was  up  to 
the  yards  of  the  Pacific  Northwest  to  try  to  get  the  men  out  of  the 
East  that  were  trained  in  shipbuilding,  or  develop  their  own  men. 
Well,  they  found  that  the  same  condition  that  existed  here  existed  in 
the  East;  that  is,  the  number  of  trained  laborers  were  so  limited 
that  there  was  no  possibility  of  their  getting  any  assistance  out  of 
the  East,  and  the  result  was  they  had  to  develop  their  own  men 
out  of  the  material  they  had  here.  As  a  result  of  that  the  duties  of 
^  the  chief  inspector  and  the  other  inspectors  were  pretty  hard.  In 
'  other  words,  we  had  the  difficult  task  of  following  up  closely  all  of 
the  work  that  was  done,  and  the  work  that  was  not  sufficiently  good 
had  to  be  condemned;  in  other  words,  we  practically  had  to  put 
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ourselves  into  the  position  of  educating  the  builders  here  into  what 
constituted  as  good  a  job  as  could  be  expected  in  the  days  of  pressure 
when  the  country  was  demanding  ships. 

Now,  as  far  as  I  personally  was  concerned,  I  worked  more  with 
the  executives  of  the  companies  in  that  educational  work.  That  was 
the  natural  thing  to  do,  in  view  of  the  fact  that  the  foremen  and 
our  inspectors  were  coming  in  close  contact  in  the  conduct  of  the 
work.  They  would  naturally  report  to  their  executives,  and  my  con- 
tact with  the  yards  as  far  as  that  educational  work  was  concerned 
was  with  them. 

The  Chairman.  When  was  it  you  were  made  chief  inspector  of 
steel  construction,  Mr.  Callis? 

Mr.  Calus.  On  January  7,  1918. 

The  Chairman.  Were  you  consulted  with  reference  to  contracts 
or  specifications  ? 

Mr.  Callis.  No. 

The  Chairman.  But  you  assisted  in  educating  and  developing  the 
labor  that  was  used  in  building  steel  ships,  and  worked  in  coopera- 
tion with  the  executives  in  command  at  those  yards? 

Mr.  Callis.  Yes. 

The  Chairman.  Then  you  Imew  Mr.  Rodgers,  of  the  Skinner  & 
Eddy  plant  ?  ' 

Mr.  Callis.  Yes.  " 

The  Chairman.  In  what  other  yards  did  you  carry  on  that  co- 
operative work  besides  the  Skinner  &  Eddy  yards? 

Mr.  Calms.  In  all  of  the  yards  of  this  district.  When  I  say 
"  educational  work,"  Mr.  Walsh,  I  do  not  mean  that  I  actually  ran 
a  school. 

The  Chairman.  No;  I  understand. 

Mr.  Calms.  I  mean,  wheti  they  would  object — when  the  execu- 
tives would  object  to  what  they  termed  any  drastic  action  on  the 
part  of  our  inspectors — I  felt  it  was  my  duty  to  explain  to  them  why 
we  did  it.  Now,  I  have  particular  reference  to  steel  work,  the  actuf^ 
steel  workers,  the  riveters. 

The  Chairman.  Did  you  do  that  work  in  the  Seattle  Construction 
Co.  yards,  adjoining  the  Skinner  &  Eddy  plant? 

Mr.  Calms.  I  did  it  with  all  of  them ;  yes,  sir. 

The  Chairman.  How  many  ships  did  that  yard  deliver  to  the 
Government  prior  to  its  being  purchased  by  the  Fleet  Corporation? 

Mr.  Callis.  I  would  say  approximately  five. 

Th^  Chair^ian.  Five? 

Mr.  Calms.  Yes,  sir. 

The  Chairman.  That  is 

Mr.  Calms.  That  is  the  Seattle  Construction  plant  ? 

The  Chairman.  Yes. 

Mr.  Camjs.  Yes. 

The  Chairman.  The  plant  was  purchased  by  the  Fleet  Corpora- 
tion? 

Mr.  Calms.  Yes. 

The  Chairman.  And  later  operated  by  Skinner  &  Eddy  ? 

Mr.  Camjs.  Yes. 

The  Chairman.  And,  as  I  understand  you,  several  instances  arose 
where  work  had  to  be  rejected? 
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Mr.  Callis.  Yes. 

The  Chairman.  Will  you  describe  a  typical  case  of  a  rejection  on 
account  of  poor  work? 

Mr.  Callis.  Mostly  in  the  lifting  of  the  plates. 

The  Chairman.  Now,  just  what  does  that  mean? 

Mr.  Callis.  a  loftsman  lays  out  the  ship  full  size  in  the  loft,  and 
he  marks  on  that  wooden  template — ^that  template  is  built  to  the  size 
of  the  plate;  the  marks  on  that  wooden  template  show  the  location  of 
every  hole  that  is  necessary  to  punch  in  the  steel  plate.  Out  in  this 
district,  in  the  early  stages  of  the  game,  some  of  the  yards  used  paper, 
thick  paper,  that  they  used  for  the  templates.  Most  of  the  yards  used 
thin  wood.  When  the  loftsman  had  marked  on  those  templates  the 
location  of  those  holes,  it  was  taken  down  to  the  shipyard  to  the  lift- 
out  shed,  and  they  were  clipped  to  a  steel  plate.  The  duplicators 
would  come  along,  and  they  would  center  punch  those  holes  that  were 
located  in  the  wood  template  onto  the  steel  plate.  Now,  that  plate 
was  then  taken  into  the  fabricating  shop  and  was  put  under  the 
punches  and  was  reamed  out  if  necessary ;  it  was  sheared,  the  edges 
planed,  and  then  taken  from  there  and  hung  on  the  ship. 

Then  another  j^oup  of  men  called  bolter-ups  would  bolt  that  plate 
on  the  ship,  putting  a  bolt  about  every  third  hole,  screwing  the  bolt 
up  against  the  reams,  and  then  the  riveters  would  come  along  and 
nvet  that  plate  in.  If  the  men  laying  out  that  plate  were  at  all  care- 
less, some  of  those  holes  would  not  be  in  the  proper  location. 

Again,  if  the  bolter-up  foreman  was  weak,  and  did  not  know  his 
business,  or  careless,  he  would  not  see  that  the  bolter-ups  bolted  that 
plate,  drifted  it  in  place  properly,  and  the  result  would  be  that  when 
they  got  to  the  ends  of  the  ship  that  steel  plate  would  creep  to  a  cer- 
tain extent,  so  that  in  some  cases  it  might  go  up  as  much  aS  a  quarter 
of  an  inch  at  the  ends  of  the  plate,  and  to  save  that  plate  it  would  be 
necessary  to  ream  that  hole  for  the  rivet  at  an  angle.    , 

The  last  operation,  and  one  with  which  practically  every  shipyard 
in  this  country  has  had  trouble  during  this  past  war,  has  been  the 
proper  educating  of  the  riveters  to  drive  a  proper  rivet.  The  riveter 
to  save  time,  in3;ead  of  setting  his  bolt  up  against  the  point  of  the 
rivet,  swelling  the  shank  to  fill  the  hole,  wording  off  his  point,  and  then 
cutting  his  surplus  metal  off — ^to  save  time,  he  would  hold  his  gun 
ftgftinst  the  point  of  the  rivet,  turn  that  rivet  over,  and  clinch  it,  cut- 
tmg  the  sui^lus  off,  and  then  try  to  back  that  rivet  in.  By  the  time 
that  he  had  completed  his  operation  the  temperature  of  the  rivet  had 
decreased,  and  the  result  was  that  the  shank  would  not  fill  the  hole 
properly. 

Our  iospectors  were  cautioned  particularly  to  watch  that  careless 
riveting.  It  was  most  difficult,  during  that  period,  where  the  cry  was 
for  ship's  bottoms,  to  catch  up  all  of  that  defective  riveting.  'Now, 
wherever  we  detected  it  we  made  them  cut  out  all  of  those  rivets. 
Where  a  plate  was  not  hung  properly  we  would  make  them  take  out 
the  bolts,  relocate  that  plate,  bolt  it  up  tight.  Where  the  plate  had 
crept,  or  where  the  duplicator  had  laid  his  plates  off  carelessly,  we 
would  reject  that  plate,  keeping  in  mind  at  all  tiines  that  we  were 
3,000  miles  away  from  the  mills,  and  we  on  the  Pacific  coast,  because 
of  that  distance,  and  the  transportation  problems  that  were  confront- 
ing US)  did  not  have  an  oversurplus  of  steel  to  take  the  place  of  too 
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much  rejection.  Wherever  we  could  save  a  plate  we  felt  it  to  the  best 
interest  of  the  corporation  to  assist  the  builder,  and  to  suggest  to  him 
how  that  particular  plate  could  be  saved  if  it  were  possible. 

The  Chairman.  Now,  how  many  inspectors  would  you  have  on  a 
ship  watching  the  riveting  or  the  work? 

Mr.  Callis.  Even^  shipyard  has  what  they  call  rivet  testers  that 
follow  along  behind  the  riveters;  and  I  would  say  that  each  com- 
pany employs  on  an  average  of  three  rivet  testers  on  each  ship.  In 
your  double-bottom  ships,  or  your  tankers,  those  tanks  have  to  be 
tested  with  water  pressure  to  meet  the  requirements  of  the  classi- 
fication society,  the  American  bureau,  depending  upon  what  society 
the  ships  were  being  classed  under,  and  any  defective,  riveting  would 
naturally  show  up  under  that  pressure  of  water,  that  pressure  being 
determined  by  the  rules  of  that  classification  society. 

The  Chairman.  How  many  inspectors  would  you  have  on  each 
ship? 

Mr.  Callis.  We  would  have — in  this  district  we  have  one  inspec- 
tor for  every  two  ways ;  that  is,  one  inspector  for  two  ships. 

The  Chairman.  Well,  about  how  many  men  do  they  employ  in 
riveting  on  each  ship  ? 

Mr.  Callis.  Well,  probably  about  20  gangs  to  a  ship. 

The  Chairman.  And  they  are  on  different  stagings? 

Mr.  Callis.  Different  stagings. 

The  Chairman.  All  over  the  ship? 

Mr.  Callis.  All  over  the  ship. 

The  Chairman.  And  the  only  person  watching  the  riveting  would 
be  the  one  inspector  and  the  three  rivet  testers  furnished  by  the 
yard? 

Mr.  Callis.  And  the  classification  society  inspector. 

The  Chairman.  And  the  classification  inspector? 

Mr.  Callis..  Yes.     They  have  an  inspector  in  each  yard. 

The  Chairman.  In  each  yard? 

Mr.  Callis.  Yes. 

The  Chairman.  Does  the  Shipping  Board  prescribe  any  parti- 
cular kind  of  tools  to  be  used  in  riveting  operations? 

Mr.  Callis.  There  was  a  circular  that  came  out  from  Philadelphia 
specifying  the  tool  to  be  used;  but  that  circular  was  more  on  the 
character  of  steel.  In  other  words,  their  desire  in  sending  out  that 
circular  was  to  reduce  delay  occasioned  by  riveters  taking  the  took 
that  he  used  and  fixing  them  up  to  suit  his  individual  ideas.  In 
other  words,  they  specified  a  high  grade  of  steel  that  would  be  de- 
sirable to  use,  and  thereby  cutting  down  that  lost  time. 

The  Chairman.  High-grade  steel  to  use  in 

Mr.  Callis.  Yes ;  tool  steel. 
•The  Chairman  (continuing).  In  the  rivet  machine? 

Mr.  Callis.  No  ;  for  the  gun. 

The  Chairman.  What  make  of  gun  was  used,  do  you  remember? 

Mr.  Callis.  That  depended  entirely  upon  the  yards;  that  de- 
pended upon  their  equipment. 

The  Chairman.  So  that  the  Shipping  Board  did  not  prescribe  any 
particular  gun  to  use  ? 
Mr.  Callis.  No,  sir ;  not  to  my  knowledge. 
The  Chairman.  In  this  district? 
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Mr.  Callis.  No. 

Mr.  Chairman.  How  many  different  guns  did  they  use  in  riveting? 

Mr.  Callis.  I  am  not  familiar  with  the  make  that  they  have  out 
here  and  are  using.  I  think  from  my  observation  it  was  the  standard 
equipment  of  shipyards. 

The  Chair^ian.  As  chief  inspector,  would  it  not  be  a  part  of  your 
duties  to  know  whether  the  gun  or  the  riveting  machine  they  used 
was  a  proper  one  and  wb,s  doing  the  work  in  the  right  way? 

Mr.  Cali.i.s.  Not  necessarilv,  Mr.  Walsh ;  it  was  the  finished  prod- 
uct we  were  more  interested  in. 

The  Chairman.  Well,  if  a  lot  of  the  work  was  being  done  by  the 
use  of  an  improper  gun  would  you  not  be  apt  to  know  that  ? 

Mr.  Callis.  I  do  not  think  we  had  any  trouble  due  to  the  gun  they 
were  using,  because  we  would  have  no  jurisdiction  over  that  at  all. 

The  Chairman.  You  would  not  have  any  jurisdiction  over  an 
improper  tool  that  a  shipbuilder  was  using? 

Mr.  Callis.  Only  indirectly. 

The  Chairman.  And  require  a  proper  one  to  be  used? 

Mr.  Callis.  If  we  rejected  the  product  and  it  was  because  of  a  bad 
tool,  I  would  dispose  of  the  tool. 

The  CHAiR3iAN.  -Now,  supposing  they  were  using  improper  steel 
for  rivets,  vou  would  not  let  them  go  ahead  and  use  those  rivets 
and  then  reject  the  ship,  would  you  ? 

Mr.  Callis.  No.  The  grlade  of  steel  they  would  use  is  passed 
upon  by  the  classification  society  at  the  mill. 

The  Chairman.  By  what  classification  society? 

Mr.  Callis.  If  a  boat  was  built  under  the  American  Bureau  of 
Shipping,  by  the  American  Bureau  of  Shipping.  '  If  it  was  passed 
by  Lloyds,  lAojds  inspector  would  pags  on  the  steel  in  the  same  way 
at  the  mill. 

The  Chairman.  Did  yoii  have  any  representative  at  the  mill  of 


the  Shipping  Board  ? 
Mr.  C  ALLia.  I 


could  not  say ;  I  do  not  know. 

The  Chairman.  Do  you  know  whether  the  same  stenographic 
force  is  employed  here  in  the  office  that  was  in  the  office  when  Capt. 
Blain  was  m  ciiarge  ? 

Mr.  Callis.  The  same  stenographic  force? 

The  Chairman.  Yes. 

Mr.  Callis.  Yes,  mostly;  there  are  some  changes  due  to  resigna 
tions. 

The  Chairman.  Is  there  a  Mrs.  Riter  employed  in  this  office? 

Mr.  Callis.  I  do  not  know. 

The  Chairman.  Do  vou  remember  whether  there  ever  was? 

Mr.  Callis.  I  do  not  recall  her. 

The  Chairmax.  Who  was  Capt.  Blain's  stenographer  ? 

Mr.  Catxis.  There  was  a  Miss  Rockford,  a  Miss  Dunn,  and  a  Mrs. 
Martin. 

The  Chairman.  Was  the  Allen  Ship  Building  Co.  a  steel  plant? 

Mr.  Callis.  Wood. 

The  Chairman.  You  had  authority  to  discharge  inspectors  ? 

Mr.  Callis.  Yes,  sir.  I  will  amend  that.  The  appointing  officer 
ij5  the  only  man  who  has  the  authority  to  appoint  or  discharge.  As 
a  matter  of  fact,  Capt.  Blain,  when  he  made  me  chief  inspector,  he 
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left  that  matter  with  me;  he  signing  the  resignation.     That  only 
applies  to  steel  ships. 

The  Chairman,   x  es,  sir. 

Mr.  Callis.  I  had  nothing  to  do  with  the  inspectors  in  wood 
yards. 

The  Chairman.  Did  you,  since  you  have  been  district  manager, 
have  to  do  with  repairs  on  wooden  vessels  in  this  district? 

Mr.  Callis.  The  wooden  program  was  practically  complete,  as  far 
as  additional  work  to  be  done  on  those  boats  was  concerned.  In  other 
words,  the  instructions  had  been  issued  to  the  builders  as  to  what  was 
required  in  the  way  of  extras  at  the  time  I  came  in  contact  with  the 
wood  department. 

The  Chairman.  So  that  since  you  have  been  assistant  district  man- 
ager you  know  of  no  wooden  ships  that  have  been  repaired  after  their 
delivery  to  the  Shipping  Board  ? 

Mr.  Callis.  No  ;  only  the  repairs  that — ^and  when  I  say  repairs,  I 
am  using  that  advisedly — after  a  trial  trip  there  is  a  certain  amount 
of  deficient  work  that  always  appears.  That  is,  after  working  the 
machinery,  for  instance,  a  reducing  valve  may  be  choked  up  from 
scale  in  the  pipe.  After  the  trial  trip  that  vessel  will  come  in  and 
there  will  be  a  number  of  items  of  that  character  that  will  have  to  be 
taken  care  of  before  we  tender  the  vessel  to  the  Shipping  Boapd  for 
operation. 

The  Chairman.  Are  you  familiar  with  the  pending  claiin  of  the 
Sloan  Shipyards  Corporation? 

Mr.  CaijjIS.  No,  sir. 

The  Chairman..  Against  the  Fleet  Corporation? 

Mr.  Callis.  No. 

The  Chairman.  You  had  nothing  to  do  with  that? 

Mr.  Callis.  No  ;  nothing  whatever. 

The  Chairman.  Are  you  in  charge  when  the  district  manager  is 
absent  from  the  office? 

Mr.  Callis.  Yes,  sir. 

The  Chairman.  Do  you  have  anything  to  do  with — perhaps  I  have 
asked  you  this  before — changing  specifications  or  changes  in  the  con- 
tract? 

Mr.  Callis.  No,  sir. 

The  Chairman.  Are  you  consulted  by  the  district  manager  with 
reference  to  matters  such  as  that? 

Mr.  Callis.  I  do  not  think  we  have  any  authority  to  change  the 
specifications  or  contract  in  the  district's  office. 

The  Chairman.  Well,  you  have  authority  to  recommend  changes,, 
do  you  not? 

Mr.  Callis.  Yes. 

The  Chairman.  Are  you  consulted  about  that? 

Mr.  Callis.  In  construction  matters ;  yes. 

The  Chairman.  On  both  programs,  wooden  and  steel? 

Mr.  Callis.  Yes. 

The  Chairman.  If  the  wooden  program  is  going  on  ? 

Mr.  Callis.  I  might  amend  that,  Mr.  Walsh.  If  the  orders  come 
from  Philadelphia,  after  a  conference  between  the  Shipping  Board 
and  the  Emergency  Fleet  Corporation,  they  will  order  changes  on 
what  is  knmvn  as  a  technical  order,  their  opinion  being  based  on  the 
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actual  performance  of  the  vessel.    Under  those  conditions,  changes 
that  come  through  of  that  sort,  we  know  nothing  whatever  about. 

The  Chairman.  Who  is  there  with  this  office  now  who  is  familiar 
with  the  facts  relating  to  the  Sloan  Shipyards  Corporation,  includ- 
ing the  yard  at  Anacortes  ?  '        - 

Mr.  Caixis.  Mr.  Cosgrove. 

The  Chairman.  He  is  the  attorney  ? 

Mr.  Caixis.  He  js  the  attorney.  Mr.  Wooley,  the  district  engi- 
neer, mav  know. 

The  Chairman.  What  are  his  duties? 

Mr.  Cau:j8.  He  is  the  district  plant  engineer. 

The  Chairman.  No;  what  duties  does  he  have;  what  is  his  work? 

Mr.  Callis.  He  has  jurisdiction  over  the  plant  itself,  representing 
the  home  office. 

The  Chairman.  Now,  just  what  jurisdiction  did  he  have  over  the 
plant,  whether  it  is  adequate  in  changes  made  or  equipment  added? 

Mr.  Callis.  Yes,  sir ;  the  guarding  of  those  plants  during  the  war, 
fire  protection,  any  extensions  they  might  request,  he  functioning 
throufi^h  the  district  manager,  and  any  extensions  that  they  might 
be  ordered  to  put  at  their  plant. 

Tlie  CHAiR3fAN.  Would  he  also  have  jurisdiction  as  to  the  storing 
of  material  and  equipment  that  might  be  kept  at  the  plant? 

Mr.  Callis.  No  ;  that  comes  under  the  construction  department. 

The  Chairman.  That  comes  under  the  construction  department  ? 

Mr.  Callis^  That  is,  after  the  time  the  material  was  shipped  from 
the  point  of  manufacture,  that  came  under  the  construction  depart- 
ment on  delivery  here. 

The  Chairman.  Who  else  upstairs,  with  the  district  office,  would 
be  familiar  with  the  Sloan  Shipyards  Corporation  affairs,  including 
the  Anacortes  plant  ? 

Mr.  Callis.  I  think  Mr.  Frick  would  be  the  only  man  in  our  or- 
ganization at  the  present  time. 

The  Chairman.  Mr.  Frick  has  been  here  only  three  or  four 
months  ? 

Mr.  Callis.  Yes. 

The  Chairman.  And  he  knows  only  from  the  records? 

Mr.  Callis.  Yes.  In  our  present  organization,  Mr.  Walsh,  I  do  not 
think  there  is  a  man  up  there  that  knows  anything  of  the  actual  con- 
ditions. 

The  Chairman.  It  would  be  necessary  to  get  in  touch  with  men 
who  had  left  the  district  office  ? 

Mr.  CALLia  Yes,  sir. 

The  Chairman.  And  are  now  engaged  in  other  capacities,  in  pri- 
vate business? 

Mr.  Callis.  Yes. 

The  Chairman.  I  think  that  is  all  I  have  to  ask  just  now,  Mr. 
Callis.      . 

Mr.  Callis.  All  right,  sir. 

The  Chairman.  Mr.  Kelley,  have  you  some  questions  ? 

Mr.  Kellbt.  When  an  inspector  find  that  work  is  being  done  in  an 
unsatisfactory  way  at  one  of  the  yards,  just  what  record  does  he 
make  of  that  for  the  district  office  here? 
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Mr.  Callis.  He  generally  takes  the  matter  up  direct  with  the  fore- 
man of  the  sho^.  and  at  the  present  time,  in  probably  95  per  cent 
of  the  cases,  it  will  be  corrected. 

The  Chairman.  And  not  reported  here? 

Mr.  Calus.  To  his  satisfaction,  without  making  it  a  matter  of  re- 
port. 

Mr.  EIellet.  What  class  of  cases  find  their  way  up  here  to  the  dis- 
trict headquarters  ?  ., 

Mr.  Calus.  Any  change  that  would  involve  any  great  amoimt  of 
money. 

Mr.  Keixet.  I  mean  on  satisfactory  work.  I  mean  what  sort  of 
a  case  would  be  reported  to  the  district  manager  or  to  you  when  you 
were  chief  inspector? 

Mr.  Callis.  Why,  plates  where  the  holes  are  punched  or  poorly 
located. 

Mr.  Kelley.  That  would  be  brought  to  your  attention  personally? 

Mr.  Callis.  That  would  be  brought  to  our  personal  attention  in 
the  office. 

Mr.  IfELLEY.  Would  that  be  done  by  oral  report  or  by  written 
report? 

Mr.  Callis.  Well,  sometimes  it  would  be  a  written  report  and  other 
times  it  will  be  simply  a  telephone  message. 

Mr.  Kelley.  A  telephone  message? 

Mr.  Callis.  Over  the  phone. 

Mr.  Kelley.  You  had  no  regular  method  of  registering  them? 

Mr.  Caij.ir.  No ;  we  have  daily  reports,  of  course. 

Mr.  Kelley.  Do  those  daily  reports  show  anything  more  than  the 

Srogress  of  the  work?  Do  they  show  complaints  that  were  made 
urmg  that  day  ? 

Mr.  Callis.  No. 

Mr.  Kelley.  Have  you  any  report  that  does  show  complaints  that 
were  made  as  to  the  progress  of  the  work  ? 

Mr.  Callis.  Except  the  inspector's  book,  that  he  keeps. 

Mr.  Kelley.  There  is  an  inspector's  book  ? 

Mr.  Callis.  Yes. 

Mr.  KeUjEy.  And  what  becomes  of  that  book  when  he  gets  through 
with  his  wprk? 

Mr.  Callis.  That  is  returned  to  the  office. 

Mr.  Kelley.  That  is,  up  here? 

Mr.  Callis.  I  presume  it  is.  I  have  never  followed  that  up,  Mr. 
Kelley. 

Mr.  Kelley.  If  you  were  chief  inspector,  you  would  know  what 
was  done  with  those  books,  wouldn't  you  ? 

Mr.  Callis.  No.  That  would  go  in  the  hands  of  the  chief  clerk. 
However,  I  will  look  that  up. 

Mr.  Kelley.  As  the  chief  inspector  up  there,  did  you  hnve  an  office 
force  of  your  own  and  files? 

Mr.  Callis.  No;  nothing  but  the  general  files.  All  of  our  stuff 
went  into  the  general  files. 

Mr.  Kelley.  We  have  been  asking  here  for  several  days  for  the 
reports  of  complaints  that  were  made  in  the  construction  at  Grays 
Harbor,  and  we  have  not  been  able  to  get  anjiihing  except  these  daily 
reports.     Now,  there  is  such  a  thing  as  a  book  that  was  made  up  by 
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the  inspectors  as  the  work  went  along,  which  contained  all  these 
complamts! 

Mr.  Callis.  Yes ;  the  inspector,  naturally,  for  his  own  information, 
would  keep  a  record  of  the  work  that  he  took  up  with  the  builders. 

Mr.  KeUoET.  And  those  books  are  on  file  with  the  chief  clerk? 

Mr.  Callis.  I  presume  they  are.  I  would  have  to  find  that  out 
for  you. 

Mr.  Eelley.  I  should  think  you  would  know  exactly  what  would 
become  of  any  records,  the  permanent  records  of  the  office  of  the  chief 
m^)ector.  I  should  think  that  would  be  one  of  the  things  you  would 
look  out  for  very  sharply,  as  to  just  what  would  become  of  the  official 
reports. 

Mr.  Caulis.  Yes ;  but,  Mr.  Kelley,  the  Grays  Harbor  is  a  wood  yard. 

Mr.  Keixey.  Well,  who  had  charge  of  the  inspectore  in  wooden 
vards? 

Mr.  Callis.  Capt.  Magee. 

Mr.  KRLiiEY.  On,  yes.    Who  has  now  ? 

Mr.  Callis.  Capt.  Rustad. 

Mr.  Kelley.  Then,  if  w^e  should  get  Capt.  Bustad,  he  would  be 
able  to  tell  us  ail  about  these  records  of  inspectors  on  wooden  ships? 

Mr.  Callis.  I  presume  he  would. 

Mr.  Eelley.  He  has  an  office  here  ? 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  With  the  district  headquarters? 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  Who  is  chief  clerk  now  ? 

Mr.  Callis.  C.  Pike. 

Mr.  Kelley.  Now,  when  the  difficulty  is  bad  material,  and  it  is 
rejected,  what  becomes  of  the  material  if  it  were  furnished  by  the 
purchasing  division  of  the  Shipping  Board  ? 

Mr.  Callis.  That  becomes  scrap,  and  is  sold  as  scrap. 

Mr.  Kelley.  Who  has  supervision  of  the  selling  of  it  ? 

Mr.  Callis.  I  do  not  think  there  has  been  any  of  it  disposed  of, 
to  my  knowledge.  It  is  a  builder's  risk.  The  Emergency  Fleet  Cor- 
poration, according  to  our  contracts,  uses  its  efforts  to  have  deliv- 
ered to  the  builder  the  steel  necessary  to  build  these  ships.  The 
builder  nays  for  that  steel. 

Mr.  KEiiLEY.  The  inspector  does  not  reject,  though,  unless  it  has 
been  spoiled  in  the  process  of  fabricating  it? 

Mr.  Callis.  Yes;  and  that  steel  is  the  property  of  the  shipbuilder, 
and  what  disposition  he  makes  of  it  I  do  not  know. 

Mr.  Kelley.  That  is,  if  he  spoils  it,  it  is  his  risk? 

Mr.  Callis.  It  is  his  risk. 

Mr.  Kelley.  If  it  is  bad  material,  it  is  the  Shipping  Board's  risk? 

Mr.  Callis.  No  ;  I  do  not  think  so.    It  is  still  his  risk. 

Mr.  Kelley.  AVell,  if  the  Shipping  Board  furnished  the  material, 
it  would  not  hold  him  responsible  for  its  being  bad  material? 

Mr.  Callis.  I  do  not  understand  from  the  contract  that  the  Ship- 
pine  Board  furnishes  the  material. 

Mr.  Kelley.  They  did  furnish  most  of  the  steel,  though,  did  they 
not! 

Mr.  Calus.  No;  according  to  the  wording  of  the  contract  that  we 
Iwive  here,  it  uses  its  best  efforts  for  delivery  to  the  shipbuilders  steel 
on  such  and  such  dates. 
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Mr.  Kelley.  In  some  cases  did  not  the  Shipping  Board  buy  the 
steel  and  then  allot  it  to  these  companies  ? 

Mr.  Callis.  I  do  not  know  how  that  is  worked  back  in  Philadel- 
phia. 

Mr.  Kelley.  As  a  matter  of  actual  practice,  you  do  not  know  of 
any  scrap  steel  being  sold? 

Mr.  Callis.  No. 

l^T.  Kelley.  Have  you  ever  inquired  into  that  matter? 

Mr.  Callis.  No;  because  the  loss  involved  is  strictly  up  to  the 
builder. 

Mr.  Kelley.  Whose  business  would  it  be  to  look  after  scrap  steel 
belonging  to  the  Shipping  Board,  if  it  should  develop  that  the  Ship- 
ping Board  had  furnished  the  material  and  it  was  defective,  either 
in  the  wooden  yards  or  in  the  steel  yards  ?  Whose  business  would  it 
bo  to  see  that  that  rejected  material  was  disposed  of? 

Mr.  Callis.  If  the  builder  has  paid  for  that  steel  and  if  it  is 
ruined  through  an  error  on  the  part  of  the  workmen 

Mr.  Kjjlley.  He  would  throw  it  back  on  the  Shipping  Board, 
would  he  not? 

Mr.  Callis.  No;  he  would  not. 

Mr.  Kelley.  I  do  not  see  how  he  could  aflford  to  do  anything  else- 
If  the  Shipping  Board  furnished  it  to  him,  and  it  was  defective,  he 
would  not  feel  any  responsibilitv  for  it? 

Mr.  Callis.  The  material,  before  it  comes  to  the  yard,  passes  the 
inspection  of  the  classification  society. 

Mr.  Kelley.  Then,  the  case  I  cited  could  not  happen? 

Mr.  Callis.  It  could  not  happen  \mder  the  conditions.  That  is, 
where  he  could  come  back  to  the  Emergency  Fleet  Corporation  for 
any  poor  steel  and  ask  compensation. 

Mr.  Kelley.  How  about  the  lumber?  You  do  not  know  anything 
about  that? 

Mr.  Callis.  No  ;  I  do  not  know  anything  about  that. 

Mr.  Kelley.  For  wooden  ships? 

Mr.  Callis.  No. 

Mr.  Kelley.  Did  you  say  that  the  American  Bureau  of  Shipping- 
is  that  the  official  name  of  it? 

Mr.  Callis.  Yes. 

Mr.  Kjjlley.  The  American  Bureau  of  Shipping  have  inspectors 
on  all  of  those  ships  during  process  of  construction? 

Mr.  Callis.  They  have,  at  the  present  time,  one  man  at  each  ship- 
yard. 

Mr.  Kelley.  Who  is  the  agent  for  the  American  Bureau  of  Ship- 
ping in  this  district  now? 

Mr.  Callis.  Capt.  B.  Whitney. 

Mr.  Kelley.  Wno  was  his  predecessor? 

Mr.  Callis.  Well,  I  think  he  has  been  in  office  ever  since  I  have 
been  here. 

Mr.  Kj:lley.  When  was  Capt.  Blain  the  agent  of  the  American 
Bureau  of  Shim)ing? 

Mr.  Callis.  Just  prior  to  the  appointment  of  Capt.  Whitney. 

Mr.  Kelley.  During  the  time  that  he  was  the  agent  for  American 
Bureau  of  Shipping,  he  would  appoint  the  inspectors  in  the  yards 
for  the  bureau,  would  he? 
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Mr.  Caius.  Yes. 

Mr.  Ejelley.  Would  he  also  appoint  the  inspectors  for  the  Ship- 
ping Board,  or  was  that  your  work? 

Mr.  Callis.  At  that  time,  Mr.  Kelley,  the  American  Bureau  of 
Shipping  had  the  classing,  to  my  knowledge,  of  only  one  vessel,  and 
that  was  a  joint  inspection  of  Lloyd's  and  the  American  Bureau  of 
Shipping,  on  the  steamer  Walter  A,  LuckenbacK  I  am  speaking 
of  wooden  ships  now. 

Mr.  Kemjsy.  Do  you  mean  that  it  was  inspected  by  the  inspectors 
appointed  by  Mr.  Blain  as  agent  for  the  American  Bureau  of  'Ship- 
ping? 

Mr.  CAIX.IS.  Yes ;  that  is,  at  the  time  I  came  up  to  this  office,  that 
boat 

Mr.  Kelley.  How  long  did  he  hold  this  position  as  agent  for  the 
American  Bureau  of  Shipping? 

Mr.  Calos.  I  am  not  very  familiar  with  that;  but  my  recollection 
is  that  he  resigned  as  the  American  Bureau  of  Shipping  representa- 
tive about  the  time  I  came  up  here. 

Mr.  Eellet.  Is  there  anytning  inconsistent  with  holding  the  office 
of  district  manager  and  being  the  agent  for  the  Bureau  of  Shipping 
at  the  same  time? 

Mr.  Callis.  If  the  American  Bureau  of  Shipping  were  doing 
any  work  here,  I  would  say  there  was. 

Mr.  Kelley.  Well,  what  would  be  the  harm? 

Mr.  Callis.  He  could  not  very  well  carry  on  the  two  duties. 

Mr.  Kelley.  He  could  not  serve  two  masters  very  well,  could  he  ? 

Mr.  Callis.  I  do  not  think  he  could. 

Mr.  Kelley.  Unless  the  interests  of  the  two  masters  were  the 
same,  and  would  they  be  the  same  in  this  case  ? 

Mr.  Callis.  Fortunately,  they  would. 

Mr.  Kelley.  In  that  way  there  might  not  result  much  damage. 

Mr.  Callis.  It  would  not  result  in  any  damage. 

Mr.  Ejslley.  It  might  be  unfortunate  if  it  were  otherwise. 

Mr.  Callis.  He  would  be  in  an  excellent  position  to  pass  the  buck 
in  case  anything  happened. 

Mr.  Kelley.  Does  this  American  Bureau  of  Shipping  have  to 
approve  a  ship  before  it  can  get  out  its  sailing  papers?  I  do  not 
know  the  exact  language  which  you  should  use. 

Mr.  Callis.  Yes,  sir.  There  is  a  certain  amount  of  testing  that  has 
got  to  be  done  under  the  jurisdiction  of  the  classification  society. 
That  is,  the  testing  of  all  tanks,  for  instance.  The  question  of  coun- 
tersinking the  plates  has  got  to  meet  their  rules.  The  character  of 
rivets  to  be  used  as  laid  out  in  their  books,  the  chemical  analysis  of  the 
steel,  the  phvsical  test  that  the  steel  will  be  put  to,  the  chemical  test 
that  the  steel  will  be  put  to,  have  all  got  to  be  passed  by  the  classifica- 
tion society.  They  have  a  man  at  the  present  time  in  each  one  of  the 
yards  who  runs  an  independent  inspection  to  ours. 

Mr.  Koxey.  Both  wood  and  steel? 

Mr.  Callis.  Both  wood  and  steel.    Now,  in  the  wood  yards  it  would 

{robably  cover  two  or  three  yards  with  one  man.  That  I  do  not  know, 
am  assuming  that.  Before  we  accept  a  vessel  from  the  shipbuilder, 
notwithstanding  the  approval  of  our  inspectors  in  the  field,  we  ob- 
tain from  the  classification  society  a  certificate  of  seaworthiness. 
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In  other  words,  it  is  a  ^atement  to  the  effect  that  that  vessel  has  been 
built  and  the  builder  has  met  all  of  their  requirements. 

Mr.  Keluey.  Well,  if  the  district  superintendent  approves  of  the 
ship  to  such  an  extent  that  he  was  willing  to  accept  this  ship  for  the 
Government,  he  would  be  pretty  apt  to  accept  it  also  for  sailing 
papers,  would  he  not?  It  would  be  rather  a  nonsensical  thing  to  have 
him  represent  the  two  interests  if  they  are  identical  ? 

Mr.  Caijjs.  Yes. 

Mr.  KEiiLEY.  Except  that  he  mi^ht  draw  two  salaries,  perhaps. 
Have  you  a  copy  of  the  circular  which  you  spoke  about  in  answer  to 
Mr.  Walsh's  question  in  reference  to  riveting  bolts? 

Mr.  Callis.  We  have  it  up  in  the  office. 

MV.  Kelley.  Perhaps,  it  would  be  a  good  idea  to  see  that  circular. 

Who  is  in  charge  of  the  trial  trip  of  the  ships  whene  they  are 
delivered  to  the  Government  ?    Whose  business  is  that  ? 

Mr.  Caixis.  The  actual  accepting  of  a  ship  is  done  by  a  committee 
composed  of  three  men,  one  representing  the  ship  construction  divi- 
sion, who  represents  the  district  manager;  one  man  is  a  member  of 
whatthey  call  the  performance  branch,  who  is  a  representative  of  the 
manager's  office  in  Philadelphia ;  and  the  third  man  is  a  member  of 
the  construction  department  of  the  division  of  operations. 

Mr.  Kelley.  They  are  all  connected  with  the  district  office? 

Mr.  Callis.  No. 

Mr.  Kelley.  From  the  home  office? 

Mr.  Callis.  No. 

Mr.  Kellex.  I  evidently  lost  just  what  you  were  saying  there. 
Say  that  again,  please. 

Mr.  Callis.  The  trial-trip  crew — ^the  committee  is  composed  of 
three  men,  one  representing  the  district  manager. 

Mr.  Kelley.  One  appointed  by  the  district  manager? 

Mr.  Callis.  Yes.  One  from  the  performance  branch,  who  repre- 
sents the  manager's  office  at  Philadelphia. 

Mr.  Kelley.  Well,  does  he  come  from  there,  or  does  the  office  there 
designate  somebody? 

Mr.  Callis.  No  ;  we  have  an  organization  here.  And  one  from  the 
construction  department  of  the  division  of  operations.  We  have  an 
organization  here ;  that  is,  the  Shipping  Board. 

Mr.  Kelley.  These  are  all  under  the  control  of  the  general  man- 
ager of  the  district? 

Mr.  Callis.  No,  sir. 

Mr.  Kelley.  Are  not  these  different  bureaus  upstairs  here  under 
the  control  of  the  manager? 

Mr.  Calus.  No,  sir. 

Mr.  Kelley.  In  what  sense  are  they  not? 

Mr.  Callis.  The  performance  department  is  appointed  by  Phila- 
delphia and  they  report  to  Philadelphia.  The  division  of  operations, 
construction  department,  is  appointed  by  Washington,  ana  they  re- 
port to  Washington.  They  are  absolutely  independent  of  the  district 
manager's  organization. 

Mr.  Kelley.  To  your  knowledge,  have  any  ships  been  accepted 
without  a  trial  tripf 

Mr.  Callis.  No,  sir. 

Mr.  Kelley.  That  could  not  happen^  could  it? 
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Mr.  Calxis.  No,  sir. 

Mr.  Kelley.  Does  this  certificate  from  the  American  Bureau  of 
Shipping  come  before  the  Government  accepts  the  ship  or  after- 
wanis? 

Mr.  Callis.  It  comes  before.  The  builder  must  furnish  that  cer- 
tificate before  we  will  accept  the  boat. 

Mr.  Kell£y.  Have  any  ships  been  accepted  by  the  Government, 
as  far  as  you  know,  without  this  certificate  from  the  American  Bu- 
reau of  Shipping? 

Mr.  Callis.  We  have  accepted  vessels  from  the  builder  on  a  tem- 
porary certificate.  The  classification  society  has  to  receive  those 
certificates  of  seaworthiness  from  their  home  office  in  New  York,  and 
in  cases  where  there  is  a  delay  in  the  mail,  upon  the  local  representa- 
tive of  the  classification  society  giving  us  a  letter  to  the  enect  that 
the  certificate  has  been  signed  and  is  on  its  way,  we  have  accepted 
the  vessels.  Now,  to  my  knowledge,  there  has  only  been  one  vessel 
that  has  been  accepted  where  there  was  no  certificate  issued.  That  ^ 
was  through  the  failure  on  the  part  of  the  builder  of  the  hull  notify- 
ing the  classification  society  to  call  for  final  inspection.  They  had 
covered  the  inspection  of  the  vessel,  and  there  is  a  letter  in  the  files 
to  the  effect  that  the  only  reason  why  they  had  not  issued  that  cer- 
tificate was  due  to  the  lact  that  the  final  inspection  had  not  been 
made  of  the  new  rudder  that  was  put  on  it. 

Mr.  Kelley.  Have  you  the  ship  in  mind,  the  name  of  the  ship  ? 

Mr.  Callis.  I  can  not  think  of  it.  That  is  the  reason  I  am  mak- 
ing a  note,  so  that  I  can  supplement  that. 

Mr.  Kelley.  When  did  your  duties  as  inspector  for  both  the  steel 
and  wood  end? 

Mr.  Callis.  Well,  I  never  had  the  actual  control  of  the  inspec- 
tors of  the  wood  division. 

Mr.  KEiJiiET.  Oh,  yes ;  I  believe  you  said  your  connection  with  the 
wood  division,  whatever  it  has  been,  has  been  more  recent? 

Mr.  Catxis.  Yes. 

Mr.  Kelley.  In  your  capacity   as  assistant   district   manager? 

Mr.  Callis.  Assistant  district  manager. 

Mr  Kelley.  And  not  as 

Mr.  Callils.  Active  participation  in  the  field. 

Mr.  Kelley.  Chief  of  the  Bureau  of  Inspection  ? 

Mr.  Cali.i8.  Yes. 

Mr.  Kelley.  Can  you  imagine,  from  your  experience  as  an  expert 
shipbuilder,  why  a  wooden  ship,  practically  now,  without  having 
had  any  sea  service  should  have  to  nave  expended  on  her  for  repairs 
$25,719,  after  it  had  been  accepted  and  passed  all  of  these  various 
inspections,  and  had  gotten  its  certificate  from  the  American  Bureau 
of  Shipping ;  after  it  had  passed  all  of  your  inspections  and  had 
been  accepted  by  the  Government,  and  then  go  right  in  and  have 
$25,719  repairs  on  her?  Can  you  imagine  how  a  thing  of  that  kind 
can  happen? 

Mr.  Callis.  No;  I  could  not  say,  unless — it  depends  upon  the 
character  of  those  repairs.    You  say  all  at  one  time? 

Mr.  Kelley.  All  at  one  time. 

Mr.  Callis.  I  do  not  know. 

Mr.  EjBLLEY.  Or  that  another  ship  should  have  $10,874  on  it? 
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Mr.  Callis.  That  is  not  including  extra  work  that  was  done,  is 
it? 

Mr.  KEiXEr.  Repairs  after  it  had  all  been  finished  and  accepted. 

What  is  your  salary  as  assistant  district  manager? 

Mr.  Callis.  $8,500. 

Mr.  Kell^y.  What  was  it  as  chief  inspector? 

Mr.  Callis.  $4,500. 

Mr.  Hadley.  I  infer  from  your  statement,  Mr.  Callis,  that  you 
have  had  an  extensive  experience  in  shipbuilding  before  you  were 
connected  with  this  office? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  Did  you  live  East  or  West? 

Mr.  Callis.  East. 

Mr.  Hadley.  What  was  your  home? 

Mr.  Callis.  Baltimore. 

Mr.  Hadley.  When  did  you  first  come  to  the  Sound  ? 

Mr.  Callis.  January  1,  1917. 

Mr.  Hadley.  In  what  capacity? 

Mr.  Callis.  As  assistant  naval  architect  of  the  Seattle  Construc- 
tion &  Dry  Dock  Co. 

Mr.  Hadley.  Assistant  naval  architect? 

Mr.  Callis.  Yes. 

Mr.  Hadley.  Were  you  employed  in  the  East  immediately  before 
you  came  West  in  the  shipbuilding  business? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  With  whom  were  you  employed  there? 

Mr.  (\4LLis.  I  started  in  with  the  Maryland  Steel  Co.  at  Sparrows 
Point. 

Mr.  Hadley.  What  was  the  name  of  the  company  ? 

Mr.  Callis.  The  Maryland  Steel  Co.,  on  October  9, 1898. 

Mr.  Hadley.  That  is  where  you  began  your  experience  ? 

Mr.  Callis.  That  is  where  I  began. 

Mr.  Hadley.  Did  vou  remain  continuouslv  with  them  until  vou 
came  West? 

Mr.  Callis.  No;  I  served  a  year's  apprenticeship  with  them  and 
left  tiiem  and  went  to  the  New  York  Shipbuilding  Co.  at  Camden, 

N.J. 

Mr.  Hadley.  What  was  the  nature  of  your  apprenticeship? 

Mr.  Callis.  Draftsman. 

Mr.  Hadley.  And  did  you  develop  experience  in  other  departments 
of  the  shipbuilding  business,  or  did  you  adhere  to  the  draftsman's 

work? 

Mr.  Callis.  My  knowledge  of  the  outside  work  is  derived  from 
ccmtact  with  it  through  my  duties  as  a  draftsman. 

Mr.  Hadley.  Your  real  profession,  then,  is  that  of  naval  architect? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  You  came  to  the  Seattle  Construction  &  Dry  Dock 
Co.  long  before  it  was  purchased  by  the  Shipping  Board? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  And  you  were  in  their  employ? 

Mr.  Callis.  I  was  in  their  employ. 

Mr.  Hadley.  In  what  capacity  did  you  work  there  ? 

Mr.  Callis.  As  assistant  naval  architect. 


SHIPPIXG  BOARD  OPERATIONS.  197 

Mr.  Haixlet.  What  were  your  duties? 

Mr.  Calus.  As  assistant  to  the  naval  architect,  took  complete 
charge  of  the  drawing  room. 

Mr.  Hamlet.  How  long  did  you  remain  with  them  ? 

Mr.  CALiiis.  From  January  1  until  October  1. 

Mr.  Hadlbt.  1917? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  On  October  1,  1917,  yon  came  into  tlie  employ  of  the 
district  office? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadlet.  And  in  the  capacity  of  district 

Mr.  Calws.  As  technical  assistant. 

Mr.  Hadlet.  Technical  assistant? 

Jfr.  Callis.  Yes,  sir. 

Mr.  Hadlet.  To  the  manager  ? 

Mr.  Callis.  To  the  manager 

Mr.  Hadlet.  Since  April  1  of  this  year,  you  have  been  assistant 
district  manager? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadlet.  Under  Capt.  Magree  first,  and  continuing  under  his 
successor,  Mr.  Frick  ? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadlet.  Then,  you  are  familiar  with  the  work  of  the  office, 
so  far  as  the  assistant  district  manager's  functions  are  concerned, 
since  Api*il  1  ? 

Mr.  (  AiJL»is.  Yes,  sir. 

Mr.  Hadlet.  When  did  the  question  of  cancellations  arise,  if  you 
rememl>er  ?  To  l)e  more  definite,  when  did  it  reach  the  point  where 
serious  consideration  was  given  to  action  upon  cancellations? 

Mr.  Calus.  Mr.  Hadley,  I  should  have  difficulty  in  answering  that 
question  because  T  did  not  come  in  contact  with  the  cancellations  at 
all. 

Mr.  Hadley.  I  was  coming  to  that  as  a  second  question. 

Mr.  Callis.  Yes. 

Mr.  Hadley.  Did  your  office  have  anything  to  do,  so  far  as  you 
know,  with  the  subject  of  cancellations? 

Mr.  Callis.  The  only  one  that  I  have  any  personal  knowledge  of 
is  that  of  the  Skinner  &  Eddy  Corporation. 

Mr.  Hadlet.  Well,  you  have  personal  knowledge  of  that  as  assist- 
^t  district  manager? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadlet.  I  was  asking  whether,  if  you  know,  the  office  had 
anything  to  do  with  the  matter  of  cancellations  in  the  district  ?  As 
a  matter  of  fact,  I  do  not  know.    I  am  asking  you  for  information. 

Mr.  Calxjs.  Yes ;  I  am  inclined  to  think  that  the  home  office  wires 
to  the  district  manager  before  issuing  orders  pertaining  to  the  defi- 
nite cancellations  of  the  hulls. 

Mr.  Hadlet.  Your  imprcvssion  is  that  the  district  office  was  con- 
rfulted  in  regard  to  cancellations  before  they  were  made  effective  ? 

Mr.  Callis.  That  is,  to  determine  what  vessels  should  be  canceled. 

Mr.  Hadijit.  When  did  Capt.  Magee  cease  his  duties  as  manager? 

Mr.  Callis.  On  April  1,  1919. 
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Mr.  Hai«.ey.  Then,  if  the  question  of  cancellations  arose  subse- 
quent to  that  date,  Mr.  Frick,  I  take  it,  would  have  knowledge  of 
those  ? 

Mr,  Callis.  He  would  have  knowledge  of  them. 

Mr.  Hadley.  Unless  it  was  in  his  absence,  and  in  that  event  you 
would  have,  as  his  assistant? 

Mr.  Cai^is.  Yes. 

Mr.  Hadlet.  Well,  as  a  matter  of  fact,  I  understand  you  have 
not  had  them  brought  to  your  attention  except  in  the  case  of  the 
Skinner  &  Eddy  cancellation? 

Mr.  Callis.  The  only  cancellation  of  vessels  I  have  any  knowl- 
edge of  is  Skinner  &  Eddy,  through  contact  with  them. 

Mr.  Hadley.  Well,  state  what  information  you  have  in  respect  to 
those. 

Mr.  Callis.  The  home  office  wired  requesting  the  district  manager 
to  designate  or  ascertain  from  the  builders  what  hulls  should  be 
canceled  building  at  their  plant.  Capt.  Blain  had  a  conference  with 
Mr.  Skinner  and  they  determined  on  25  hulls  which  should  be  can- 
celed without  inconveniencing  the  company,  in  so  far  as  the  amount 
of  steel  on  hand  was  concerned  and  the  commitments  or  equipment 
on  hand.  The  home  office  was  advised  of  these  25  vessels  by  Capt. 
Blain.  Then  we  were  wired  to  recommend  definitely  the  cancellation 
of  those  25  vessels,  which  was  done. 

Mr.  Hadley.  Did  it  wire  you  to  recommend  it  or  inquire  whether 
you  did  recommend  it?         " 

Mr.  Callis.  No  ;  the  sense  of  the  wire  was,  if  those  25  vessels  were 
the  recommendation  of  the  district  manager,  as  I  recall  it. 

Mr.  Hadley.  That  is,  during  Capt.  Blain's  administration  ? 

Mr.  Callis.  That  is,  during  Capt.  Blain's  administration. 

Mr.  Hadley.  How  manv  contracts  had  Skinner  &  Eddv  outstand- 
ing  at  that  time,  if  you  know? 

Mr.  Callis.  They  had  three  different  contracts  at  that  time. 

Mr.  Hadley.  For  how  many  ships? 

Mr.  Callis.  I  could  not  say  offhand. 

Mr.  Hadley.  You  do  not  know  what  percentage  of  cancellations 
the  25  hulls  would  represent  in  either  case? 

Mr.  Callis.  No. 

Mr.  HADiiEY.  Do  you  know  the  number  of  cancellations  in  this 
district  in  the  case  of  steel  vessels? 

Mr.  Callis.  I  could  only  give  it  to  you  approximately.  There 
were  25  at  Skinner  &  Eddy's.  There  were  at  Todd's,  12  ships,  at 
Tacoma.  There  were  3  at  Duthie's.  There  were  4  at  Ames;  none 
at  the  Seattle  North  Pacific. 

Mr.  Hadley.  Xone? 

Mr.  Callis.  None.    They  only  had  one  contract. 

Mr.  Hadley.  Yes. 

Mr.  Callis.  At  the  Columbia  River  there  were  two.  At  the 
Northwest  Steel  Co.  there  were  two.  At  the  Albina  Engine  Works 
there  were  two,  and  at  Standifer  there  were  five. 

Mr.  Hadley.  Do  vou  know  how  manv  vessels  at  the  time  uncom- 
pleted  were  provided  for  by  contract  in  the  district,  for  some  char- 
acter of  vessel? 

Mr.  Callis.  I  could  not  say  offhand.  T  would  have  to  get  our 
records  on  that.    I  can  suj>ply  you  with  a  statement  to  that  effect. 
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Mr.  Hadley.  I  will  be  glad  if  you  will  let  us  have  the  informa- 
tion.   It  would  not  take  much  trouble  to  ascertain  that,  would  it  ? 

Mr.  Callis.  No. 

Mr.  Hadley.  Have  you  a  record  as  to  the  cancellation  of  wooden 
hulls  also? 

Mr.  Callis.  Yes;  we  have  wooden  hulls. 

Mr.  Hadley.  And  the  number  that  were  provided  for  at  the  time 
of  cancellation? 

Mr.  Callis.  Yes,  dr. 

Mr.  Hadley.  I  would  like  to  have  the  same  information  as  to  the 
wooden  hulls,  if  you  can  furnish  it. 

Mr.  Callis.  Yes,  sir. 

SUitetnent  of  canceUaiiona,  suspensions,  and  reinstatements.  Northern  Pacific 

district,  Aug.  26,  liU9, 


Name  of  oompanr. 

Contract. 

• 
• 

Nnm- 
berof 
sMiM 
can- 
celed. 

Num- 
ber of 
ships 
sus- 
pended. 

4 

Num- 
ber Of 
ships 
rein- 
stated. 

Date. 

Number  of  un- 
completed hulls 
at  time  of— 

Can- 
cella- 
tion. 

Rein- 
state- 
ment. 

Bus- 
pen- 
sion. 

AJbtna 

441  SO 

2 

Jan.   27,1919 

Feb.  10,1919 

Apr.  17,1919 

Jan.   27,1919 

Apr.    5, 1919 

Apr.  14,1919 

Jan.   27,1919 

/Feb.     5,1919 

\Feb.  26,1919 

Jan.   27,1919 

do 

Do 

Do 

2 

5 

Ames 

315  SC 

6 

2 

2 

4 

Do 

1 

Do 

"ii'i 

CoiDinMa  River 

302  SO 

A 

Do 

} 1  " 

J.F.Duthie 

334  SC 
458  SC 

3 

10 

12 

Northwests 

Do 

2 
2 

Feb.  10,1919 
Feb.  25,1919 
Feb.  12,1919 
Feb.  26,1919 
do.. 



Do 

,"  ifi' 

SiaiMlifer 

503 'SC 
324  SC 
447  SC 



5 
17 

8 
12 

10 

Skinner  &  Eddy 

Do 

31 

Todd  Dry  Dock 

443SC    

430  WH              1 
484  WH  '           1 
429  WC              1 
468  WH  '           4 
485WH    



Jan.   27,1919 

Nov.  23,1918 

....  .do 

21 

AlfeD 

2 

3 

10 

13 

Btfbare. 

OiintS.  P 

do 

Gray^  Harbor 

do 

Metchamdc  B 

1 

i' 

Apr.    9,1919 

9 

Do 

NilscnA-K 

488  WH 

445  WC 
159  WH... 

2 
4 

Mar.  25,1919 
Sept.  18,1919 
Nov.  23,1918 
Mar.  15,1919 
Nov.  23.1918 

4 

PBttcrson  A:  McDonald  > 

■•■•■•-■ 

'2 

f  ogct  Soond  Bridge  &  Dry  Dock. 

2 
2 
5 

Do 

4 
9 
4 

8 
7 

Siikder9on&  Porter 

11  WH.... 

' 

.....  do. . . . . • • . 

Skmn,  Anacortes 

6WC 2 

6WC 2 

810WH...J           2; 

1 

Mar.  15,1919 
. . . . .do... .  ... 

^oan,  Olympia 

Tacooa  Shipbuilding  Co 

Mar.  25,1919 
Aug.  13,1919 
Nov.  23,1918 

Do ! r. 

12 

Wright  8.  Y 

329  WH...            2 

6 

>  Terms  not  yet  agreed  upon. 


«  No  other  E.  F.  C.  contracts. 


Mr.  Hadley.  Now,  with  regard  to  materials  for  these  canceled  ves- 
sels, what  was  the  situation  at  the  time  of  the  cancellation  in  the 
district,  if  you  know  ?  Were  they  on  hand,  or  were  they  enroute,  or 
were  there  outstanding  commitments  ?  Give  us  a  general  statement, 
80  far  as  you  knew  the  situation. 

Mr.  Callis.  In  the  steel  yards  I  do  not  think  that  any  work  was 
done  by  shipbuilders  on  the  vessels  that  were  canceled..    There  was 
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steel  in  the  yards  of  varying  amounts  for  each  of  those  hulls.    There 
were  some  commitments  and  some  equipment  on  hand. 

Mr.  Hadley.  Have  claims  been  made  by  the  builders  for  damages 
or  recoupment  of  any  kind  on  account  of  the  cancellations  ? 

Mr.  Caixis.  That  I  would  not  know,  Mr.  Hadley.  The  actual  ad- 
justment .of  claims  due  to  cancellations  is  handled  directly  by  the 
department  out  of  Philadelphia. 

Xf  r.  Hadley.  That  would  not  pass  through  this  oflSce  at  all  ? 

Mr.  Callis.  That  would  not  come  through  the  district  manager's  * 
organization. 

Mr.  Hadley.  So  the  committee  would  not  be  able  to  get  any  of  that 
'information  here? 

Mr.  Caixis.  Xot  from  the  district  manager. 

Mr.  Hadlet.  Where  would  there  be  a  record  of  the  materials  that 
were  suspended  in  process  of  construction  by  reason  of  the  cancella- 
tions?   Would  that  be  in  Philadelphia  or  here? 

Mr.  Caixis.  Yes.  The  cancellation  department  has  a  detailed  in- 
ventory in  their  possession  of  all  materials  applying  to  the  canceled 
hulls. 

Mr.  Hadley.  That  would  be  true  of  both  steel  and  wood  ? 

Mr.  Caixis.  Steel  and  wood. 

Mr.  Hadley.  The  cancellation  department  you  refer  to  has  its 
headquarters  in  Philadelphia? 

Mr.  Caixis.  Yes. 

Mr.  Hadley.  In  the  Emergency  Fleet  Corporation  ? 

Mr.  Caixis.  Yes,  sir. 

Mr.  Hadley.  As  a  matter  of  fact,  I  presume  there  was  a  consider- 
able quantity  of  material  that  was  provided  to  be  used  in  vessels  that 
were  canceled,  that  reached  the  point  of  delivery  here,  was  there 
not? 

Mr.  Caixis.  In  the  wood  yards  there  were. 

Mr.  Hadley.  And  none  in  the  steel  ? 

Mr.  Caixis.  Not  of  the  steel.  There  was  no  hull  canceled  where 
there  was  any  great  amount  of  material — and  when  I  say  "great 
amount,"  I  mean  necessary  to  complete  that  vessel. 

Mr.  Hadley.  I  noted  in  the  morning  paper  a  reference  to  a  consid- 
erable quantity  of  stored  material  at  the  Hanford  Street  terminal. 
Do  you  know  anything  about  that  material  ? 

IVfr.  Callis.  Only  through  hearsay.  I  never  come  in  contact  with 
that.  That  was  under  the  jrtrisdiction  of  the  wood-ship  construction 
division. 

Mr.  Hadley.  Who  would  know  about  that,  if  we  should  want  to 
inquire  about  that?    Who,  connected  with  the  office? 

Mr.  Caixis.  Mr.  Carrier  is  at  the  present  time  in  charge  of  the 
department — ^the  sales  and  supply  department. 

Mr.  Hadley.  Is  the  Hanford  Street  terminal  a  part  of  the  Port 
Commission's  facilities? 

Mr.  Callts.  Yes,  sir ;  we  rented  that  from  the  city,  from  the  Port 
Commission. 

Mr.  Hadley.  Was  it  an  open  dock  space  or  was  it  within  the  closed 
warehouse? 

Mr.  Caixis.  There  is  a  large  building  down  there  that  was  built 
and  some  additional  equipment  came  in,  that  could  not  be  taken 
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care  of  in  the  building,  due  to  limited  space,  and  that  was  stowed 
on  the  outside,  and  proper  covers  were  put  over  it  to  protect  it  from 
the  weather. 

Mr.  Hadley.  But  that  is  the  extent  of  your  information  about  the 
matter? 
.  Mr.  Caljjs.  Yes. 

Mr.  Hadley.  You  spoke  of  there  being  20  gangs  of  riveters,  I  be- 
lieve, on  each  ship? 

Mr.  Calws.  Well,  I  was  using  approximate  figures. 

Mr.  Hadley.  How  many  in  a  gang? 

Mr.  Callis.  Three  men. 

Mr.  Hadley.  Three  in  a  gang? 

Mr.  Callis.  Yes. 

Mr.  Haduey.  About  60  to  the  ship  ? 

Mr.  Calus.  About  60  to  the  ship.    There  would  be  4  men  in  a  gang. 

Mr.  HadltEy.  That  would  be  about  80  to  the  ship. 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  In  your  description  of  rejected  material,  you  started 
out  on  the  premise  that  most  of  the  rejection  was  in  the  case  of  lift- 
ing of  plates? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  But  in  your  statement  you  did  not  get  back  to  any 
other  class  of  loss  of  material  or  rejection  of  material  than  that.  Is 
there  any  other  class  of  material  of  a  substantial  pature  in  which  there 
wei-e  i"ejections?    If  so,  what? 

Mr.  Callis.  There  have  been  some  rejections  of  castings  due  to 
bad  molding,  but  the  greatest  amount  of  rejections  has  been  on  the 
steel  work. 

Mr.  Hadley.  You  said  that  Mr.  Wooley  was  the  plant  engineer? 

Mr.  Callis.  Yes. 

Mr.  Hadley.  And  that  he  would  have  personal  knowledge,  as  I  take 
it,  of  the  installation  and  of  changes  in  plans  and  equipment? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  At  the  yards? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  Would  that  be  true  in  the  case  of  both  the  steel  and 
wood? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  And  Mr.  Cosgrove  you  mentioned  as  having  a  general 
knowledge  of  legal  matters  connected  with  the  district  management  ? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadi>ey.  He  has  been  the  attorney  throughout  the  period  of 
the  work  of  this  district? 

Mr.  Callis.  Yes,  sir. 

Mr.  Hadley.  And  is  now? 

Mr.  Callis.  Yes,  sir;  and  is  now. 

Mr.  Hadley.  That  is  all  I  have. 

Mr.  Kelley.  You  were  chief  inspector  at  the  time  the  Seattle 
Constniction  &  Dry  Dock  property  down  here  was  bought  by  the 
Government? 
Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  And  sold  to  Skinner  &  Eddy,  as  I  recollect.  You 
vere  chief  inspector  at  that  time,  I  say? 
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Mr.  Callis.  I  am  just  trying  to  connect  those  dates,  Mr.  Kelley. 
I  do  not  know  whether  I  was  chief  inspector  or  occupying  another 
position. 

Mr.  Kellet;  Well,  possibly  I  had  better  ask  what  I  want  in  this 
way:  Were  you  familiar  with  the  work  in  the  Seattle  Construc- 
tion &  Dry  Dock  yards  when  that  corporation  was  in  control  of 
its  own  atfairs? 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  I  have  a  sort  of  a  hazy  notion  that  the  work  did 
not  go  along  very  well. 

Mr.  Callis.  It  did  not. 

Mr.  Kelley.  And  can  you  give  the  committee  something  of  an 
idea  of  what  was  the  trouble  there? 

Mr.  Callis.  Why,  what  prompted  the  action  of  the  corporation 
in  taking:  that  plant,  I  know  nothing  about. 

Mr.  Kelley.  No  ;  I  am  not  asking  you  about  that. 

Mr.  Callis.  I  can  only  speak  of  my  impressions  at  that  particular 
time. 

Mr.  Kelley.  I  am  sure  "you  would  not-  know  about  that. 

Mr.  Callis.  That  yard  was  running  a  repair  department  as  a 
part  of  their  shipyard,  and  there  were  very  limited  facilities  in 
Seattle  for  repairing  ships.  They  practically  had  a  monopoly  on 
that  work.  The  result  was  that  when  it  was  possible  to  obtain  re- 
pair work  the  men  were  taken  off  new  work  and  put  in  their  repair 
department.  In  addition  to  that,  that  yard,  for  some  reason  or 
other,  all  through,  was  a  rendezvous  of  about  all  the  labor  agitators, 
of  about  all  the  I.  W.  W's  that  there  are  connected  with  the  ship- 
building industry.    They  seemed  to  make  very,  very  slow  progress. 

Mr.  Kellet.  Then,  those  were  the  two  reasons,  you  thiuK,  why 
the  shipbuilding  in  that  yard  did  not  go  forward  better  than  it  did? 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  First,  the  management  itself  preferred  to  do  the 
work,  and  second,  the  labor  conditions  were  disturbed  all  the  time  I 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  Now,  as  to  the  first  reason,  that  you  could  easily 
have  cured,  could  you  not ;  the  Government  cured  that  very  well  ? 

Mr.  Cali.is.  Yes,  sir:  which  they  did  finally. 

Mr.  Kelley.  Which  they  did  ?  "^ 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  How  did  they  do  it? 

Mr.  Callis.  By  taking  the  plant  away  from  them. 

Mr.  Kelley.  Well,  could  they  not  have  cured  it  without  so  drastic 
a  remedy  as  that  ?  They  had  five  ways  there,  did  they  not,  all  the 
time? 

Mr.  Callis.  Five  ways. 

Mr.  Kelley.  And  would  it  have  been  a  very  serious  matter,  do 
you  think,  to  have  gotten  the  Seattle  Construction  people  to  have 
gone  along  with  their  construction  work,  if  you  had  said  to  them 
that  you  would  take  the  yard  away  from  them  if  they  persisted  in 
the  other  course? 

Mr.  Callis.  Well,  I  would  not  like  to  answer  that,  Mr.  Kelley, 
because  that  was  not  in  my  province.  That  was  up  to  the  district 
manager. 
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Mr.  Kelley.  This  is  the  yard  that  Mr.  Todd  is  interested  in, 
is  it? 

Mr.  Caixis.  Yes,  sir. 

Mr.  Keixet.  What  is  the  name  of  the  yard  at  Tacoma  that  he  is 
interested  in? 

Mr.  Calxjs.  That  is  the  Todd  Dry  Dock  &  Construction  Co. 

Mr.  Kellet.  Is  that  a  new  shipbuilding  plant  ? 

Mr.  Calljs.  Yes,  sir. 

Mr.  Keixey.  Then,  what  happened  was  the  (xovernnient  bought 
his  plant  down  here? 

Mr.  Callis.  Yes,  sir. 

Mr,  Kelley  (continuing).  And  then  sold  it  to  Skinner  &  Eddy? 

Mr.  Caixis.  Yes,  sir. 

Mr.  Keixey.  And  then  Mr.  Todd  erected  a  new  plant  over  at 
Tacoma? 

Mr.  Caixis.  Well,  that  new  plant  was  started  before  the  corpora- 
tion took  the  old  plant  away  from  them. 

Mr.  Keixey.  But  it  was  not  completed  or  in  operation  ? 

Mr.  Caixis.  It  was  in  operation.. 

Mr.  Keixey.  In  a  limited  way  or  a  good  full  production  capacity 
program? 

Mr.  Caixis.  They  were  building,  but  they  had  not  attained  at  that 
time  any  degree  of  eflSciency  at  all. 

Mr.  Kelley.  Now,  it  is  mv  underetanding — I  mav  be  wrong  about 
that — that  the  Government  l)uilt  that  yard  for  Todd  over  there  ? 

Mr.  Caixis.  I  don't  think  so. 

Mr.  Kelley.  Are  you  sure  about  that  ? 

Mr.  Caixis.  Mr.  Wooley  can  give  us  the  figures  and  the  exact 
information.    He  is  thoroughly  familiar  with  that. 

Mr.  Keixey.  In  answer  to  a  question  of  Mr.  Hadley,  you  said  the 
Government  canceled  12  ships  over  there  ? 

Mr.  Caixis.  Yes,  sir. 

Mr.  Keixey.  How  many  did  they  complete  over  there? 

Mr.  Caixis.  They  had  24  hulls  on  that  contract,  and  they  canceled 
12.  He  had  10  hulls  on  contract  No.  13,  and  they  added  about  4  or  5 
requisition  vessels  that  they  took  over  there  and  completed. 

Mr.  Kelley.  Did  he  have  the  same- management  over  there  that  he 
had  down  here  ? 

Mr.  Caixis.  No,  sir;  he  had  a  different  management  down  there, 
a  management  that  he  got  out  of  Sparrows  Point — that  is,  the  general 
manager  and  a  few  of  the  executives  he  got  out  of  Sparrows  Point. 

Mr.  Kelley.  Whom  did  you  say  we  could  get  that  information 
from? 

Mr.  Callis.  Mr.  Wooley,  the  district  engineer  here,  has  those  fig- 
ures. 

Mr.  Keixey.  And  I  suppose  the  auditor  would  alsp  have  the  con- 
tracts? 

Mr.  Callis.  Yes,  sir.       •  .  .  . 

Mr.  Keixey.  It  seems  to  me  a  little  peculiar,  without  knowing  any 
of  the  details,  of  course,  but  I  suppose  the  details  often  clear  things 

up  very  much 

Mr.  Callis.  Yes. 
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Mr.  Kelley  (continuing).  That  the  Government  should  close  Mr. 
Todd  out  down  here  and  turn  his  plant  over  to  another  concern,  and 
then  start  him  up  in  business  at  another  place.  If  that  is  the  fact^ 
which  I  understand  it  is,  that  the  Government  practically  built  the 
Todd  yard  at  Tacoma,  what  would  be  your  idea  of  the  reason  for 
that  sort  of  a  thing  in  the  local  situation  here  as  to  building  of  ships? 

Mr.  Callis.  I  do  not  understand  it  that  way,  Mr.  Kelley. 

Mr.  Kelley.  That  would  not  come  in  your  departments 

Mr.  Callis.  No. 

Mr.  Kelley.  At  the  time,  and,  of  course,  since  you  could  not  re- 
view  it,  since  you  came  into  your  present  position? 

Mr.  Callis.  No. 

Mr.  Kelley.  Who  authorized  the  repairs  on  ships,  either  steel 
or  wood? 

Mr.  Callis.  The  district  manager. 

Mr.  Kelley.  And  where  are  the  records  of  the  cost  of  repairs — the 
expense  of  repairs? 

Mr.  Callis.  We  have  them  in  our  files,  or  the  auditor's  files. 

Mr.  Kelley.  Is  the  auditor  the  proper  one  to  question  regarding 
the  amount  of  money,  that  has  been  expended  on  ships  that  have 
been  constructed  in  this  region  in  the  last  year  or  so? 

Mr.  Callis.  Yes,  sir;  he  would  know  the  figures. 

Mr.  KeIley.  He  has  the  information  as  to  each  ship,  right  down 
to  date? 

Mr.  Callis.  Yes ;  I  presume  so. 

Mr.  Foster.  Should  not  the  auditor  also  have  a  record  of  what 
has  been  paid  for  repairs? 

Mr.  Callis.  He  ought  to. 

Mr.  Kelley.  On  each  ship  ? 

Mr.  Callis.  Yes.  ^ 

Mr.  Foster.  Woidd  not  your  department  also  have  a  record  of 
the  amount  expended  for  repairs,  the  amount  authorized  ? 

Mr.  Callis.  Well,  we  have  never  been  instructed  that  there  is 
any  stipulated  amount  authorized  to  cover  repairs.  We  have  author- 
ized extra  work  necessary  to  complete  those  vessels,  where  they  were 
not  covered  in  their  contract. 

Mr.  Foster.  I  understood  you  to  answer  Mr.  Kelley  a  while  ago 
that  your  department  and  the  manager's  department  had  charge  of 
the  repairs,  authorizing  repairs  on  any  vessel. 

Mr.  Callis.  That  is,  as  long  as  it  is  in  our  possession. 

Mr.  Foster.  Yes? 

Mr.  Callis.  Yes. 

Mr.  Foster.  Well,  you  would  have  some  records  to  back  that  up, 
would  you  not? 

Mr.  Callis.  Oh,  yes.  But  you  save  the  amount  of  money  author- 
ized.   I  presume  you  meant  the  home  office  had  authorized  us. 

Mr.  Foster.  Supposing  a  ship  were  called  "  X  " 

Mr.  Callis.  Yes. 

Mr.  Foster  (continuing).  And  the  question  comes  up  as  to 
whether  or  not  she  should  receive  repairs,  and  the  manager  de- 
termines whether  or  not  she  should  receive  repairs 

Mr.  Callis.  Yes. 

!Mr.  Foster.  What  do  you  base  that  on ;  investigation ! 
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Mr.  Callis.  Yes.  sir.  I  do  not  quite  understand  how  you  are 
classing  repairs.  The  vessel  is  built  under  the  contract.  There  is 
certain  extra  work  that  is  done,  ordered  by  Philadelphia  through  a 
technical  order. 

Mr.  Foster.  I  do  not  mean  anjr  of  that  now. 

Mr.  Kelley.  May  I  break  in  just  a  minute? 

Mr.  Foster.  Let  me  see  about  that.  Leave  that  out.  Suppose  the 
vessel "  X,"  as  a  matter  of  fact,  received  $25,000  repairs.  That  would 
come  under  the  manager's  jurisdiction  here  to  determine  whether  or 
not  she  should  receive  repairs;  would  it  not? 

Mr.  Caixis.  It  would  depend  upon  whether  the  boat  had  left  our 
service  and  had  gone  into  the  hands  of  the  division  of  operations. 
If  it  had  gone  into  their  hands,,  the  local  office  would  have  no  knowl- 
edge of  it. 

Mr.  Foster.  Assuming  it  had  not  gone  that  far. 

Mr.  Calx.is.  Then,  the  work  would  be  ordered  done  by  the  district 
office — ^the  district  manager's  office. 

Mr.  Foster.  And  when  you  order  it  done,  is  there  any  follow-up 
system  where  you  determine  from  your  records  the  amount  put  on  it, 
pursuant  to  those  orders  for  repairs?  That  would  be  in  your  de- 
partment, would  it  not? 

Mr.  Callis.  Yes;  the  builder  would  be  required  to  submit  an  esti- 
mate if  the  work  is  done  at  his  yard ;  he  would  be  requested  to  sub- 
mit an  estimate  for  our  approval. 

Mr.  Foster.  Suppose  it  is  done  in  another  yard. 

Mr.  Challis.  It  would  have  to  be  done  as  cost  plus  in  a  repair 
yard. 

Mr.  Fosi'ER.  What  I  am  trying  to  get  at  is :  Your  office  still  would 
have  some  record,  showing  the  authority  and  the  amount  of  repairs 
pursuant  to  the  authority  ?  • 

Mr.  Callls.  We  would  have  a  letter  authorizing  that  work  to  be 
done,  and  the  rate  that  would  be  paid. 

Mr.  Foster.  Kegardless  of  what  might  show  in  the  auditor's  office 
your  office  would  have  that  information  also? 

Mr.  Callis.  If  it  was  done  at  commercial  rates,  the  auditing  de- 
partment would  have  a  man  at  the  plant  for  the  purpose  of  checking 
up  the  time  and  auditing  the  books.  We  would  not  know  until  tliey 
submitted  that  bill  just  what  it  was  going  to  cost  us. 

Mr.  Keixey.  Is  there  an  operating  office  for  the  Shipping  Board 
in  Seattle? 

Mr.  Caixis.  Yes,  sir.    Mr.  Burchardt  is  the  agent. 

Mr.  Kelley.  And  such  ships  as  are  being  operated  there,  if  need- 
ing repairs,  would  be  repaired  by  them? 

Mr.  Callis.  If  it  is  in  their  possession ;  yes. 

Mr.  Kelley.  And  any  record  of  repairs  ordered  by  them  would 
be  on  file  in  their  office  ? 

Mr.  Callis.  I  presume  so. 

Mr.  Kelley.  Where  is  their  office? 

Mr.  Callis.  In  this  building,  on  the  eighth  floor. 
Mr.  Kelley.  Where  ? 
Mr.  Callis.  On  the  eighth  floor. 

Mr.  Kelley.  I  presume  that  is  where  we  might  be  a  little  bit  con- 
fused. 
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Mr.  Callis.  Yes. 

Mr.  Kelley.  You  keep  speaking  about  repairs  as  though  it  were 
linishinff  up  an  original  contract. 

Mr.  Callis.  Yes. 

Mr.  Kelley.  While  Mr.  Foster  and  myself  are  talking  about  a 
ship  that  has  been  completed,  has  had  its  trial  trip  conducted  by 
you,  and  then  repairs  were  made  upon  it. 

Mr.  Callis.  Well,  I  had  better  explain  that  procedure  in  the 
matter.  After  the  ship  has  run  on  its  trial — first  of  all,  we  have  the 
6-hour  dock  trial.  The  ship  is  tied  to  the  wharf,  steam  is  turned  into 
the  engines  and  it  is  run  for  six  hours.  It  is  really  a  shake  down  of. 
the  machinery  and  it  is  watched  by  the  inspectors  of  the  division  of 
operations  and  by  the  installation  inspector  of  the  Emergency 
Fleet  Corporation,  and  anything  that  is  noted  in  the  operation  of 
that  engine  that  shows  a  defect  of  installation,  is  noted,  and  upon 
the  completion  of  that  6-hour  trial  the  builder  is  required  to  make 
the  necessary  repairs  at  his  own  expense  as  a  development  of  his 
contract. 

After  that  work  is  done,  and  any  odd  work,  unfinished  work 
around  the  ship  has  been  completed,  we  run  a  6-hour  light  trial.  On 
that  trial  we  have  a  committee  of  three  men,  as  I  mentioned  before, 
to  study  the  performance  of  that  boat. 

After  the  6-hour  trial  the  vessel  is  returned  to  the  builders  dock, 
or  in  the  case  of  a  yard  that  is  far  away,  we  will  bring  it  into  Seattle, 
and  it  is  up  to  that  installation  plant,  that  had  the  contract  in  the 
case  of  wood  boats,  for  the  installation  of  machinery,  to  make  good 
any  deficiencies  that  might  be  found  by  that  trial  board  or  any  un- 
finished work. 

We  obtain  from  the  division  of  operations  a  conditional  ac- 
ceptance of  that  vessel  as  soon  as  that  work  is  done.  That  boat  then 
goes  to  the  loading  dock  that  is  designated  by  the  division  of  opera- 
tions, and  it  is  loaded  and  as  soon  as  it  is  loaded,  in  the  case  of  a 
steel  vessel,  they  have  a  12-hour  loaded  trial,  and  the  case  of  a  wood 
vessel,  they  have  a  24-hour  loaded  trial,  and  if  everything  is  satis- 
factory the  division  of  operations  gives  us  a  receipt"  for  the  vessel. 
If  not,  the  ship  comes  back  and  such  unfinished  work  is  done. 

Mr.  Kelley.  Nqw,  will  you  give  me  the  names  of  these  men  at  the 
head  of  these  different  bureaus  selecting  the  judges  on  the  trial  trip? 

Mr.  Callis.  Mr.  A.  Hunt,  of  the  Division  of  Operations. 

Mr.  Kelley.  Yes. 

Mr.  Callis.  Mr.  McDonald,  of  the  performance  department. 

Mr.  Kelley.  Was  he  an  inspector  once? 

Mr.  Callis.  He  was  the  chief  inspector  for  the  wood  department 
here. 

Mr.  Kelley.  Was  he  inspector  at  Gravs  Harbor  l^efore  he  was 
chief? 

Mr.  Callis.  I  don't  know. 

Mr.  Kelley.  And  how  about  the  other  department  ? 

Mr.  Callis.  Mr.  Beebe,  assistant  in  charge  of  steel  ship  construc- 
tion for  the  steel.  Mr.  Boss  desigiiated  the  men  who  went  on  the 
trial  trip  during  Capt.  Magee's  regime. 

Mr.  Kelley.  He  designated  them  when? 

Mr.  Callis.  That  is,  the  inspector  in  the  wood  department  during 
Capt.  Magee's  regime. 
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Mr.  Kjelley,  Yes. 

Mr.  Callis.  And  Mr.  Helmar,  traveliM  machinery  inspector. 

Mr.  Kelley.  Under  Capt.  Magee  and  Mr.  Boss? 

Mr.  Callis.  Mr.  Boss. 

Mr.  Kelley.  Would  he  act  entirely  alone  in  designating  these 
judges? 

Mr.  Callis.  Yes.  It  is  merely  a  rountine  matter,  as  far  as  our  de- 
partment, the  designating  of  our  traveling  inspector  and  the  ma- 
chinery inspector  to  represent  the  district  manager. 

Mr.  Kelley.  Well,  it  might  be  very  important.  It  is  not  a  per- 
functory matter,  is  it,  the  trial  trip  ? 

Mr.  Callis.  No  ;  it  is  not ;  not  in  the  sense  you  are  talking  about  it^ 
Mr.  Kelley,  but  I  would  say  that  designating  the  inspector,  Uie  travel- 
ing machinery  inspector,  who  is  acting  on  that,  is  a  perfunctory  mat- 
ter, because  we  have  got  a  limited  number  of  men,  and  it  is  a  matter 
of  picking  out  which  of  those  men  will  represent  the  district  manager 
on  that  trial,  depending  upon  who  is  available. 

Mr.  EIelley.  In  other  words,  the  whole  matter  of  the  trial  trip,  the 
selection  of  judges  for  the  trial  trip  on  the  wood  ships,  was  in  the 
hands  of  the  district  superintendent  ? 

Mr.  Callis.  Mr.  Ross  was  assistant. 

Mr.  Kelley.  Well,  the  selection  of  the  judges  for  the  steel  ships  was 
entirely  independent  of  the  district  superintendent  ? 

Mr.  Callis.  No  ;  Mr.  Ross  was  in  charge  of  wood  ship  construction. 

Mr.  Kelley.  I  know,  but  he  was  under  Mr.  Magee? 

Mr.  Callis.-  He  was  under  Mr.  Magee. 

Mr.  Kelley.  And  the  man  at  the  dock  generally  directs  the  work  if 
he  takes  a  notion  to  do  it,  does  he  not  ? 

Mr.  Callis.  Yes. 

Mr.  Kelley.  He  has  the  power  to  do  it  ? 

Mr.  Callis.  Yes. 

Mr.  Kelley.  If  he  wants  to  favor  anybody  he  could  probably  work 
it  out ;  he  could  find  a  way  to  do  it.  I  am  not  saying  he  did  do"  it,  but 
I  say  that  with  one  man  selecting  these  judges  in  the  district  office 
here  for  the  wood  ships,  if  he  were  inclined  to  favor  one  contractor 
over  another  he  could  very  easily  arrange  that  ? 

Mr.  Callis.  By  designating  inspectors? 

Mr.  Kelley.  By  the  appointment  of  judges  who  would  partially 
grasp  his  desire,  don't  you  see  ?     I  am  not  making  any 

Mr.  Callis.  I  understand. 

Mr.  Kelley  (continuing) .  I  am  only  speaking  in  the  abstract,  you 
understand  ? 

Mr.  Callis.  Yes;  I  think  you  will  find  in  the  case  of  certain  yards 
that  the  resident  inspector  has  always  come  along  with  the  man  who 
has  been  designated  by  the  office  to  help  the  district  office  on  that  trial 
trip. 

Mr.  Kelley.  Well,  the  method  of  selecting  judges  for  the  steel  ship 
is  much  superior  to  the  method  of  selecting  judges  for  the  wood  ship 
on  the  trial  trip. 

Mr.  Callis.  No.  The  same  man  handles  both  of  them.  That  is, 
the  man  in  the  same  position.  The  assistant  in  charge  of  steel  ship 
construction. 
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Mr.  Kelley.  Have  you  not  told  me  that  the  division  of  operations 
and  division  of  performance  were  associated,  and  the  men  sent  here 
from  the  home  onice,  and  were  entirely  independent  ? 

Mr.  Calx-is.  I  see.  I  did  not  make  myself  clear  that  the  trial  board 
does  not  pertain  to  the  steel  only.    It  pertains  to  both  wood  and  steel. 

Mr.  Kelley.  Then,  Mr.  Hunt  and  Mr.  McDonald  and  Mr.  Beebe 
would  select  the  judges  for  the  wood  ships  as  well  as  the  steel  ships? 

Mr.  Callis.  No  ;  Mr.  Beebe  would  select  for  the  steel,  because  he  has 
nothing  to  do  with  the  wood.  He  is  assistant  in  charge  of  steel  ship 
construction. 

Mr.  Kelley.  And  the  division  of  operations,  Mr.  Hunt,  would 
select  one,  and  Mr.  McDonald  would  select  one.  Who  would  select 
the  other  ? 

Mr.  Callls.  Mr.  McDonald  would  select  the  man  for  the  trial  trip 
for  both  the  wood  and  steel  ? 

Mr.  Kelley.  Yes. 

Mr.  C'aj-lis.  He  represents  the  performance  department. 

Mr.  Kelley.  Yes. 

Mr.  Catj^is.  Both  wood  and  steel. 

Mr.  Kelley.  Yes. 

Mr.  Callis.  Mr.  Hunt  would  select  one  of  his  men  for  the  trial 
board  on  either  wood  or  steel.  Now,  when  it  comes  to  the  district 
manager's  organization,  due  to  the  fact  that  we  have  got  construction 
matters,  we  had  to  break  up  our  two  departments — that  is,  our  or- 
ganization— into  two  departments,  a  wood  shi])  construction  division 
and  a  steel  ship  construction  division.  Now,  Mr.  Beebe,  who  is  the 
assistant  in  charge  of  steel  ship  construction,  would  designate  the 
man  from  the  steel  organization  to  go  on  the  trial  to  represent  the 
district  manager? 

During  Capt.  Magee's  regime  as  assistant  district  manager  and 
also  as  district  manager,  Mr.  Boss  was  his  assistant  in  charge  of  con- 
struction matters,  and  he  designated  the  inspectors  that  would  repre- 
sent the  wood  ship  construction  division. 

Mr.  Foster.  In  each  event  there  are  three  ? 

Mr.  Callis.  In  each  event  there  are  three. 

Mr.  Kelley.  And  each  one  is  selected  by  a  different  man  ? 

Mr.  Callis.  And  each  one  is  selected  by  a  different  man. 

Mr.  Kelley.  And  independent  authority  ? 

Mr.  Callis.  Yes. 

Mr.  Foster.  I  wanted  to  ask  vou  about  one  matter  that  I  did  not 
get  to.  How  manv  cancellations  did  you  say  there  were  at  the  Skin- 
ner &  Eddy  plant  * 

Mr.  Callis.  Twenty-five. 

Mr.  Foster.  And  those  cancellations  are  the  only  ones  you  have 
anv  record  of  in  your  office? 

Mr.  Callis.  Yes. 

Mr.  Foster.  I  can  not  see  why  you  have  a  record  of  those  and  no 
others. 

Mr.  Callis.  At  the  time  the  wire  came  in  Capt.  Blain  was  district 
manager,  and  he  had  a  conference  in  his  office  and  he  asked  me  to 
handle  the  matter.  If  I  recollect,  he  left  the  office — ^well,  I  would  not 
be  sure  about  that,  but  it  just  runs  in  my  mind  that  for  some  reason 
or  other  it  was  necessary  for  me  to  follow  up  that  work. 
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Mr.  Foster.  Cancellations? 

Mr.  Callis.  With  Mr.  Effendahl,  of  the  Skinner  &  Eddy  Ck)rpora- 
tion,  in  lieu  of  Mr.  Skinner.  Mr.  Skinner  was  out  at  the  time,  and  I 
took  the  matter  up  with  him  and  prepared  the  wire,  notifjring  the 
home  office,  and  put  it  in  District  Manager  Blain's  office  for  his  O.  K. 
on  his  return.  1  have  forgotten  just  the  details  of  why  it  was  re- 
ferred to  me,  but  my  recollection  is  that  he  threw  it  over  to  me  and 
isked  me  to  attend  to  it. 

Mr.  Foster.  My  inquiry  was  why  your  office  handled  only  the  25 
cancellations  of  Skinner  &  Eddy  arid  no  others.  There  were  a  great 
many  cancellations,  were  there  not  ? 

Mr.  Caixjs.  Oh,  yes ;  but  the  district  manager  would  handle  them. 

Mr.  P^'oster.  You  mean  you  personally  only  handled  those? 

Mr.  Callis.  Yes;  I,  personally. 

Mr.  Foster.  But  vour  office  would  handle  all  of  them  ? 

Mr.  Callis.  Yes. 

Mr.  Hadley.  That  is  the  way  I  Understood  it  when  I  stopped  my 
inouirv  at  that  point,  because  I  understood  tlie  witness  to  say  he 
haa  no  personal  knowledge  of  anything  beyond  that. 

Mr.  Foster.  There  is  one  other  thing  that  I  wish  to  ask  about. 

I  understood  you  to  say  that  the  American  Bureau  of  Shipping 
now  has  an  inspector  at  each  plant  ? 

Mr.  Callis.  Yes,  sir. 

Mr.  Foster.  Was  that  done  all  the  time  during  the  past? 

Mr.  Callis.  No,  sir. 

Mr.  Foster.  When  did  they  start  having  one  at  each  plant? 

Mr.  Caj  lis.  After  the  start  of  the  shipbuilding  program ;  practi- 
cally every  one  of  our  requisition  vessels  in  the  steel  yards  was  built 
under  the  Lloyd  survey,  with  the  exception  of  the  Walter  A.  Lucken- 
hack.  The  11  alter  A,  Luckenharih  was  built  under  a  dual  classifica- 
tion. She  was  built,  hull  91,  at  the  Seattle  Construction  &  Dry  Dock 
(o.  The  result  was.  that  the  American  Bureau  of  Shipping  had  a 
very  limited  orc^anization  and  very  little  business  out  here.  As  to 
kter  boats,  as  the  contracts  were  given  out  the  specifications  called 
for  classification  by  the.  American  Bureau  of  Shipping,  and  it  was 
necessary  that  they  build  up  an  organization,  which  they  did  in  the 
coarse  of  time. 

Mr.  Foster.  The  answer  to  my  question  would  be,  then,  that  the 
American  Bureau  of  Shippijtig  aid  not  put  inspectors  on  until  such 
time  as  the  work  under  the  contracts  calling  for  their  inspection 
necessitated  their  coming  here? 

Mr.  Callis.  No;  they  had  inspectors,  but  a  very  limited  number. 
They  would  visit  the  yards  regidarly  and  cover  the  work,  but  upon 
the  signing  of  the  armistice— at  the  time  of  the  signing  of  the  armis- 
tice—they had  built  up  their  organization  to  such  a  point  that  they 
had  a  sufficient  number  of  men  to  put  one  in  each  yard. 

Mr.  Foster.  Let  me  put  it  this  way :  Could  you  find  in  your  rec- 
ords when  the  American  Bureau  of  Snipping  placed  their  inspectors 
in  the  various  yards  in  this  district?    Would  that  be  a  hard  matter? 

Mr.  Callis.  No;  I  do  not  think  we  have  that. 

Mr.  Foster.  You  would  not  have  any  records  to  show  that  ? 

Mr.  Callis.  No. 
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Mr.  Foster.  And  your  records  do  Diot  show  who  the  inspectors  were 
on  behalf  of  the  American  Bureau  of  Shipping  in  the  various  yards 
in  which  this  work  was  being  done? 

Mr.  Calus.  I  do  not  think  so. 

Mr.  Foster.  You  do  not  know  of  a  record  that  would  show  that? 

Mr.  Callis.  No. 

Mr.  P^osTER.  That  is  all. 

Mr.  Kelley.  Who  would  have  the  correspondence  with  the  Ameri- 
can Bureau  of  Shipping  with  regard  to  tne  sailing  papers  of  any 
particular  ship? 

Mr.  Callis.  On  the  date  we  receive  the  certificate  of  seaworthiness  i 

Mr.  Kelley.  Suppose  there  was  some  controversy  about  the  grant- 
ng  of  the  certificate,  the  use  of  the  proper  papers— I  do  not  know 
what  the  language  is  to  use  there — there  would  probably  be  corre- 
spondence back  and  forth  between  these  offices? 

Mr.  Callis.  Yes. 

Mr.  Kelley  (continuing).  The  Bureau  of  Shipping.  What  branch 
of  your  office  here  would  have  this  correspondence  ? 

Mr.  Callis.  Mr.  Huck  is  our  document  clerk.  He  keeps  a  record 
of  that. 

Mr.  Foster.  What  is  his  jiame  ? 

Mr.  Callis.  Mr.  Huck. 

Mr.  Kelley.  That  would  probably  be  under  the  Division  of  Opera- 
tions, would  it  not? 

Mr.  Calljs.  No;  that  is  under  our  department. 

Mr.  Kelley.  Under  the  construction  department  ? 

Mr.  Cali.is.  Under  the  construction  department.  Mr.  Huck  is 
now  assigned  to  other  duties.  Mr.  Lorvold  is  now  handling  docu- 
ments, but  only  recently.  Mr.  Huck  would  be  the  man  that  you 
would  want. 

Mr.  Kelley.  So  far  as  you  know,  has  it  been  necessary  to  send 
ships  back  for  repairs  or  for  further  work  after  being  accepted  by 
the  Government  in  order  to  get  this  certificate  from  the  Bureau  of 
Shipping? 

Mr.  Callis.  I  understand  in  the  wood  department  that  in  numer- 
ous cases  the  Classification  Society  required  the  Emergency  Fleet 
Corporation  to  make  certain  changes  to  the  vessels  before  they  would 
issue  a  certificate.  I  might  add  that  prior  to  this  war  practically  all 
of  the  authorities  in  naval  architecture  agreed  that  the  minimum 
lenjB:th  for  a  wooden  boat  should  be  about  250  feet. 

The  Chairman.  The  minimum  what? 

Mr.  Callis.  The  minimum  length,  or,  rather,  the  maximum  lengtL 
Mr.  Ferris,  in  designing  this  boat,  departed  from  current  practice 
as  far  as  the  design  of  the  girder  is  concerned,  and  obtained  a  larger 
vessel.  The  result  was  that  the  Classification  Society,  in  acting  on 
those  plans,  checked  up  against  the  strength  of  other  girders  ana  ap- 
proved them.  After  the  vessels  were  practically  completed  and  m 
the  hands  of  the  installation  plant,  the  Classification  Society  re- 
quired certain  additional  work  to  be  done.  I  will  assume  it  wad 
due  to  experience  and  observation  of  wooden  vessels  then  in  opera- 
tion; I  do  not  know. 

Mr.  Kelley.  I^t  me  inquire,  did  this  Classification  Society  refuse 
to  approve  the  plans  and  specifications  supplied  by  the  Government 
at  Washingtcm? 
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Mr.  Callis.  No  ;  they  were  approved. 

Mr.  Kelley.  Then,  why  would  they  offer  any  objections  further 
to  the  ship  if  the  ship  was  being  constinicted  according  to  those 
plans  and  specifications  ? 

Mr.  Callis.  The  American  Bureau  of  Shipping  is  a  new  society. 

Mr.  Keixey.  Is  what? 

Mr.  Callis.  A  new  society,  in  so  far  as  it  has  not  got  the  wealth 
of  information  and  organization  back  of  them  that  the  old  English 
society,  Lloyds,  has,  and  what  regulated  them  in  making  this  addi- 
tional strengtliening,  or  additional  fastening,  I  could  not  say.  Ciipt. 
Magee.  who  had  practical  charge  of  the  Wood  Ship  Construction  Di- 
r  vision  right  from  the  beginning  in  this  district  would  probably  be 
able  to  give  you  detailed  and  definite  infornuition  as  to  the  relations 
between  the  corporation  and  the  American  Bureau  of  Shipping  and 
their  requirements. 

Mr.  Kelley.  When  you  speak  of  the  classification  societv,  that 
is  the  American  Bureau  of  Shipping,  is  it  not ;  or  is  that  a  ditJerent 
organization  ? 

Mr.  Callis.  That  would  also  apply  to  Lloyd's. 

Mr.  Foster.  What  he  means  Ls,  that  the  classification  society  you 
are  referring  to  is  the  same  as  the  American  Bureau  of  Shipping. 

Mr.  Callis.  No;  I  am  using  the  term  '' classification 'society"  to 
specify  the  societv  that  classified  the  boat. 

Mr.  Kelley.  Tliat  is  the  American  Bureau  of  Shipping? 

Mr.  Callis.  That  is  the  American  Bureau  of  Shipping. 

Mr.  Kelley.  There  is  not  another  concern  called  a  classification 
society,  of  course,  is  there? 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  Is  there  ? 

Mr.  Callis.  Yes,  sir.  Lloyd's  register  of  shipping  have  an  office 
in  Seattle. 

Mr.  Kelley.  And  some  of  the  work  of  granting  sailing  papers  has 
been  done  by  Lloyd's? 

Mr.  Callis.  YeS. 

Mr.  Kelley.  But  there  are  just  two  of  those  classification  soi^ieties, 
one  called  the  American  Bureau  of  Shipping  and  the  other  Lloyd's; 
is  that  right  ? 

Mr.  Callis.  In  this  district? 

Mr.  Kelley.  In  this  district. 

Mr.  Callis.  In  this  district,  so  far  as  classification  for  vessels  of 
the.  Emergency  Fleet  Corporation  is  concerned,  we  have  just  two. 

Mr.  Kelley.  And  those  are  the  two? 

Mr.  Callis.  Yes.  Now,  there  are  more.  Practicallv  every  coun- 
try has  its  own  classification.  We  have  the  Bureau  of  Veritas,  which 
is  a  French  society.  They  have  their  own  office.  They  have  their 
or^nization  in  Seattle.  It  covered  the  classification  of  those  boats 
built  by  the  Foundation  Co.  for  the  French  Government.  The 
American  Bureau  of  Shipping  is  the  American  classification  society. 
Lloyd's  is  the  British  classification  society,  and  then  there  is  the  Ger- 
manic Lloyd's,  which  is  the  German  classification  society. 

Mr.  Keixzy.  Before  a  ship  can  sail  it  must  have  the  approval  of 
one  of  these  standard  classification  bureaus? 

Mr.  Callis.  Yes,  sir:  if  they  want  to  get  insurance  on  the  ship  or 
cargo. 
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Mr.  Kelley.  Yes ;  if  they  want  to  get  insurance. 

Mr.  Callis.  Yes. 

Mr.  Keixef.  Who  has  charge  of  the  insuring  of  ships  for  the 
Bureau  of  Operations? 

Mr.  Caijl,is.  I  don't  know. 

Mr.  Kelley.  Well,  that  would  come  under  the  head  of  operations? 

Mr.  CaiXis.  Yes.     Mr.  Burchardt. 

Mr.  Kelley.  So  if  there  was  any  trouble  about  insuring  any  of 
those  ships  he  would  know  it,  would  he  not  ? 

Mr.  CAIJ.IS.  Yes;  he  would  know  it. 

Mr.  Foster.  Mr.  Burchardt? 

Mr.  Callis.  Mr.  Burchardt ;  yes,  sir. 

Mr.  Keixey.  That  is  all. 

The  Chairman.  Is  there  anything  further? 

Mr.  Hadley.  I  have  nothing  else. 

The  CHAIR3IAN.  Mr.  Callis,  do  vou  know  whether  or  not  the 
U.  S.  S.  Boston  was  within  the  jurisdiction  of  the  board  here  for  some 
time? 

Mr.  Callis.  She  was  changed  from  a  cruiser  to  a  freighter,  under 
the  jurisdiction  of  this  office. 

The  CiiAiRTiitAN.  And  taken  from  Bremerton  to  the  Seattle  drv 
dock? 

Mr.  Callis.  Yes,  sir. 

The  Chairman.  Did  you  have  anything  to  do  with  that  work? 

Mr.  Callis.  I  was  with  the  Seattle  Construction  &  Drv  Dock  Ck). 
at  the  time  that  work  was  done. 

The  Chairman.  That  was  before  you  had  become  attached  to  the 
district  office? 

Mr.  Caixis.  No,  sir;  but  after  I  came  up  here  and  entered  the 
employ,  we  were  still 

The  Chairman.  Still  working  on  the  Boston? 

Mr.  Callis.  Still  working  on  her ;  yes,  sir. 

The  Chairman.  Do  you  Know  also  of  an  interned  German  sailing 
vessel  that  was  taken  over  in  this  localitv? 

Mr.  Callis.  I  have  a  recollection  of  it ;  yes. 

The  Chairman.  Was  it  interned  at  Eagle  Harbor? 

Mr.  Caixis.  I  do  not  know  that,  Mr.  Walsh. 

The  Chairman.  Was  it  while  you  were  with  the  district  office? 

Mr.  Callis.  Yes,  sir ;  but  I  did  not  come  in  contact  with  that  work. 

The  Chairman.  Was  she  a  wooden  ship? 

Mr.  Callis.  I  don't  know. 

The  Chairman.  Well,  do  you  know  what  became  of  the  Boston 
and  this  German  sailing  craft? 

Mr.  Callis.  I  think  the  Boston  is  now  lying  at  San  Francisco. 

The  Chairman.  Was  she  converted  to  a  freighter? 

Mr.  Callis.  She  was  converted  into  a  freighter. 

The  Chairman.  How  long  ago  ? 

Mr.  Calus.  I  should  say  in  February,  1918;  she  was  accepted  by 
the  Shipping  Board.  I  might  add  that  work  of  that  character,  the 
acceptance  of  Japanese  vessels  that  were  built  to  the  order  of  the 
American  Shipping  Board,  came  in  here,  and  that  work  was  not 
confused  with  the  work  I  was  doing  for  the  corporation.  Capt. 
Blain  handled  that  work  himself. 
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The  Chairman.  Capt.  Blain  had  direct  charge  of  that? 

Mr.  Callis.  Yes. 

The  Chairman.  Do  you  know  Charles  H.  Hamilton? 

Mr.  Callis.  Yes,  sir. 

The  Chairman.  What  position  did  he  hold? 

Mr.  Callis.  He  was  assistant  district  officer. 

The  Chairman.  The  same  position  you  held  ? 

Mr.  Callis.  I  succeeded  him. 

The  Chairman.  Do  you  know  where  he  is  now? 

Mr.  Callis.  He  is  president  of  the  Northwest  Ship  Builders'  As- 
sociation, with  offices  in  this  building. 

The  Chairman.  What  is  that  concern  ? 

Mr.  Callis.  That  is  an  organization  of  steel  shipbuilders  of  this 
district. 

The  Chairman.  Do  you  know  who  the  members  of  the  association 
are? 

Mr.  Callis.  The  Seattle  branch,  the  Skinner  &  Eddy,  the  Todd 
Drv  Dock,  the  Todd  Dry  Dock  &  Construction  Co.,  the  Ames  Ship- 
building Co.,  J.  F.  Duthie  &  Co.,  and  the  Seattle  North  Pacific;  and 
of  the  Portland  branch,  the  G.  M.  Standifer  Construction  Co.,  the 
Northwest  Steel  Co.,  the  Columbia  River  Shipbuilding  Corporation, 
the  Albina  Engine  &  Machine  Works,  and,  I  think,  the  Willamette 
Iron  &  Steel  Works  at  Portland. 

The  Chairman.  It  takes  in  all  the  steel-ship  yards  at  Seattle? 

Mr.  Callis.  It  takes  in  all  the  steel  yards  of  the  north  Pacific 
district. 

The  Chairman.  What  is  the  organization,  if  you  knew  ? 

Mr.  Callis.  The  organization  was  primarily  started  by  Capt. 
Blain.  At  that  particular  time  or  prior  to  the  organization  of  this 
association  there  was  a  good  deal  of  pirating  of  labor  from  one  ship- 
yard to  another,  and  there  was  quite  a  bit  of  hard  feeling  existing 
between  the  executives  of  the  different  yards.  Capt.  Blain  had  been 
east,  and  on  his  return  it  was  thought  by  him  a  good  idea  to  have  a 
meeting  of  all  the  steel-ship  builders  -in  this  district,  forming  them 
into  an  association. 

The  Chairman.  Pardon  me.  Was  that  while  he  was  district 
officer? 

Mr.  Callis.  That  was  while  he  was  district  officer:  ves,  sir. 

When  the  invitation  was  sent  out  he  requested  that  all  the  ship- 
yards should  also  bring  their  engineering  staff  and  their  auditor,  the 
head  of  their  auditing  department.  We  had  a  meeting  here,  Capt. 
Blain  taking  charge  of  the  presidents  and  the  general  managers  of 
^ch  of  these  companies.  Mr.  Purse,  who  was  then  district  auditor, 
took  care  of  the  auditors,  and  T  took  care  of  the  chief  engineers  and 
naval  architects. 

The  Chairman.  What  do  you  mean  by  "  taking  care  of  "  ? 

Mr.  Calus.  I  mean  as  far  as  conducting  the  meeting  with  them 
'Was  conoemed. 

The  Chairman.  Oh ! 

Mr.  Callis.  The  purpose  was  to  form  an  association  with  each  of 
these  bodies  of  men  to  further  the  work  of  the  corporation. 

Capt.  Blain  in  handling  the  executives  of  the  companies  formed  the 
Northwest  Shipbuilders'  Association.     Mr.  Purse  formed  the  au- 
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ditors"  association,  and  on  the  engineering  end  of  it  we  were  unable 
to  form  any  organization  at  all.  In  other  words,  the  executives  <:f 
the  companies  did  not  see  any  occasion  to  have  their  naval  architei^ts 
and  chief  engineers  form  an  association.  They  had  an  idea  it  would 
be  an  exchange  of  phms,  and  one  fellow  would  profit  at  the  other's 
expense,  and  we  let  that  phase  of  it  drop.  But  Mr.  Purse  formed 
the  auditors  into  an  association,  and  Capt.  Blain  formed  the  North- 
west Shipbuilders'  Asscciation. 

The  Chairman.  Is  that  the  primary  object  of  it? 

Mr.  Callis.  As  I  understand  it;  yes. 

The  Chairman.  To  prevent  the  pirating  of  labor? 

Mr.  Callis.  That  is,  for  the  yards  to  cooperate  and  have  a  common 
groimd  on  which  they  could  get  together  and  smooth  out  any  difficul- 
ties that  might  exist  between  them. 

The  Chairman.  Is  the  district  office  represented  in  that  associa- 
tion now? 

Mr.  Callis.  No,  sir. 

The  Chairman.  Was  it  at  the  time  it  was  formed  ? 

Mr.  Callis.  No,  sir. 

The  Chairman.  Well,  of  course,  the  district  office  had  the  matter 
of  labor  within  its  control  in  any  event,  had  it  not  ? 

Mr.  (\allis.  Yes.  sir. 

The  Chairman.  It  could  have  l)een  managed  without  this  asso- 
ciation. Perhaps  this  was  the  easy  way  to  do  it,  but  I  say  the  dis- 
trict office  could  control  all  this  pirating  of  labor? 

Mr.  Callis.  Tlirough  its  industrial  relations  and  its  auditing  de- 
partment. • 

The  Chairman.  Yes;  had  they  attempted  to  do  that. 

Mr.  Callis.  I  think  they  did.  In  fact,  we  have  been  up  against 
that  problem  ever  since  I  have  been  with  the  corporation. 

The  Chairman.  Do  you  know  anything  about  any  material  or 
junk  or  brass,  etc.,  taken  from  the  U.  S.  S.  Boston^  and  later  found 
m  San  Francisco? 

Mr.  Callis.  No. 

The  Chairman.  You  never  had  that  brought  to  your  attention? 

Mr.  Callis.  No. 

The  Chairman.  Do  you  know  anything  with  reference  to  any 
matters  in  relation  to  that  ship  ? 

Mr.  Callis.  No. 

The  Chairman.  You  do  not  know  whether  that  ship  was  despoiled 
in  any  way  of  its  furnishings  or  fittings  or  equipment? 

Mr.  Callis.  No. 

The  Chairman.  Either  while  she  was  being  converted  or  after  its 
conversion  ? 

Mr.  Callis.  No  ;  I  do  not,  Mr.  Walsh.  The  materials,  as  I  recollect 
it,  were  taken  out  of  the  ship  and  placed  in  a  storeroom  on  the  wharf 
at  the  Seattle  Construction  &  Dry  Dock  Co.,  and  left  there  in  the 
custody  of  a  Mr.  Bankson,  I  think. 

The  Chairman.  Who  was  he  ? 

Mr.  Callis.  He  was  a  man  appointed  by  Capt.  Blain  as  a  store- 
keeper to  take  care  of  that  material. 

The  Chairman.  Still  in  the  employ  of  the  district  office? 

Mr.  Callis.  No. 
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The  Chairman.  Do  you  know  where  he  is? 

Mr.  Callis.  I  have  not  the  slightest  idea. 

The  Chairman.  How  long  since  he  was  employed  here,  if  you 
know? 

Mr.  Callis.  I  would  not  be  able  to  even  contribute  a  date  on  that, 
because  I  had  very  little  contact  with  him. 

The  Chairman.  Did  he  not  leave  about  the  time  that  Capt.  Blain 
did? 

Mr.  Callis.  Well,  I  think  he  left  long  prior  to  that. 

The  Chairman.  Long  prior  to  that  ? 

Mr.  Callis.  Yes. 

The  Chairman.  This  German  sailing  vessel,  you  say  you  have  no 
ioiowledge  of? 

Mr.  Callis.  I  have  no  knowledge  of  that. 

The  Chairman.  And  you  would  nqt  be  able  to  say  whether  one 
was  interned  at  Eagle  Harbor  and  placed  under  the  control  of  the 
Shipping  Board  or  not  ? 

Mr.  Cali.18.  Well,  I  could  say  that. 

The  Chairman.  There  was? 

Mr.  Callis.  There  was  a  boat  called  the  Valdimar^  I  think,  that 
was  interned  somewhere  in  Seattle,  but  I  have  never  seen  the  boat. 

The  Chairman.  Now,  Mr.  Callis  in  a  general  way,  are  you  not 
familiar  with  delavs  and  unsatisfactorv  conditions  at  the  Sloan 
shipyards  at  Anacortes? 

Mr.  Callis.  No,  sir;  I  have  never  come  in  contact  with  that  at  all. 

The  Chairman.  You  have  enough  to  do  in  your  capacity  ad  assist- 
ant district  manager,  and  you  had  before  as  chietf  inspector,  without 
taking  up  matters  relating  to  wood  construction  work,  I  suppose? 

Mr.  Caix.18.  Yes.  You  see,  Mr.  Walsh,  my  knowledge  of  the  wood 
has  been  obtained  more  or  less  by  office  gossip.  That  is,  having 
lunch  with  Capt.  Magee,''and  the  matter  would  come  up.  When  they 
separated  the  wood  from  the  steel  in  this  district,  Mr.  Pigott  was 
made  district  supervisor^  and  his  offices  were  on  the  fourth  floor,  and 
when  Capt.  Blain  was  made  district  manager,  the  wood-ship  con- 
struction division  again  became  a  part  of  our  organization.  Prior 
to  Mr.  Pigott's  appointment,  during  the  period  while  the  wood  de- 
partment was  under  the  control  of  Mr.  Pigott,  I  had  no  opportunity 
or  occasion  to  come  in  contact  with  work  of  the  wood  department. 

The  Chairman.  Is  the  practice  now,  in  this  office,  as  far  as  you 
know,  to  keep  carbon  copies  of  all  correspondence  ? 

Mr.  Caixis.  Yes,  sir. 

The  Chairman.  Has  that  been  the  practice  since  you  have  been 
attached  to  this  office? 

Mr.  Callis.  Yes,  sir. 

The  Chairman.  Do  you  know  of  any  instance  where  that  was  not 
done? 

Mr.  Callis.  No,  sir. 

The  Chairman.  Do  you  know  the  accountant  of  the  Grays  Harbor 
Motor.  Ship  Corooration,  Mr.  Campbell? 

Mr.  Callis.  Who  ? 

The  Chairman.  Charles  E.  Campbell. 

Mr.  Callis.  I  do  not  get  the  question. 

The  Chairman.  Do  you  know  the  accountant  of  the  Grays  Har- 
bor Motor  Ship  Corporation,  Charles  E.  Campbell  ? 
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Mr.  Callis.  No  ;  I  do  not  recall  ever  having  met  him  at  all. 

The  Chairman.  Now,  did  you  have  anything  to  do  with  the  paint 
that  would  be  used  upon  ships,  steel  ships.  They  used  copper  paint, 
did  they  not,  on  steel  hulls? 

Mr.  Callis.  Yes. 

The  Chairman.  Did  you  have  anything  to  do  with  the  inspection 
of  that  and  passing  of  it  ? 

Mr.  Callis.  Yes. 

The  Chairman.  As  chief  inspector  ? 

Mr.  Callis.  Yes.  The  home  office  of  the  Emergency  Fleet  Cor- 
poration sent  out  standard  paint  specifications,  and  whenever  a  ship- 
yard got  a  contract,  we  made  a  contract  for  the  purchase  of  paint. 
They  were  supposed  to  specify  that  the  paint  was  to  the  Emergency 
Fleet  Corporation's  specifications.  Now,  in  the  case  of  copper  paint, 
owing  to  conservation  of  materials,  I  do  not  think  it  was  possible  for 
any  paint  manufacturer  to  obtain  the  alcohol  that  was  called  for  in 
that  copper  paint,  according  to  the  Emergency  Fle^  Corporation's 
specifications.  We* took  the  matter  up  with  Philadelphia,  and  they 
specified  certain  paints  that  would  be  acceptable  to  the  corporation, 
that  did  not  comply  with  their  specifications,  and  they  were  stand- 
ard paints. 

The  Chairman.  Now,  take  a  ship,  Mr.  Callis,  which  had  been 
under  construction,  say  for  instance,  a  wood  ship— and  I  am  asking 
you  now  as  the  assistant  district  manager— ^a  wood  ship  which  baa 
been  under  construction  from  January  3  or  4,  1918,  having  had  its 
trial  trip  on  September  16,  1918,  put  to  sea  on  September  22,  1918, 
passed  the  steamboat  inspectors  on  September  21,  and  accepted  by 
the  Shipping  Board  and  turned  over  to  the  company  which  was  to 
operate  it  upon  that  date,  having  to  be  put  in  the  dry  dock  for 
repairs  on  the  6th  of  November,  1918,  for  recalking  and  miscella- 
neous repairs  to  hull  and  machinery,  requiring  six  weeks'- work,  at 
an  expense  of  $25,719,  would  you  not  say  that  there  had  been  defec- 
tive work  which  had  escaped  the  detection  of  these  various  inspec- 
tors somewhere  along  the  line  ? 

Mr.  Callis.  Yes ;  I  would.  However,  in  the  case  of  machinery,  the 
Emer|2:ency  Fleet  Corporation  placed  orders  throughout  the  country 
utilizing  the  facilities  wherever  they  could  to  get  as  much  machinery 
as  was  needed  to  meet  their  program.  The  placing  of  those  orders 
and  the  inspection  of  that  machinery  as  it  was  under  construction 
came  under  a  department  called  the  supply  department.  That  ma- 
chinery was  shipped  into  the  yards.  In  the  case  of  the  wood  yards, 
all  of  their  machinery,  practically,  was  contracted  for  in  that  way. 
The  builder  installed  that  machinery,  and  if  it  did  not  function 
properly,  and  we  detected  it  on  the  trial  trip,  we  would  have  that 
work  done  and  repairs  made  to  make  that  engine  a  workable  tool, 
and  have  the  shipbuilder  or  the  installation  plant  bill  the  corpora- 
tion for  it.  We,  in  turn,  would  transmit  that  bill  to  the  supply  de- 
partment with  instructions  that  they  bill  the  builder  of  that  engine. 

Now,  in  the  case  of  an  engine  that  was  installed,  and  the  defects 
did  not  show  up  during  the  trial  trip,  or  until  that  boat  was  actually 
in  service,  the  expense  involved  in  repairs  and  breakdown  would  lb!e 
assumed  by  the  Division  of  Operations,  they,  in  turn,  billing  us  for 
it,  and  we  would  take  it  up  with  the  contractor  who  built  the  engine. 
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In  view  of  the  fact  that  the  Construction  Division  had  not  had  the 
mspection  of  that  machinery  while  it  was  under  construction,  and 
particularly  in  view  of  the  period  in  which  that  machinery  was 
built,  it  is  natural  to  assume  that  you  are  going  to  have  a  certain 
amount  of  defective  work. 

The  Chairman.  Do  you  state  that  after  this  machinery  arrived  at 
the  yard,  as  furnished  by  the  Emergency  Fleet  Corporation,  it  was 
not  inspected  as  it  was  installed  ? 

Mr.  Callis.  Oh,  yes;  we  inspected  it  bs  we  installed  it. 

The  Chairman.  !Now,  assume  that  during  that  inspection  the  de- 
fects arise,  has  the  Construction  Division  authority  to  reject  that 
engine  if  they  should  find  that  it  is  out  of  plumb  or  that  the  cylin- 
ders are  not  of  uniform  size  or  that  it  will  npt  fit? 

Mr.  Calxis.  No;  they  have  not;  because  the  engine  has  been  ac- 
cepted by  the  Emergency  Fleet  Corporation  from  the  vendor  through 
another  inspection  department. 

The  Chairman.  Yes;  so  that  the  builder  is  practically  helpless? 

Mr.  Calxis.  No. 

The  Chaibman.  He  has  to  put  that  engine  in? 

Mr.  Callis.  He  has  not,  in  this  way,  because  we  authorize  him  to 
do  the  necassary  work  toward  making  that  engine  a  serviceable 
engine. 

The  Chairman.  Do  you  leave  that  to  his  discretion  ? 

Mr.  Califs.  No  ;  that  is  under  the  surveillance  of  our  inspector. 

The  Chairman.  So  that  if  that  engine  arrives  and  it  is  defective, 
and  the  inspector  of  your  office  here  having  charge  of  its  installation 
does  not  discover  the  defects,  and  it  is  put  in,  and  later 

Mr.  CAMiis  (interposing).  The  trouble  will  develop  later. 

The  Chairman  (continuing).  Then,  do  you  pursue  this  course  that 
you  have  outlined  ? 

Mr.  Caixis.  Yes. 

The  Chairman.  About  billing  it  to  the  supply  division,  and  they 
billing  it  to  the  builder,  who  taKes  it  up  with  the  Fleet  Corporation  ? 

Mr.  Callis.  Yes. 

The  Chairman.  Suppose  the  ship,  in  the  instance  I  cited,  the  ship 
being  started  and  launched.,  etc.,  on  the  dates  given,  and  it  developed 
that  a  great  many  of  the  treenails  were  short  and  the  bolts  blocked 
and  that  it  had  to  be  di'ydocked  and  several  scores  of  them  had  to  be 
redriven.  That  would  be  due.  perhaps,  to  some  oversight  on  the 
part  of  the  inspector  of  the  hull  ? 

Mr.  Callis.  Yes,  sir;  or  an  effort  on  the  part  of  the  builder  to 
evade  the  requirements  of  his  contract. 

The  Chairman.  Now,  as  chief  inspector,  you  also  had  the  super- 
vision over  the  oakum,  hair  felt,  and  such  matters,  which  entered 
into  the  construction  of  these  steel  ships.  I  do  not  know  whether 
they  used  much  oakum  on  steel  ships  or  not. 

Mr,  Caixis.  Very  little  oakum. 

The  Chairman.  I  saw  at  one  of  the  yards  that  we  went  through 
large  steel  plates  being  put  on,  and  apparently  some — I  do  not  know 
whether  you  would  call  them  gaskets  or  not — ^and  then  sheet  rubber 
between  the  plate  and  the  next  plate  to  which  it  was  being  riveted. 
Do  they  ever  use  that  ? 
Mr.  Callis.  Yes;  that  is  what  they  call  soft  packing. 
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The  Chairman.  Soft  packing? 

Mr.  Cauljs.  Yes. 

The  Chairman.  Do  they  use  that  on  all  of  the  plates  or  on  just  a 
particular  part  of  the  ship  ? 

Mr.  Callis.  Xo  ;  not  all  the  plates.  The  ideal  job  is  what  they  call 
a  metal  to  metal  job^  and  it  is  a  physical  impossibility  to  get  a  good 
metal  to  metal  job  unless  you  have  high-grade,  skilled  men.  Even 
then  there  are  certain  spots  that  are  inaccessible,  or  that  it  is  hard 
to  get  a  good  finish  on,  and  they  will  permit  the  use  of  soft  packing. 

Now,  it  is  a  common  practice — I  am  speaking,  now,  of  the  wood 
shipyards — to  permit  the  use  of  a  limited  amount  of  soft  packing. 
That  was  taken  up  by  myself  with  the  American  Bureau  of  Ship- 
ping during  the  war;  owing  to  the  class  of  men  we  had  in  the  ship- 
yards, it  was  necessary  to  permit  the  use  of  soft-packing  in  excess 
of  what  we  considered  prewar  practice,  and  the  builders  went 
ahead  on  the  supposition  that  it  w^as  the  customary  practice.  Now, 
we  have  cut  this  down  practically  to  a  point  where  we  are  really 
back  to  prewar  practice,  as  far  as  the  use  of  soft  packing  is 
concerned.     On  the  ideal  job  there  would  be  very  liUle  of  it  used. 

The  Chairman.  Mr.  Callis,  as  assistant  district  manager  I  assume 
vou  would  know  whether  it  is  oroper  to  put  the  ceiling  into  a  vessel 
Wfore  you  put  the  outside  planking  on  ? 

Mr.  CAiyftis.  Now,  I  do  not  like  to  answer  that  question.  I  will 
tell  you  why.  I  have  had  very  little  contact  with  the  w^ood  depart- 
ment, with  wood-ship  building.  My  experience  has  always  been 
with  steel  ships,  and  I  would  not  like  to  say  definitely  what  is  the 
current  practice,  because  I  do  not  know  whether  they  put  the  ceiling 
in  first  or  the  planking^  first  on  a  wood  ship. 

The  Chairman.  Returning  to  the  ship  which  I  mentioned  in  my 
previous  question,  and  on  wnich  I  gave  you  some  dates  and  suppose 
that  on  May  31,  1918,  w^hich  was  four  or  five  months  prior  to  its 
launching,  the  inspector  should  have  reported,  the  vessel  having 
been  launched  two  days  prior:  "There  has  not  been  enough  leak- 
age  on  this  hull  as  yet  to  permit  of  the  starting  of  gasoline  pump, 
\vhich  was  installed  previous  to  launching." 

Would  that  necessarily  mean  that  the  condition  of  the  treenails 
was  100  per  cent?  I  appreciate  that  you  are  not  familiar  with 
wood  construction. 

Mr.  Callis.  Yes. 

The  Chairman.  And  I  am  onlv  asking  you  to  give  your  views  as 
assistant  district  manager,  and  1  do  not  want  to  assume  to  take 
any  unfair  advantage  of  vou. 

Mr.  Callis.  That  is  what  I  was  trying  to  do.  I  was  trying  to 
seek  an  answer  for  it. 

The  Chairman.  If  you  have  any  general  views  as  assistant  dis- 
trict manager  of  the  district  upon  that  matter,  I  would  like  to  have 
them.  If  not  we  do  not  care  to  have  you  commit  yourself,  but  we 
will  ask  somebody  who  has  some  more  intimate  relation  with  the 
wood-ship  construction. 

Mr.  Callis.  Now,  Mr.  Walsh,  on  that,  I  would  imagine  that  if 
they  w^ere  short  treenails  in  there,  they  would  swell  up  as  soon  as 
they  hit  the  water,  and  the  ship  would  remain  tight.  You  take  a 
ship  and  you  have  to  treat  it  from  a  defective  standpoint,  nothing 
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more  or  less  than  as  a  girder.  It  is  a  ffirder,  the  same  as  a  bridge 
or  anything  of  that  kind.  The  only  difference  is  that  with  your 
bridge  girder  you  have  a  static  load  that  you  can  figure  mathe- 
matically to  a  nicety  as  to  stress  that  is  to  come  on  it,  but  with  a 
ship  you  have  not.  A  ship  is  at  the  mercy  of  the  elements.  It  i& 
being  thrown  around  and  the  stresses  into  that  hull  so  the  chances 
are  that  if  any  defective,  work  was  done,  as  far  as  your  girder  was 
concerned,  it  would  not  be  particularly  perceptible  until  your  ship 
got  to  sea  and  had  a  chance  to  work.  Then  it  would  show  up  any 
work  of  a  defective  nature  that  escaped  the  vigilance  of  the  inspec- 
tion force.  Now,  you  can  take  your  average  wooden  ship,  and  when 
those  contracts  were  made  I  hardly  think  that  they  had  any  idea 
that  tliose  boats  would  lay  at  the  docks  as  long  as  they  did,  in  being 
fitted  out,  you  see. 

The  Chairman.  In  what? 

Mr.  Calijs.  Laying  at  the  installation  plant  dock  as  long  as  they 
did,  and  during  that  period  the  top  sides  were  exposed  to  the  sun's 
rays  and  the  wood  became  more  seasoned.  The  chances  are  that  the 
calking  that  was  done  on  those  boats  would  never  have  been  done 
if  the  ship  had  been  in  commission  during  that  period.  In  other 
words,  the  ship  crews  on  board  would  wet  down  the  decks  every 
day  while  laying  at  the  installation  plant.  It  was  to  the  interest 
of  the  installation  plant  to  take  care  of  those  things,  and  the  result 
is  that  practically  all  of  those  wooden  ships  needed  recalking  before 
they  were  sent  to  sea. 

The  Chairman.  During  your  connection  with  this  office  in  various 
capacities,  in  connection  with  the  steel-ship  building  program  out 
here,  did  you  have  occasion  to  investigate,  or  did  you  at  any  time 
have  knowledge  of  complaints  alleging  discrimination  against  any 
of  the  steel  yards,  on  the  part  of  the  district  office? 

Mr.  Callis.  From  the  steel  yards? 

The  Chairman.  Yes. 

Mr.  Calijs.  T  have  not  heard  any  from  the  steel  yards. 

The  Chairman.  You  never  heard  of  any  from  there? 

Mr.  Callis.  No. 

The  Chairman.  And  as  far  as  you  know  they  were  all  treated  the 
same  by  the  district  office  here  ? 

Mr.  Callis.  As  far  as  I  know. 

The  Chairman.  Did  you  hear  of  any  complaints,  or  did  you  have 
reason  to  investigate  alleged  discrimination  on  the  part  of  the  Fleet 
Corporation  at  Philadelphia  in  getting  materials  or  machinery  or 
equipment  or  siipplies,  on  the  part  of  steel  yards  ? 

Mr.  Callis.  On  the  part  of  steel  yards,  t  have  not  heard  of  a  claim 
of  discrimination  being  made  to  the  home  office  because  of  nonde- 
Hvery  of  materials.  There  has  been  pressure  brought  against  the 
home  office  and  the  local  office  by  the  shipbuilder  because  of  scarcity 
of  material. 

The  Chairman.  To  have  it  hurried  up  ? 

Mr.  Callis.  Yes. 

The  Chairman.  Or  expedited  ? 

Mr.  Callis.  Yes ;  and  to  get  it  in  their  possession.  Take  the  case 
of  Duthie,  in  June  of  last  year  he  had  so  little  steel  there  that  he  had 
to  lay  off  quite  a  number  of  men.    In  the  case  of  the  Northwest  Steel 
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Co.  and  the  Columbia  River  Co.  we  had  transportation  problems 
in  getting  turbines  out  here  in  time,  so  that  they  could  be  installed 
without  causing  a  delay. 

The  Chairman.  Could  you  furnish  us  with  a  list  of  the  stenog- 
raphers in  the  district  manager's  office  who  were  employed  here  when 
Capt.  Blain  was  in  charge,  whether  they  are  now  employed  here  or 
not,  and  whether  any  of  them  who  w^ere  employed  when  he  was  there 
have  subsequently  been  married  and  still  retain  their  employment 
under  their  married  names? 

Mr.  Callis.  That  is,  the  stenographers  who  took  the  work  of  the 
district  officer  or  district  manager  ? 

The  Chairman.  Yes ;  that  took  the  work  of  Capt.  Blain. 

Mr.  Callis.  There  was  a  Miss  Rockford.  She  was  the  district 
officer's  stenographer  when  I  came  to  the  organization.     She  resigned. 

The  Chairman.  When  ? 

Mr.  Callis.  It  would  be  rather  hard  for  me  to  fix  a  date  there.  She 
was  married  while  she  was  in  the  employ  of  the  corporation.  Her 
husband  was  working  for  the  auditing  department  here. 

The  Chairman,  miat  was  his  name,  do  you  faiow  ? 

Mr,  Callis.  I  do  not  know  his  name.  She  afterwards  entered  the 
employ  of  the  Grays  Harbor  Motorship  Co.  What  she  is  doing  now, 
I  do  not  know.    Miss  Dunn  entered  the  employ  of  the  corporation 

The  Chairman.  Of  the  Fleet  Corporation  ? 

Mr.  Callis.  Of  the  Emergency  Fleet  Corporation,  probably  within 
a  week  after  Capt.  Blain  started  with  the  corporation,  and  upon  his 
resignation  as  district  manager  she  resigned  also  and  entered  his 
employ,  taking  charge  of  his  office.  Mrs.  Martin  was  also  attached  to 
the  district  manager's  organization,  taking  some  of  Capt.  Blain's 
dictation,  and  she  is  now  in  the  employ  of  the  Emergency  Fleet  Cor- 
poration. 

The  Chairman.  Here? 

Mr.  Callis.  Yes.  She  is  a  married  woman,  her  husband  enlisting 
at  the  start  of  the  war.  Whether  she  was  married  while  she  was  in 
the  employ  of  the  corporation  or  not,  I  do  not  know. 

The  Chairman.  So  that  of  the  three,  Mrs.  Martin  is  the  only  one 
still  with  the  district  office? 

Mr.  Callis.  Yes. 

The  Chairman.  I  think  that  is  all  I  haye. 

Mr.  Kelley.  Did  you  have  charge  of  the  inspection  of  the  refitting 
of  the  Boston  into  a  freighter? 

Mr.   Callis.  No,  sir. 

Mr.  Kelley.  You  wxre  at  that  time  in  the  employ  of 

Mr.  Callis.  The  Seattle  Construction  &  Dry  Dock  Co. 

Mr.  Kelley.  And  what  was  your  work  down  there  then? 

Mr.  Callis.  I  had  charge  of  the  drawing  room  down  there. 

Mr.  Kelley.  You  did  not  haye  anything  to  do  with  the  supervision 
of  the  work  on  the  ship? 

Mr.  Callis.  No  ;  the  designing  of  the  work — ^that  is,  the  conversion 
of  the  Boston  from  a  cruiser  into  a  freighter  came  under  my  jurisdic- 
tion down  there. 

Mr.  Kelley.  Who  prepared  those  plans,  the  Navy  Department  at 
Washington  or  the  Shipping  Board  ? 

Mr.  Callis.  No,  sir ;  they  were  prepared  by  the  shipbuilder. 
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Mr.  Kelley.  By  the  shipbuilder? 

Mr.  Caixis.  Yes. 

Mr.  KtLLEY.  By  the  Seattle  Construction  &  Dry  Dock  Co.  ? 

Mr.  Callis.  Yes. 

Mr.  Kelley.  And  thev  came  directly  under  your  jurisdiction  down 
there? 

Mr.  Callis.  They  came  directly  under  my  jurisdiction  down  there. 
Thev  were  submitted  up  here  for  the  distirct  officer's  approval. 

Mr.  Kelley.  Did  you  take  out  some  of  the  engines  from  that  ship  ? 

Mr.  Callis.  Xo,  sir ;  the  engines  are  the  same.  They  took  out  one 
battery  of  boilers.  If  I  recall  properly,  that  boat  had  two  boiler 
rooms,  four  boilers  in  each  boiler  room,  and  they  took  out  the  boilers 
from  the  forward  boiler  room,  making  that  into  a  cargo  hold. 

Mr.  Kelley.  (jibing  more  cargo  space? 

Mr.  Callis.  Yes. 

Mr.  Keli^y.  D(>es  it  have  the  capacity  now  to  get  up  a  pretty  good 
speed? 

Mr.  Callis.  That  boat  made  its  trial  trip  up  here,  and,  if  I  remem- 
Ijer  correctly,  it  made  10  or  12  knots  in  light  condition.  We  figured 
that  would  be  an  8-knot  load — in  loaded  condition. 

Mr.  Kelley.  That  is,  with  the  boilers  out  ? 

Mr.  Callis.  Yes. 

Mr.  Kelley.  Just  as  she  was  turned  over  to  the  corporation? 

Mr.  Cali.ts.  Yes. 

Mr.  Kelley.  Do  you  know  her  history  since  ? 

Mr.  Callis.  No,  sir. 

Mr.  Kelley.  Do  vou  know  whether  or  not  she  has  been  used  or  tied 

■ 

up  since? 

Mr.  Callis.  She  made  one  trip  to  Honolulu ;  that  is  as  far  as  my 
knowledge  is  concerned. 

Mr.  IS:li^y.  Yes. 

Mr.  Callis.  She  made  one  trip  to  Honolulu  and  return,  and  Capt. 
Blaiii  went  to  San  Francisco  m  connection  with  her.  What  de- 
veloped down  in  San  Francisco  he  never  said,  and  I  was  down  there 
three  months  ago,  probably,  and  I  saw  her  lying  in  San  Francisco, 
tied  up. 

Mr.  Kelley.  Do  you  know  how  much  it  cost  to  refit  her  ? 

Mr.  Caixis.  I  do  not  know.  I  did  not  come  in  contact  with  that 
at  all. 

Mr.  Keijjp.y.  You  cq,n  get  that  information,  can  you  ? 

Mr.  Caujs.  They  have  that  record  in  the  auditing  department. 

Mr.  Kelley.  "As  I  recollect,  this  was  a  cruiser  ? 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  A  naval  v^essel? 

Mr.  Callis.  Yes,  sir. 

Mr.  Kelley.  Did  the  Shipping  Board  buy  it  from  the  Xavy? 

Mr.  Callis.  I  do  not  know. 

Mr.  Kelley.  Was  it  an  elaborately  finished  ship  inside  ? 

Mr.  Callis.  Do  you  mean  as  changed  now? 

Mr.  Kelley.  No  ;  as  a  cruiser,  was  it  an  expensively  trimmed  and 
fitted  ship? 

Mr.  Callis.  It  was  pretty  well  stripped  when  it  came  into  the 
hands  of  the  corporation,  as  far  as  I  know. 
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Mr.  Keixet.  What  do  they  store  in  this  storehouse  down  here? 

Mr.  Callis.  Ventilators,  copper  piping  that  was  taken  out,  and 
brass  fittings,  and  stuff  of  that  nature — ^the  equipment  that  they 
tore  out. 

Mr.  Kelley.  Would  there  be  quite  a  lot  of  copper  and  brass? 

Mr.  Callis.  There  would  be ;  yes. 

Mr.  Kelley.  Have  you  any  idea  of  the  value  of  the  copper  and 
brass { 

Mr.  Callis.  No  ;  I  have  not.    I  am  not  in  a  ix)sition  to  say. 

Mr.  Kelley.  There  would  not  be  much  trouble  in  disposing  of 
that,  of  course,  would  there? 

Mr.  Callis.  No. 

Mr.  Kelley.  You  could  dispose  of  that  locally  i 

Mr.  Callis.  Yes. 

Mr.  Kelley.  Do  j'ou  know  how  long  it  was  stored  down  there  on 
the  wharf? 

Mr.  Callis.  I  do  not. 

Mr.  Kelley.  Who  would  have  the  records  of  that  copper,  brass, 
and  other  fittings  stored  in  that  storehouse  down  there,  as  to  what 
became  of  it  ? 

Mr.  Callis.  I  think  that  would  be  a  matter  of  record  in  our  office- 
Mr.  Kelley.  Can  you  get  me  that? 

Mr.  Caixis.  I  will  be  glad  to. 

Mr.  Kelley.  Was  the  Mr.  Magee  that  vou  have  spoken  of  Mr. 
W.  A.  Magee  ? 

Mr.  Callis.  W.  A.  Magee;  yes, 

Mr.  Kellby.  Was  he  at  one  time  the  agent  for  the  American 
Bureau  of  Shipping? 

Mr.  Callis.  No  ;  no. 

Mr.  Kelley.  Are  you  sure  about  that? 

Mr.  Cali.is.  I  know  nothing  of  his  history  prior  to  meeting  him 
here. 

Mr.  Keli>ey.  When  did  you  know  him  first? 

Mr.  Callis.  When  I  came  up  here  and  reported  on  October  1, 
1917,  that  was  the  first  time  I  had  met  him. 

Mr.  Kelley.  Here  is  a  letter  dated  March  10,  1918,  signed  W.  A. 
Magee,  chief  wood  surveyor,  American  Bureau  of  Shipping. 

Mr.  Callis.  I  think  that  is  in  error. 

Mr.  Kelley.  How? 

Mr.  Callis.  I  think  that  is  in  error. 

Mr.  Kelley.  I  do  not  understand  you. 

Mr.  Callis.  I  say,  that  is  probably  in  error,  because  he  was  not 
connected  Avith  the  American  Bureau  of  Shipping,  to  mv  knowledge, 
from  the  time  I  met  him  on. 

Mr.  Kelley.  Has  there  been  any  Magee,  any  person  by  the  same 
name,  who  was  the  chief  wood  surveyor  of  the  American  Bureau  of 
Shipping,  to  your  knowledge? 

Mr.  Callis.  Not  to  my  knowledge. 

Mr.  Kelley.  You  think  then,  it  must  be  another  Magee  of  the 
same  initials? 

Mr.  Callis.  Probably.    Is  that  signed  W.  A.  Magee? 

Mr.  Kelley.  Signed  "Chief  Wood  Inspector,  American  Bureau 
of  Shipping,  dictated  by  W.  A.  Magee,"  by  some  stenographer  whose 
initial  is  "  W."    It  is  a  report  from  that  bureau. 
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Now,  that  would  not  be  a  very  good  arrangement,  if  it  should 
turn  out  that  he  was,  would  it  ?     " 

Mr.  Callis.  I  should  say  not. 

Mr.  Kelley.  In  the  first  place,  if  he,  had  charge  of  wood-ship 
building  end  of  the  construction  department  here  and  had  control 
of  the  inspectors — his  own  inspectors,  then  he  would  be  quite  influen- 
tial in  the  appointment  of  a  trial  trip  representative,  and  he  would 
also  be  chief  wood  surveyor  of  the  American  Bureau  of  Shipping, 
he  would  have  quite  a  close  corporation  on  the  question  of  inspection. 

Mr.  Callis.  He  surely  would. 

Mr.  Kelley.  If  it  should  turn  out  to  be  a  fact? 

Mr.  Callis.  Yes. 

Mr.  Kelley.  Did  the  Grays  Harbor  Motorship  Corporation  in- 
stall the  machinerv  in  their  hulls? 

Mr.  Callis.  They  installed  their  own  machinery. 

Mr.  Kelley.  All  complete? 

Mr.  Callis.  Yes. 

Mr.  Kelley.  So  what  you  have  said  about  hulls  lying  exposed  at 
installation  plants  would  not  apply  to  Grays  Harbor  Motorship 
Corporations  ships  at  all  would  it?  They  finished  their  own  hulls, 
and  they  put  the  machinery  in  very  promptly  and  delivered  the  ships 
very  rapidly,  did  they  not  ? 

Mr.  Caixis.  Well,  they  did  one  boat  very  rapidly,  the  Aberdeen. 

Mr.  Kelley.  Well,  that  one,  of  course,  was  a  freak  performance, 
but,  generally  speaking? 

Mr.  Callis.  I  do  not  think  the  others  were  completed  in  any  par- 
ticularly fast  time. 

Mr.  Kelley.  Yes;  but  what  you  said  about  the  shrinkage  of  the 
ship  would  not  apply  to  a  corporation  that  made  their  own  hulls 
and  put  in  their  own  machinery  ? 

Mr.  Callis.  Except  this  way :  They  have  their  contracts,  and  the 
hull  contract  is  separate  from  the  installation  contract,  and  it  would 
be  barely  possible,  if  they  wanted  to  capitalize  that  condition  by  not 
taking  care  of  their  hull. 

Mr.  Kelley.  They  would  have  to  run  the  gauntlet  of  all  of  these 
inspections,  an<}  they  would  not  be  in  a  position,  not  being  able  to 
pass  the  inspection,  to  turn  over  a  ship  improperly  calked,  wheye 
it  would  have  to  go  to  the  yard  immediately  to  be  repaired? 

Mr.  Callis.  Now,  we  have  a  letter  on  file  in  the  office  from  the 
home  office,  authorizing  the  recalking  of  the  Grays  Harbor  boats 
as  an  extra.  Now,  whether  it  stipulates  particularly  or  designates  the 
Grays  Harbor  boats,  or  all  wooden  boats,  I  am  not  sure,  but  the  actual 
recalking  of  those  ooats  as  an  extra  is  covered  in  that  correspon- 
dence. 

Mr.  Kelley.  Will  you  bring  us  the  correspondence  this  after- 
noon? 

Mr.  Callis.  Yes. 

Mr.  KeUjEY.  That  is  the  correspondence  from  this  office,  the  dis- 
trict superintendent,  touching  on  that  subject  and  the  authorization 
of  the  home  office  f 

Mr.  Callis.  Yes,  sir. 
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(The  correspcmdence  referred  to  is  here  printed  in  full:) 

[Telegram.] 

September  9,  1918. 
Kmergency  Fleet  Corporation, 

Attention,  Heytcorth,  Philadelphia: 

We  found  it  necessary  to  Instruct  Grays  Harbor  Motorship  Corporation  re- 
calk  topsides  hulls  fifty-five,  six.  seven,  and  ei^ht  caused  by  fact  that  these 
boats  laid  around  in  water  after  launching  anywhere  from  three  to  six  months 
for  want  of  machinery  and  equipment.  The  cost  of  recalking  each  of  these 
boats  is  $2,000.  The  fact  is,  on  account  of  shrinkage  in  out  green  lumber  it  is 
advisable  and  necessary  to  recalk  topsides  of  all  wood  ships.  Please  wire 
authority  to  approve  such  payments. 

PlOGOTT. 


[Telegram.] 

Philadelphia,  Pa.,  September  10,  19 IS. 
William  Piggott, 

District  Supervisor,  Securities  Buildinff,  Seattle,  Wash.: 

Your  wire  Septeml)er  9,  calking  top,  sides,  hulls.     You  are  authorized  to  ap- 
prove payment  for  recalking  ships  where  this  found  necessary. 

Beatty. 


November  14,  1918. 
Grays  Harbor  Motorship  Corporation, 

Aberdeen,    Wash. 

Dear  Sir  :  I  am  in  receipt  of  your  letter  of  November  12,  wherein  you  state 
that  you  now  have  in  the  water  hulls  Nos.  1001,  1059,  1060,  and  1061,  which 
have  not  had  their  topsides  recalked  and  that  you  are  issuing  orders  on  this 
date  to  recalk  hull  1001. 

In  answer  to  your  letter,  please  be  advised  that  it  is  the  desire  of  this  office 
that  you  recalk  the  topsides  with  oakum  sufficient  to  fill  the  seams  within  * 
inch  of  the  outside  edge  after  sjime  has  been  hawsod  in  solid.  It  Is  under- 
stood that  the  price  for  this  work  on  the  above-named  hulls  is  $2,000  per  ship 
to  cover  this  additional  calking.  This,  of  course,  covers  all  calking  from  the 
water  to  the  ui)per  deck  as  well  as  any  calking  necessary  on  the  upper  or 
other  decks. 

We  have  found  that  the  recent  vessels  that  were  recalke<l  by  you  have 
shown  up  very  poorly  and  our  inspectors  have  been  instructed  to  see  that  this 
calking  is  done  in  a  first-class  manner  and  to  test  the  same  and  certify  thereto 
before  payments  are  made.  They  will  also  test  all  decks  and  should  the  decks 
need  recalking  or  additional  calking,  this  work  is  to  be  included  in  the 
price  as  previously  arranged,  namely  $2,000  per  vessel. 

On  future  vessels  that  are  being  given  additional  oakum  before  they  are 
launched,  namely  seven  threads  from  keel  to  the  waterline,  please  refer  to  our 
recent  letter  to  the  Grays  Harbor  Motorship  Corporation  on  this  question. 
Yours,  very  truly, 

(Signed)  W.  A.  Magee, 

Assistant  in  Charge  M'ood  Ship  Construction. 


November  18.  1918. 
Grays  Hariior  Motorship  Corporation, 

Securities  Building,  Seattle,   Wash. 

Gentlemen  :  Referring  to  your  letter  of  October  24,  please  be  advised  that 
this  department  would  recommend  that  you  be  allowed  $4,5(X)  i)er  shii)  to  wver 
the  foHowlng  additional  calking  on  hulls  building  under  your  contract  on 
which  the  work  has  been  carried  out,  as  follows: 

All  outside  seams  from  the  keel  to  the  upper  deck  to  receive  approximately 
two  additional  threads  of  oakum  or  as  much  as  the  seams  will  take  when 
filled  to  within  1.2  inch  of  the  outside  edge  and  after  having  been  hawsed  hard. 
It  is  also  understood  that  any  recalking  or  additional  calking  necessary 
around  the  decks,  as  required  by  the  United  States,  steamboat  inspectors  or 
classification  society  surveyors,  is  to  be  Included  in  this  price  of  $4,500. 
Yours,  very  truly, 

(Signed)  W.  A.  Mages, 

Assistant  in  Charge  Wood  Ship  Construction. 
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Mr.  Kelley.  You  do  not  know  anything  about  whether  the  pur- 
chase of  the  Seattle  Construction  &  Dry  Dock  Co.  property  down 
here  was  initiated  at  this  end  of  the  line,  or  whether  that  was  done 
at  the  home  office  by  direct  negotiations? 

Mr.  Callis.  I  do  not  know. 

Mr.  Kelley.  If  it  was  done  at  this  end  of  the  line  through  Capt. 
61am,  and  the  recommendation  made  to  the  home  office,  it  would 
appear  in  the  files,  would  it  ? 

Mr.  Callis.  We  would  have  that  in  the  files. 

Mr.  Kelley.  Will  you  bring  me  the  correspondence  relating  to  the 
purchase  of  the  Seattle  Construction  &  Dry  Dock  Co.'s  property,  and 
the  resale  of  it  to  Skinner  &  Eddy  ? 

Mr.  Callis.  Yes. 

Mr.  Kelley.  That  is  all  I  have. 

Mr.  Hadley.  I  have  one  question.  In  regard  to  the  installation  ot 
machineiy  Mr.  Walsh  asked  you  some  questions  about  that,  and  re- 
ferring back  to  that  point,  who  accepts  the  machinery  on  the  part  of 
the  Fleet  Corporation  when  it  is  ordered  by  it  and  shipped  to  it? 

Mr.  Callis.  The  supply  department. 

Mr.  Hadley.  The  supply  department  of  the  local  district  office? 

Mr.  Callis.  Yes;  if  that  machinery  is  built  in  this  district. 

Mr.  Hadley.  And  if  not,  then  how? 

Mr.  Callis.  In  the  district  in  which  it  is  built. 

Mr.  Hadley.  That  may  be  east  ? 

Mr.  Callis.  It  may  be  east. 

Mr.  Hadley.  There  is  an  acceptance,  then,  in  the  case  of  machinery 
shipped  from  the  east  before  it  is  ever  seen  liere  in  this  district? 

Mr.  Callis.  Yes. 

Mr.  Hadley.  Is  there  no  reservation  in  the  order  at  all  whereby 
there  may  be  a  test  after  installation  before  final  acceptance? 

Mr.  Callis.  I  do  not  know,  Mr.  Hadley.  I  have  never  seen  the 
contract  between  the  supply  department  and  any  of  their  contractors. 

Mr.  Hadley.  Is  there  a  regular  contract — or  do  you  know — a  writ- 
ten form  of  contract  in  current  use  between  the  supply  department 
and  the  contractors  ? 

Mr.  Caixis.  I  do  not  know.    I  presume  there  is. 

Mr.  Hadley.  Well,  reference  was  made  to  such  cases  as  the  installa- 
tion of  machinery  that  was  found  to  be  entirely  out  of  order,  and 
it  had  to  be  taken  out  and  refitted,  possibly  repaired  and  rebuilt 
after  installation.  Now,  if  such  a  case  arises,  is  it  possible  to  detect 
these  matters  in  advance  on  the  part  of  the  inspectors  who  inspect  for 
acceptance? 

Mr.  Callis.  It  is  easy  in  some  cases,  and  in  others  it  is  not.  Now, 
you  take  the  crank  shaft  that  is  out  of  line,  or  in  the  building  of  the 
engine  one  of  the  cylinders  is  out  of  line.  That  engine  may  operate 
under  steam  24  hours  before  it  begins  to  heat  up,  showing  that  some- 
thing is  wrong. 

Mr.  Hadley.  In  view  of  that  fact,  using  that  as  an  illustration,  and 
others  which  may  no  doubt  be  used,  you  could  not  say  it  was  not  only 
a  desirable  arrangement,  but  a  prudent  business  arrangement,  in  plac- 
ing orders  that  there  should  be  a  suitable  reservation  providing  for  a 
test  of  machinery  after  installation  before  there  should  be  an  absolute 
unconditional  acceptance? 
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Mr.  Calus.  Yes;  there  should  be  a  guaranty  clause  to  those  con- 
tracts. 

Mr.  Hadley.  That  is  the  idea  I  had  in  mind.  Otherwise,  the 
test  or  inspection  might  occur  at  the  time  of  acceptance  before  in- 
stallation, and  there  may  be  latent  defects  in  the  machinery,  or  defects 
that  for  some  reason  or  other  could  not  be  observed  until  opera- 
tion, and  the  office  or  the  board  might  be  very  much  imposed  upon 
unless  they  had  the  opportunity  to  apply  this  test  in  actual  opera- 
tion ;  but  I  understand  from  your  statement,  from  the  examination 
upon  the  point,  that  there  was  no  opportunity  to  make  any  practical 
test  before  the  liability  for  payment  would  arise;  is  that  correct? 

Mr.  Cali^is.  Well,  while  they  are  building  the  engines,  the  inspec- 
tor makes  his  inspection.  We  turn  the  steam  on  the  engine  and  I 
am  speaking  of  the  engine  as  representing  all  that  equipment  that 
is  furnishedby  the  Emergency  Fleet  Corporation — we  turn  steam  on 
the  engine  and  we  watch  the  performance  of  that  engine.  If  the 
inspectors  are  convinced  that  everything  is  all  right,  as  far  as  it  has 
developed,  they  run  the  light  trial.  Now,  assume  that  in  rimning 
that  light  trial,  they  note  a  knocking  in  their  engine,  they  will  begin 
to  investigate  and  finally  analyze  what  is  causing  it. 

Now,  suppose  that  is  due  to  the  high  pressure  cylinder  being  out 
of  line,  due  to  the  facing  of  the  columns  having  slightly  bilged  the 
cylinder,  vou  see,  we  will  bring  that  boat  in,  listing  that  item  as  one 
of  the  deficiencies  developed  on  the  trial  trip.  That  boat  will  come 
in  and  if  the  builders'  wharf  is  available,  say,  for  instance,  one  of 
the  Seattle  outfitting  yards,  tliey  will  run  the  boat  to  that  yard  and 
we  will  request  that  the  installation  plant  take  down  that  engine 
and  determine  what  the  trouble  is;  that  is,  with  our  inspection 
force  to  make  the  necessary  repairs,  keeping  a  separate  cost  on  that 
operation. 

Mr.  Hadley.  Then,  when  that  is  made,  to  whom  is  the  charge  sub- 
mitted ? 

Mr.  Callih.  We  allow  the  builder  an  extra  for  that  additional 
work  as  not  coming  under  his  contract.  We,  in  turn,  send  that 
statement  to  the  supply  department,  and  then  it  is  up  to  them  to  col- 
lect the  money  from  the  people  that  built  their  engine. 

Mr.  Hadley.  In  practice,  do  you  know,  are  they  able  to  collect? 

Mr.  Callis.  That  I  can  not  say,  because  it  goes  to  Philadelphia. 

Mr.  Hadley.  It  goes  back  to  the  first  question  I  asked  as  to  what 
kind  of  contracts  there  is  between  the  supply  department  and  those 
furnishing  the  materials  and  if  there  is  a  form  of  contract  in  current 
use  that  is  followed,  you  would  not  know  anything  about  that? 

Mr.  Callis.  No;  we  would  not  know  anything  about  that;  that 
is  made  in  Philadelphia. 

Mr.  Hadley.  At  the  head  office! 

Mr.  Callis.  Yes. 

Mr.  Hadi^y.  We  would  have  to  refer  to  the  Philadelphia  office 
to  get  that? 

Mr.  Callis.  Yes. 

Mr.  Hadijey.  In  other  words,  you  are  not  able  to  state  whether 
there  is  any  guaranty  that  will  protect  after  installation  against 
inherent  defects,  latent  or  otherwise,  that  arise  upon  trial  ? 

Mr.  Callis.  No  ;  I  am  not  in  a  position  to  say. 
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Mr.  Hamlet.  That  is  all. 

Mr.  Kelley.  When  did  you  say  you  were  appointed  assistant 
district  manager? 

Mr.  Callis.  April  1,  1919. 

Mr.  Keixey.  You  recall  about  that  time  the  general  conditions 
in  the  office,  and  can  you  say  whether  or  not  you  Knew  quite  a  little 
in  advance  you  were  likely*^  to  be  appointed !  When  did  you  first 
know  that  you  were  going  to  be  appomted  as  assistant  district  man- 
ager— ^a  week  or  two,  possibly  ? 

Mr.  Caixis.  Longer  than  that. 

Mr.  Kelley.  Ijonger  than  that? 

Mr.  Callis.  Capt.  Blain  returned  east  to  attend  a  district  man- 
agers' meeting  during  the  strike  that  we  had  out  here,  and  he  took 
Capt.  Magee  back  with  him — or  the  home  office  wired  for  Capt. 
Magee  to  return — on  the  question  of  wood-ship  program,  adjusting 
business  pertaining  to  that,  that  I  was  not  familiar  with  at  all ;  and, 
<m  leaving,  Capt.  Blain  told  me  that  he  was  going  to  resign.  I 
assumed  that  I  would  be  made  assistant  district  manager  if  Capt. 
Hagee  was  made  district  manager,  for  this  reason,  that  Capt.  Magee 
did  not  know  anything  about  the  steel-ship  program. 

Mr.  Kelley.  Did  you  ever  expect,  when  Magee  left,  that  you 
would  be  made  manager;  or,  rather,  that  that  would  be  a  natural 
promotion?    Would  it  not? 

Mr.  Callis.  Well,  to  be  frank,  I  did  expect  it. 

Mr.  Kelley.  Oh,  you  did  expect  it? 

Mr.  Callis.  I  did  expect  it. 

Mr.  Kelley.  Yes. 

Mr.  Callis.  As  a  matter  of  fact,  when  District  Manager  Blain 
returned  east,  I  sent  my  resignation  in.  I  had  worked  long  hours; 
I  had  worked  seven  days  a  week,  continuously,  during  the  war, 
without  any  time  oflf.  My  nerves  were  getting  the  best  of  me,  and  I 
felt  that  I  was  reaching  a  point  where  I  was  going  to  have  a  physi- 
cal breakdown.  I  was  mchned  to  worry  about  things.  I  was,  prob- 
ably, taking  it  too  seriously,  and  I  felt  that  if  Capt.  Blain  was  going 
to  get  out 

Mr.  Kelley.  That  you  ought  to  be 

Mr.  Callis.  No;  that  I  would  assume  a  great  deal  more  responsi- 
bilities and  duties  than  I  could  physically  stand ;  and  I  wrote  him  a 
letter,  and  told  him  I  would  like  to  resign,  but  I  would  stay, 
if  his  successor  was  appointed,  until  his  successor  would  convince 
me  that  he  had  no  further  use  for  my  services,  and  then  I  wanted  to 
retire.  Well,  it  happened  that  I  diJ  not  gauge  mv  physical  qualifi- 
cations with  any  degree  of  accuracy,  and  the  strite  came  on,  and  I 
was  out  here  alone  with  this  organization,  and  I  got  enough  excite- 
ment out  of  it  to  stimulate  me  and  knocked  out  any  idea  of  pulling 
out.  Capt.  Magee  came  back  and  was  made  district  manager,  and 
he  asked  me.  as  a  personal  favor  to  him,  if  I  would  give  up  any 
idea  of  resigning. 

Mr.  Kelley.  So  you  continued  on  as  assistant  under  Mr.  Magee? 

Mr.  Callis.  I  continued  on;  and  Mr.  Frick,  when  he  came  out 
here 

Mr.  Kelley.  Now,  just  a  minute  about  that.  When  Capt.  Magee 
decided  to  leave,  then  the  same  question  came  up  again  ?     Did  you 
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not  rather  expect  possibly  that  you  might  be  appointed?  It  would 
seem  as  though  you  should  have  been  appointed  then,  would  it  not? 

Mr.  Calijs.  Well,  I  will  tell  }'^ou,  Mr.  Kelley.  When  the  question 
came  up,  I  happened  to  be  in  ^California.  I  was  making  a  survey 
of  the  steel  yards  down  there  for  the  purpose  of  comparing  the 
work  done  against  this  district.  In  other  words,  as  I  explained  to 
Capt.  Magee,  I  felt  that  for  the  future  of  the  shipbuilding  industry 
in  the  Pacific  Northwest  it  was  absolutely  essential  that  they  turn 
out  the  highest  ^rade  work  that  could  be  turned  out ;  that  they  were 
up  against  the  increased  cost  of  production  here  when  competing 
with  the  East;  that  it  was  a  long  haul  from  the  East  out  here  in 
the  way  of  steel  and  equipment,  and  the  only  way  that  they  could 
make  out  would  be  in  the  nigh-grade  work. 

Mr.  Kelley.  Just  a  minute.  You  probably  knew  a  little  in 
advance  of  Capt.  Magee's  resignation  that  he  was  going  to  resign, 
did  you  not? 

Mr.  Callis.  I  received  that  while  I  was  in  California.  He  wired 
me  of  the  fact  that  he  was  going  to  resign. 

Mr.  Kelley.  That  was  your  first 

Mr.  Callis.  Official  notice. 

Mr.  Kelley.  Do  you  remember  when  that  was  ? 

Mr.  Callis.  I  should  say  around  May  18. 

Mr.  Kelley.  Around  what? 

Mr.  (^ALLis.  May  18.    Now,  wait  a  minute.    March,  I  guess. 

Mr.  Kelley.  March  18? 

Mr.  Callis.  March  18.^ 

Mr.  Kelley.  Because  Capt.  Magee  actually  went  out  in  April, 

<iid  he  not  ? 

Mr.  Callis.  Yes;  I  had  a  strong  suspicion  that  he  was  going  to 
resign,  but  had  never  discussed  it  with  him,  and  he  wired  to  me 
down  there  to  return  immediately ;  that  he  was  going  to  resign. 

Mr.  Kelley.  Did  he  talk  over  with  you  his  plans;  what  he  was 
going  to  do? 

Mr.  Callis.  Not  until  after  I  came  back. 

Mr.  Kelley.  That  is  what  I  mean. 

Mr.  Callis.  lie  mentioned  then  he  had  been  offered  a  position 
as  vice  president  and  general  manager  of  the  Winslow  Marine 
Eailwav  &  Shipbuilding  Co. 

Mr.  Kelley.  But  you  knew  in  March — some  time  in  March — that 
he  actually  had  resigned  to  take  effect  later  on? 

Mr.  Callis.  Yes.  ... 

Mr.  Kelley.  Have  you  considered  the  advisability  of  canceling 
these  contracts  that  Mr.  Magee  made  with  himself,  practically, 
toward  the  end  of  his  term,  after  he  had  made  all  of  his  plans  U» 
go  to  the  Winslow  Co.  and  had  practically  resigned  as  an  officer 

here  ? 

Mr.  Caixis.  While  I  was  in  Philadelphia  was  the  first  intima- 
tion i  had  that  the  Winslow  people  were  doing  any  work  for  the 
Emergency  Fleet  Corporation,  and  at  the  time  it  was  brought  to 
mv  attention  T  appreciated  the  fact  that  it  would  be  advisable  to 
let  them  finish  up  their  work,  providing  the  state  of  completion  of 
the  work  was  sufficient  to  warrant  letting  it  stay  there.    They  had 

I  In  ei  letter  to  the  chnlrman  from  D.  M.  Callis,  this  date  was  determined  as  between 
Apr.  16  and  Apr.  20,  1919. 
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all  the  machinery,  all  the  equipment  in  the  yard,  that  was  sent 
there  from  the  Hartzell  Co.'s  regime. 

Mr.  Kelley.  Well,  you  would  not  approve,  would  you,  of  a  dis- 
trict manager  awarding  contracts  to  a  concern  after  he  knew  that 
he  was  to  become  the  manager  of  that  concern  in  a  few  days? 

Mr.  Callis.  Absolutely  not. 

Mr.  Kelley.  Is  not  that  what  happened  in  this  case  ? 

Mr.  Callis.  I  do  not  know.  I  am  not  in  a  position  to  say  whether 
Capt.  Magee 

Sir.  Kelley.  Don't  you  know  that  when  Capt.  Magee  made  this 
contract  that  it  was  in  April  ? 

Mr.  Callis.  No  ;  1  do  not  know  that. 

Mr.  Kelley.  You  have  just  testified  you  knew  he  was  going  to 
resign  in  March.  Of  course,  if  you  knew  it  he  knew  it,  and  still 
knowing  that  he  was  going  to  resign,  and  knowing  that  he  was  going 
with  the  Winslow  people,  he  went  ahead  and  made  a  contract  with 
the  concern  to  which  he  was  going. 

Mr.  Callis.  I  did  not  know  that  at  all. 

Mr.  Kelley.  Give  us  something  of  an  idea  of  the  nature  of  this 
contract  with  the  Winslow  people. 

Mr.  Callis.  I  did  not  even  know  that  he  had  a  contract,  Mr. 
Kelley. 

Mr.  Kelley,  Have  they  not  got  a  contract  for  all  the  repairs  in 
this  i*egion? 

Mr.  Callis.  Yes;  but  I  had  no  occasion  to  look  it  up.  I  do  not 
know  that  he  has  made  a  contract  with  the  Winslow  people. 

Mr.  Kelley.  You  knew  that  the  district  management  here  was 
sending  all  their  repair  work  to  this  yard,  coming  under  a  contract 
made  by  Magee  in  April,  did  you  not? 

Mr.  Callis.  All  the  repair  work? 

Mr.  Kelley.  Well,  the  bulk  of  it. 

Mr.  Callis.  No;  I  do  not. 

Mr.  Kelley.  How  much  of  it  are  they  sending? 

Mr.  Callis.  My  instructions  to  the  organization  when  I  took  hold 
of  that  and  got  into  this  wood  program  were  that  extra  work  that 
had  to  be  done  would  be  ordered  from  the  installation  contractor, 
and  if  he  did  not  have  the  docking  facilities  it  was  up  to  him  to  make 
an  arrangement  with  a  dry  dock  to  dock  the  vessel,  billing  the  cor- 

r)ration  the  straight  rates  that  he  received  without  profit  to  himself, 
did  that  for  this  reason :  To  eliminate  any  possibiht}^  of  any  repair 
yard  claiming  that  the  office  was  discriminating  against  him.  Now, 
in  the  case  of  the  boats  that  were  turned  out  by  the  Tacoma  Ship- 
building Co.,  the  work  that  the  Winslow  Marine  Railway  did  was 
done  under  direct  orders  of  the  Tacoma  Shipbuilding  Co. 

Mr.  Kelley.  Possibly  we  can  get  at  it  best  in  this  way :  If  you  will 
be  kind  enougli  to  get  it  from  the  auditor,  or  wherever  it  is  on  file, 
the  contract  with  the  Winslow  people  and  a  statement  showing  tlie 
gtoss  business,  the  money  that  nas  been  paid  to  them  since  tlie  1st 
of  April,  1919,  the  amount  of  money  which  has  been  paid  that  con- 
cern since  the  1st  of  April,  1919,  and  the  contract  under  which  those 
payments  were  made. 

That  is  all. 

The  Chairman.  Mr.  Callis,  during  Capt.  Blain's  incumbency  of 
the  office  of  district  manager,  while  you  were  attached  to  the  office 
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here  under  his  jurisdiction,  did  you  notice  any  signs  of  friction  or 
trouble  in  the  work  going  on  between  Capt.  Blain  and  any  of  his 
subordinates? 

Mr.  Callis.  I  do  not  quite  follow  you,  Mr.  Walsh. 

The  Chairman.  During  the  time  that  Capt.  Blain  was  in  charge 
of  the  district  oflSce,  while  you  were  under  his  jurisdiction,  did  you 
notice  any  signs  of  friction  and  trouble  between  Capt.  Blain  and  any 
of  his  subordinates? 

Mr.  Callis.  I  can  not  say  that  I  did. 

The  Chairman.  That  is  all. 

Mr.  Keli.ey.  The  relations  between  the  auditor  and  the  general 
manager  were  always  friendly,  so  far  as  you  know  ? 

Mr.  Callis.  I  had  in  mind  when  I  answered  just  our  own  organiza- 
tion.    There  was  friction  between  Blain  and  the  former  auditor. 

Mr.  Walsh.  Mr.  Purse? 

Mr.  Callis.  Mr.  Purse.  However,  I  think  that  difference,  as  far 
as  I  know,  was  of  short  duration,  just  prior  to  Purse's  i*esignation. 

The  Chairman.  Where  did  Mr.  Purse  go? 

Mr.  Callis.  I  understand  that  he  entered  the  employ  of  the  former 
district  supervisor,  Pigett.    I  am  not  sure  about  that. 

The  Chairman.  Have  you  any  questions,  Mr.  Foster? 

Mr.  Foster.  No. 

The  Chairman.  Mr.  Hadley  ? 

Mr.  Hadley.  No. 

The  Chairman.  I  think  that  is  all,  Mr.  Callis,  until  you  get  some 
of  this  information  called  for. 

Mr.  Callis.  Yes,  sir. 

The  Chairman.  And  when  you  get  that  we  will  want  to  ask  you 
some  more  questions. 

Mr.  Callis.  All  right. 

The  Chairman.  We  are  very  much  obliged  to  you,  sir. 

Mr.  Calijs.  Don't  mention  it  at  all. 

The  Chairman.  We  will  take  a  recess  until  2.15  p.  m. 

(Whereupon,  at  1.15  o'clock  p.  m.,  a  recess  was  taken  until  2.15 
o'clock  p.  m.) 

(Data  requested  of  witness  and  later  submitted  by  him  is  as  fol- 
lows:) 

Apbtl  20,  1919. 
Steamship  Fort  RuhhcU,  huH  No.  2136. 
Seaborn  Shipyards,  T  acorn  a,  Vi'ash, 

Gentlp:men  :  Referring:  to  your  hull  2136,  steamship  Fort  RunseU,  this  Is  to 
advise  you  that  this  vessel  has  heen  surveyed  hy  a  sur^^eyor  to  the  bureau  and 
that  we  find  the  work,  as  far  as  It  has  procee<led.  Is  satisfactory  to  the  bureau. 
This  vessel  has  a  standard  Ferris  rudder  of  reduced  area,  but  we  understand 
it  Is  the  purpose  of  the  EmerRenoy  Fleet  Corporation  to  sul)stltute  a  steel  stocic 
or  reinforcement  stock,  according  to  drawing  19.VS  or  some  other  approved 
drawing.  The  freeboard  markings  of  this  vessel  have  been  placed  on  the  side 
and  verified  as  being  In  accordance  with  the  rules  of  this  society. 

On  April  24  recommendations  were  made  for  caulking  this  vessel's  bottom. 
This  work  Is  now  under  way  and  will  be  flnlshe<l  in  about  two  or  three  days. 

Should  It  develop  that  the  requirements  of  the  plans  and  specifications  and 
the  general   recommendations   have   not   been   complied   with,   or   deficiencies 
develop  not  observable  at  this  time,  the  bureau  reserves  the  right  to  require 
that  such  matters  be  dealt  with  before  final  classification. 
Yours,  very  truly  , 

American  Bureav  of  SHipprNo. 
B.   B.  Whitney,  Surveyor. 
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New  York,  July  21, 1919. 

Steamship  Fort  Russell,  hull  No.  2136,  Sealwm  Shipyards,  for  Emergency  Fleet 

CJorporation, 

P.  J.  MrAULlFFE, 

Manaper  Ship  Construction  Division,  Philadelphia,  Pa. 

Dear  Sib:  We  are  in  receipt  of  letter  ami  inclosed  final  reiwrts  from  our 
Seattle  surveyors  regarding  the  above  vessel,  and  in  regard  thereto  have  to 
advise  you  that  this  vessel  was  accepted  by  the  United  States  Shipping  Board 
without  seaworthy  certifi<*ate,  in  error.  The  acceptance  evidently  having  been 
made  upon  our  surveyor's  letter  of  April  26  in  order  that  the  builders  might  be 
able  to  deliver  the  hull  to  the  outfitting  dei)artment  for  the  Installation  of  the 
machinery,  copy  of  which  it  attached. 

The  in.«5tallers  of  the  machinery,  who  were  the  builders  of  the  hull,  failed  to 
notify  our  surveyors  where  the  trial  trip  took  place,  and  they  therefore  were 
not  in  attendance. 

The  vessel  after  being  practically  completeti  was  laid  up  for  considerable 
time  waiting  for  the  Installation  of  the  steel  rudder  stock  which  was  provided 
and  fitted.  Final  examination  of  this  sto<*k  after  it  was  machined  was  not 
made  by  any  of  our  surveyors  for  the  reason  that  they  were  not  notified  when 
it  was  ready  for  examination. 

The  vessel  was  taken  over  by  the  owners,  loaded,  and  cleared  for  Tendon 
witlioiit  notice  to  our  surveyors,  which  will  render  her  Ineligible  for  class  until 
such  time  as  final  survey  Is  completed. 
Yours,  very  truly, 

Amebtcan  Bureau  of  Shipping, 
Geo.  G.  Sharp,  Chief  Surveyor. 


UifiTED  States  Shipping  Board 

Emergency  Fleet  Corporation, 
^^  Philadelphia,  Pa.,  July  23,  1919. 

From :  Manager  Ship  Constnictlon  Division. 

To  :  Northern  Pacific  District,  Mr.  H.  B.  Frick,  district  manager. 

Subj€>ct :  Ferris  type  steamship  Fort  Russell,  hull  No.  2136,  Seaborn  Shipyards, 

contract  No.  328  W.  H. 
Inelosure:  Copy  of  letter  from  American  Bureau  of  Shipping  dated  July  21, 

1919;  copy  of  letter  to  the  Seaborn  Shipyard  dated  April  26, 1919»  signed  Amer- 

Bureau  of  Shipping,  by  B.  B.  Whitney,  surveyor. 

1.  We  Inclose  herewith  copy  of  letter  from  the  American  Bureau  of  Shipping 
date<l  July  21,  1919,  and  a  letter  to  the  Seaborn  Shipyards  dated  April  26,  1919, 
signed  B.'b.  Whitney,  surveyor. 

2.  We  would  appreciate  your  comments  upon  the  first  letter  above  referred 

to  relative  to  the  claim  of  the  Amerlom  Bureau  of  Shipping  that  the  Ferris  type 

wooden  steamship  Fort  Russell  was  accepted  by  the  United  States  Shipping 

Board  without  seaworthy  certificate,  in  error. 

Yours,  truly, 

P.  J.  McAttlii'TE, 

Manager  Ship  Construction  Division. 

By  N.  D.  Tanner, 

Executive  Assistant. 


August  13,  1919. 
Memorandum. 

Hull  No.   2136,    steamship  Fort   Russell,    Seaborn    Shipyards   Co.,    American 
Bureau  certificate. 

Mr.  D.  M.  Callis, 

Assistant  District  Manager: 

1.  Referring  to  attached  letter  from  Executive  Assistant  N.  D.  Tanner 
relative  to  subject  matter. 

2.  Please  be  advised  I  have  taken  this  up  with  the  American  Bureau  of 
Shipping.  Capt.  B.  B.  Whitney  advised  me  that  the  only  reason  the  American 
Bureau  certificate  of  seaworthiness  has  not  been  supplied  this  vessel  is  because 
the  Seaboni  Shipyards  Co.  neglected  to  notify  the  American  Bureau  that  installa- 
tion of  steel  rudder  was  completed,  so  they,  in  turn,  could  have  one  of  their 
surveyors  inspect  the  work.  ~ 
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3.  The  vessel  loaded  a  cargo  of  ties  for  the  United  Kingdom,  and  should  be 
due  there  within  a  short  time. 

4.  All  other  work  on  above-named  vessel  was  satisfactory  to  the  American 
Bureau. 

S.  RlTSTAD, 

Acting  AssMtant  in  Charge  Wood-8hip  Constructiim, 


OCTOBEB  7,  1918. 
From :  District  No.  7»  engineer  officer. 

To :  Mr.  R.  Sanford  Riley,  executive  hejtd  performance  branch,  Philadelphia,  Pa. 
Subject:  Steamship  Blackford.     Investigation  into  abandonment  of  vessel  off 
the  coast  of  Lower  California,  September  17,  1918. 

At  the  request  of  Capt.  A.  F.  Pillsbury,  district  manager.  District  No.  7,  the 
investigation  over  the  sinking  of  the  steamship  Blackford,  held  at  the  office  of 
the  local  inspectors  of  hulls  and  boilers  on  Saturday,  October  5,  and  to-day, 
October  7,  w^as  attended  by  myself  and  other  representatives  of  the  Emergency 
Fleet  Corporation. 

The  captain  stated.  In  his  testimony,  that  at  no  time  did  he  consider  the 
leakage  into  the  ves.*<el  serious  (although  the  deck  log  which  was  produce<l  In 
evidence  this  morning  showeil  that  they  had  at  times  62  inches  of  water  in 
No.  3  hold). 

The  steam.ship  Blackford  was  built  by  the  Grays  Harl)or  Motorshlp  Corpora- 
tion, Washington,  and  was  a  special  type  of  their  design — a  twin-screw  vessel, 
engines  total  1,4()0  horsepower  water-tube  boilers  of  the  Heine  type. 

With  the  exception  of  the  first  assistant  engineer,  apparently  the  engine- 
room  crew  have  not  had  many  years'  experience  at  sea. 

The  captain,  first  officer,  second  officer,  chief  engineer,  first,  second,  and  third 
assistant  engineers,  one  water  tender,  and  one  quartermaster  testified  before  the 
Inspectors.  The  captain  testified  on  Saturday  ami  also  this  morning,  and 
stoutly  maintained  that  he  did  .lot  consider  the  leakage  into  the  vessel  was  at 
any  time  dangerous.  This  was  api>arently  backed  up  by  the  testimony  of  the 
chief  engineer  (whom  I  personally  interviewed)  In  his  statement  that  the  small 
bilge  pump  which  had  a  5-inch  water  end  had  kept  the  ship  clear  without  any 
difficulty  until  they  struck  bad  weather.  The  third  assistant  engineer  testified 
that  at  no  time  on  his  watch  had  he  run  the  small  pump  more  than  half  an 
hour. 

If  the  testimony  of  the  engineers  is  to  be  believed,  the  seaworthiness  of  the 
ship  up  to  the  time  she  encountereil  bad  weather  can  not  be  questioned. 

Very  often,  in  sounding  vessels,  when  it  Is  done  with  a  short  rod  with  a  line 
attaclied,  faulty  soundings  are  given  by  the  quartermaster,  especially  if  the 
depth  of  the  floor  allows  the  short  rod  to  become  horizontal  after  leaving  the 
sounding  pii>e.  This  might  be  the  case  when  the  sounding  pipe  does  not  go  near 
the  skin  of  the  ship,  but  terminates  at  the  ceiling. 

Apparently  the  captain  has  been  somewhat  derelict  in  not  reporting  that  he 
had  62  Inches  of  water  in  the  ship,  or  at  least  in  not  investigating  to  see  If  the 
statement  was  true. 

One  glaring  fault  In  this  ve»^l  is  the  manner  In  which  the  bilge  piping  was 
arranged.  It  appears  that  the  mouth  of  the  suction  pipes  had  no  strainer,  but 
the  pipe  was  continued  from  the  bilge  to  the  distributing  manifold,  and  between 
this  distributing  manifold  and  the  pump  was  a  strainer  box.  There  is  no 
question  but  what  this  arrangement  would  lead  to  considerable  trouble  in  a 
new  woo<len  ship,  as  more  or  less  shavings  are  nearly  always  left  In  the  vessel, 
even  though  care  is  taken  in  cleaning  the  bilge  before  the  ship  goes  into  com- 
mis.'^ion.  Suction  pipes  should  by  all  means  have  strainers,  even  though  there 
may  be  a  strainer  box  between  the  manifold  and  the  bilge  pumps. 

The  steamship  Blackford  was  not  classified.  It  is  our  understanding  that 
classification  was  refused  by  the  American  Bureau  of  Shipping. 

We  have  been  promised  a  transcript  of  the  evidence  given  to  the  inspectors, 
and  have  also  requested  the  bunders  to  send  us  various  plans  of  the  vessel,  in- 
cluding piping  plans.  When  these  are  received  we  will  forward  to  you  another 
statement 

W.  H.  AusoN,  Engineer  Officer, 

Capt.  PiiJ^nrKY. 
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AFTER  RECESS. 

The  committee  reassembled,  at  the  expiration  of  the  recess,  at  2.1& 
o'clock  p.  m. 

TESTIMONT  OF  HB.  OEOSOE  P.  DEANE— Besumed. 

The  Chairman.  Mr.  Deane,  have  you  been  able  to  get  some  of  the 
information  that  the  committee  has  asked  you  for  ? 

Mr.  Deane.  Yes,  sir;  I  have  some  of  it  here,  and  I  am  having  the 
rest  coming  along.  That  has  to  do  with  the  Sloan  Shipyards  Cor- 
jwration.     [Handing  paper  to  chairman.] 

(The  statement  submitted  by  the  witness  is  as  follows:) 

statement  of  R.  M.  Calkirut*8  contract  in'th  l^loan  Shippards  Corporation^  July 

31,  J9W. 

Cost  of  4  motor  ships $2,223,989.20 

Commission  to  riinchfipld  Navigation  Co 294, 066.  60 

Commission  to  R.  M.  Calkins 100, 000. 00 

Total 2,  618, 05.5.  80 

Contract  price 2,000,000.00 

Net  loss  sustained 618, 055. 80 

Note. — Some  adjustment  is  yet  to  be  made  with  R.  M.  Calkins  on  extras, 
which  will  reduce  the  loss  sustained  somewhat. 

The  Chair:max.  Were  you  able  to  get  copies  of  the  contracts? 

Mr.  Dflvne.  For  Skinner  &  Eddy  oi;  for  Sloan  ? 

The  Chairman.  Sloan  and  Skinner  &  Eddv? 

Mr.  Deane,  Copy  of  Sloan's  contract  is  there,  and  I  have  Skinner 
&  Eddv's  contracts  here  to  show  voii. 

The  Chairman.  The  Seattle  Dry  Dock  Co.? 

Mr.  Deane.  I  have  the  purchase  of  that  here,  too. 

The  Chairman.  The  purchasing  agreement? 

Mr.  De.\ne.  That  is,  the  purchasing  agreement  of  the  Seattle  Con- 
struction &  Dry  Dock  Co. 

(Copy  of  agreement  submitted  by  the  witness  is  as  follows:) 

Supplemental  Agreement  to  No.  13  S.  C.  and  No.  309  S.  C. 

May  10.  1918. 

Seattle  Constkuction  &  Dry  Dock  Co., 

Seattle,  Wash. 

Gentlemen  :  On  Auf?URt  3,  1917,  we  requisitioned  while  under  construction  in 
your  yard  liuUs  Nos.  91  to  99,  both  Inclusive,  101,  102,  and  103.  Of  these  hulls 
No8. 92,  93,  and  94  have  been  delivered  and  No.  91  has  been  launclied. 

We  subsequently  placed  with  you  a  contract  for  the  construction  of  10  com- 
pleted ships  (contVact  No.  13),  hulls  Nos.  104,  105,  and  108  to  115,  both  inclu- 
sive.   Of  these  Nos.  108  to  111,  both  inclusive,  are  now  on  the  ways  at  Seattle. 

Hulls  Nos.  96,  97,  98,  99,  101,  102,  and  103  are  being  constructed  at  Todd 
Dry  Dock  &  Construction  Co.  at  Tacoma. 

We  desire  to  acquire  certain  of  your  assets,  and  we  now  make  you  the  follow- 
ing proposition : 

(1)  We  will  purclia.se  from  you  all  of  your  real  estate,  plant,  equipment,  and 
machinery  at  Seattle  (with  the  exception  of  the  dry  docks)  for  the  total  sum 
of  $3,874,313,  of  wliich  sum  we  are  to  pay  you  $1,374313  in  cash  at  the  time  of 
the  delivery  of  the  documents,  and  the  balance  by  accepting  the  property  subject 
to  the  existing  nwrtgages  totaling  $2,500,000,  of  which  $1,500,000  bears  interest 
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at  the  rate  of  4^  per  cent  per  annum  and  matures  in  1926,  and  the  other 
$1,000,000  bears  Interest  at  the  rate  of  6  per  cent  per  annum  and  matures  In 
1922.  We,  or  our  nominee,  will  assume  these  mortgages,  if  after  an  examina- 
tion of  the  provisions  of  the  mortgages  or  deetls  of  trust  we  are  convinced  that 
a  foreclosure  would  follow  if  we  did  not  assume  them.  We  shall  likewise  take 
such  steps  as  may  be  ne<?es8ary  to  relieve  your  other  assets  from  the  liens  of 
these  mortgages,  and  will  hold  you  harmless  from  the  possibility  of  a  deficiencY 
judgment.  The  purchase  price  is  based  on  your  balance  sheet  as  of  January  31. 
AVe  shall  pay  in  addition  to  said  sum  the  cost  of  additions  to  the  plant  and 
equipment  from  January  31  to  May  31,  1918,  minus  depreciation  for  the  same 
period. 

(2)  We  are  to  select  sufficient  material  now  on  your  premises  to  complete 
hulls  Nos  108,  109,  110,  and  111 ;  and  are  to  pay  you  the  actual  cost  thereof  to 
your  company,  including  freight  and  cartage,  less  what  has  already  been  paid 
for  by  us  or  the  former  owner. 

(3)  You  are  to  remove  the  two  dry  docks,  and  we  are  to  pay  the  towage 
expense  to  any  point  in  Seattle  or  Tacoma. 

(4)  We  are  to  select  five-twelfths  of  all  stock  and  supplies,  and  to  pay  you 
actual  cost  to  your  company  for  the  same. 

(5)  The  other  seven-twelfths  of  said  stock  and  supplies  and  remaining  hull 
materials  you  are  to.  remove  from  the  premises  with  all  reasonable  speed,  and 
we  are  to  i>ay  the  actual  expenses  of  moving  the  same  to  the  plant  of  the  Todd 
Dry  Dock  &  Construction  Co. 

(6)  Hulls  Nos.  104,  105,  112.  113,  114,  and  115  are  to  be  built  at  the  Todd 
Dry  Dock  &  Construction  Co.  plant,  in  accordance  with  our  existing  (X)ntract 
with  your  company,  and  we  are  to  order  promptly  four  additional  ships  under 
the  same  contract  and  at  the  same  terms. 

(7)  We  are  to  pay  to  your  company  for  the  requisitioned  ships,  as  above 
stated,  actual  cost,  in  accordance  with  the  definition  hereunto  annexed,  plus 
$10  i)er  dead-weight  ton.  Although  some  of  the>*<e  ships  are  under  construction 
at  the  Tacoma  plant,  there  is  to  be  no  intercompany  profit  charged.  You  are 
to  credit  to  us  all  sums  which  you  have  heretofore  received  either  from  the 
former  owners  or  from  ourselves.  You  are  to  remove  hull  Xo.  9.">  and  finish 
the  same  at  the  Tacoma  plant. 

(8)  As  to  Nos.  108,  109,  110,  and  111,  .vou  are  to  state  the  amounts  of  the 
cost  up  to  the  date  of  the  transfer,  and  will  cre<iit  all  progress  payments  which 
you  have  receive<i,  either  from  the  former  owners  or  from  ourselves  and  proper 
distributed  amounts  from  the  payments  received  by  you  through  the  impressed 
fimd.  We  are  to  pay  you  any  balance  if  you  have  been  underpaid  and  you  are 
to  return  to  us  proper  sums  if  you  have  l>een  overpaid. 

(9)  You  are  to  remove  at  our  exi)ense  the  materials  and  special  equipment 
for  Nos.  100,  106,  and  107,  being  scout  cruisers  under  construction  for  the 
Navy,  to  the  Tacoma  plant.    You  are  to  pay  for  this  special  equipment  at  cost 

(10)  We  are  to  cause  to  be  constructed  bollera  and  engines  for  the  seven 
commandeered  ships,  hull  Nos.  96  to  99,  inclusive,  101,  102,  and  103,  and  the  six 
contract  ships,  hulls  Nos.  104,  105,  112,  113,  114,  and  115  at  a  reasonable  lump- 
sum price  to  be  hereafter  determ!ne<l  by  Capt.  John  F.  Blaln. 

(11)  We  are  not  de<lucting  nny  depreciation  from  your  property  figures,  and 
for  that  rea.son  we  shall  not  all(»w  any  deprc^elatlon  as  an  Item  of  cost  In  the 
arrangement  covering  the  requisitioned  siilps. 

(12)  You  are  to  remove  the  dry  docks  as  soon  as  possible,  but  In  no  event 
later  than  September  1, 1918.  During  the  period  that  it  remains  on  the  property 
above  described,  you  are  to  pay  to  us  or  to  our  nominee  as  rental  one-quarter 
of  all  of  the  dockage  charges.  The  other  three-quarters,  whether  collected  by 
us  or  by  yourselves,  Is  to  be  paid  or  retained  by  you.  To  Insure  the  proper 
operation  of  the  dock,  your  company  is  to  have  the  privilege  of  naming  the 
men  who  are  actually  to  operate  it,  and  you  are  to  pay  their  wages.  The  pre- 
vailing rates  of  dockage  charges  are  to  be  charged,  and  all  of  the  repair  profits 
are  to  l>e  made  by  us  or  our  nominee. 

(13)  The  transfer  shall  take  effect  as  of  the  close  of  business  on  May  31, 
1918. 

(14)  You  are  to  supply  us  promptly  with  the  necessary  information  for 
search  of  title  of  the  property  and  bring  your  books,  records,  and  financial  state- 
ments up  to  date. 

(15)  If  not  completed  before  May  31,  you  are  to  remove  the  Nankin  (ex- 
Congress)  and  the  destroyer  (together  with  all  special  equipment  and  material 
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therefor)  which  you  are  coDstmeting  for  the  Navy  from  the  plant  at  Seattle 
and  finish  them  somewhere  else,  subject  to  the  consent  of  the  Navy  as  to  the 
destroyer.  If  such  consent  is  not  obtained,  then  arrangements  for  the  use  of 
the  plant  and  equipment  are  to  be  made  with  us  or  our  nominee  on  reasonal)le 
terms  to  be  determined  by  Capt.  John  F.  Blain. 

(16)  You  are  to  execute  a  more  formal  agreement  if  such  is  considered 
Det*ssary  by  us. 

117)  It  is  our  intention  in  malcing  this  transaction  to  expedite  the  construc- 
tion of  ships,  and  we  anticipate  that  here  may  be  certain  minor  matters  which 
will  have  to  be  adjusted.  • 

With  your  approval,  we  shall  name  Capt.  John  F.  Blain,  district  officer,  to 
detemUne  all  questions  of  differences  between  you  and  the  prospective  pur- 
chaser of  the  property  or  between  you  and  us. 
Ver>-  truly,  yours, 

Howard  Coonley, 

Vice  President, 
Approved. 

Chester  W.  Cuthell, 

General  Counsel, 
.\tfepte<l. 

Seattle  Construction  &  Dry  Dock  Co., 
By  Todd  Shipyards  Corporation, 
By  George  Palmer,  Vice  President, 


May  9,  1918. 
Deflnition  of  cost. 

Seattle  Construction  &  Dry  Dock  Co. 

.\ctual  cf>st  of  the  eonstniction  of  ships  shall  Include  the  following  and  Items 
similar  thereto  in  principle : 

(a)  The  net  costs,  after  deducting  all  discounts  obtained,  of  labor  and 
materials,  machinery,  equipment,  and  supplies  furnished  by  the  contractor  and 
entering  into  or  expended  In  the  manufacture,  building,  or  construction  of 
the  ships  and  other  dire(»t  charges,  such  as  insurance  on  the  ship,  etc. 

(6)  A  proper  proportion  of  running  expenses,  including  ordinary  rentals, 
cost  of  ordinary  repairs,  and  maintenance,  light,  heat,  power,  insurance,  man- 
agement, salaries,  and  other  Indirect  charges,  all  as  incurred  on  ac<*ount  of  the 
ships  constructed  under  the  arrangement  stated  in  the  annexed  letter. 

fo)  A  proper  pmportion  of  interest  accrued  within  the  taxable  year  on  bonds 
or  loans  existing  or  contracted  for  prior  to  the  date  of  this  contract  and  the 
proceeds  of  which  shall  be  used,  or  shall  have  l)een  or  shall  be  invested  in  plant, 
equipment,  etc.,  that  shall  be  used  in  the  performance  of  the  work  under  the 
trrangements  stated  in  the  annexed  letter. 

(<f)  A  proper  proportion  of  taxes  of  all  kinds  accrued  during  the  taxable 
year  with  respect  to  the  business  or  property,  except  any  Federal  taxes. 

(e)  A  proper  proportion  of  physical  losses  actually  sustained  within  the 
taxable  year  In  connection  with  the  construction  of  the  ships  under  the  arrange- 
nieiits  stated  in  the  annexed  letter,  except  losses  resulting  from  the  neglect  or 
(lefaiilt  of  contactor's  officers,  superintendents,  or  managerial  employees. 

(/^  There  shall  he  no  allowance  for  depreciation  on  i)lant  and  equipment, 
the  said  depreciation  having  been  compensated  for  in  another  way. 


confidential  information. 

This  indenture,  made  the  Ist  day  of  June,  1918,  between  United  States  Ship- 
ping Board  Emergency  Fleet  Corporation,  a  coriniratlon  organized  and  exist- 
ing tmder  the  laws  of  the  District  of  Columbia,  representing  tbe  United  States 
of  America,  party  of  the  first  part,  hereinafter  called  lessor,  and  Skinner  & 
Eddy  Corporation,  a  corporation  organized  and  exi^tlng  under  the  laws  of 
the  State  of  Washington,  party  of  the  second  part,  hereinafter  called  lessee. 
^^Bsor.  having  entered  into  an  agreement  with  Seattle  Construction  &  Dry 
I^k  Co.,  bearing  date  the  10th  day  of  May,  1918,  to  acquire  certain  assets  of 
said  company,  the  transfer  of  w^hich  by  said  agreement  Is  to  take  effect  as  of  the 
clo«e  of  the  business  of  May  31,  1918,  and  lessee  having  agreed  with  lessor 
to  lease  the  property  so  acquired  upon  terms  and  conditions  lierein  set  forth : 
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Now,  therefore,  this  Indenture  witnesseth,  that  lessor  has  let  and  by  these- 
presents  does  grant,  demise,  and  to  farm  let  unto  lessee,  and  lessee  doe» 
hereby  lease  from  lessor  the  following-described  property,  real  and  personal, 
to  wit: 

"The  buildings,  wayB,  shops,  and  premises  situate  in  the  city  of  Seattle^ 
State  of  Wa^^hlngton,  consisting  of  approximately  33  acres  of  ground,  includ- 
ing the  harbor  area,  bounded  and  described  as  follows: 

"Beginning  at  a  point  on  the  east  line  of  block  968,  Seattle  tide  lands, 
which  point  Is  3  feet  south  of  the  northeast  comer  of  lot  5  of  said  block; 
thence  west  along  a  line  parallel  to  and  3*  feet  distant  south  of  the  north 
line  of  said  lot  5  to  the  inner  harbor  line;  thence  south  17  degrees,  14  min- 
ute ,  and  15  seconds  west  along  the  said  Inner  harbor  line  to  the  north  lin«* 
'of  Connecticut  Street ;  thence  east  along  the  said  north  line  of  Connecticut 
Street  709.254  feet;  thence  north  188.5  feet  to  the  south  line  of  lot  16  In 
said  block  368,  intersecting  the  said  south  line  at  a  point  448.611  feet  west 
of  the  southeast  corner  of  said  lot;  thence  east  along  the  said  south  line  of 
lot  16,  448.611  feet  to  the  east  line  of  s^aid  block  368;  thence  northeasterly 
and  north  along  the  east  line  of  block  368  to  a  iwint  3  feet  south  of  the  north- 
east corner  of  lot  5  at  the  point  of  beginning  (excepting  therefrom  the  sf>uth 
15  feet  of  lot  — ,  block  368),  together  with  all  right,  title,  and  interest  of 
lessor  secured  by  it  from  Seattle  Construction  &  Dry  Dock  Co.  in  or  to  lands 
under  water  adjacent  to  the  tract  above  described. 

"  Together  with  a  certain  strip  of  land  approximately  45  feet  by  35  feet, 
lying  in  lot  17,  block  •3()8.  and  also  all  the  right,  title,  and  Interest  of  lessor^ 
formerly  all  the  right,  title,  and  Interest  of  Seattle  Construction  &  Dry  I>ock 
Co.,  in  and  to  certain  property  lying  immediately  north  of  the  first  tract  here- 
inbefore referred  to  in  and  by  virtue  of  a  certain  lease  or  agreement  entered 
into  between  the  owner  of  said  property  and  Seattle  (Construction  &  Dry  I>ock 
Co. ;  together  with  the  plant  and  all  equipment,  fixwl  and  ptirtable,  and  ma- 
chinery, wharves,  piers,  caissons,  docks  other  than  dry  docks,  .-^tructures^ 
superstructures,  erections  and  fixtures,  and  all  other  appurtenances  and  ac- 
cessories purchased  by  lessor  from  Seattle  Construction  &  Dry  Dock  Co.,  by 
the  agreement  of  May  10  hereinbefore  referred  to,  exclusive  of  any  proijerty 
to  be  removed  to  the  Tacoma  plant  of  the  Seattle  company,  under  and  by 
virtue  of  the  terms  of  the  said  contract  of  purchase  and  sale." 

To  have  and  to  hold  the  alM)ve-<lescril)e(l  i)roperty  and  premises,  which  will 
be  hereinafter  referred  to  as  the  "  demise<l  i)remises,"  unto  les.see  from  the  1st 
day  of  June,  1918,  for  and  during  and  until  the  full  end  and  term  of  two  years 
thence  next  ensuing;  that  is  to  say,  until  the  lst*of  June,  1020. 

Yielding  and  paying  for  the  demised  premises  unto  lessor  as  and  for  rent 
reserved  to  lessor,  the  following  sums  at  the  times  sijecified,  to-wit :  The  sum 
of  $125,000  for  the  first  of  the  30  periods  of  demised  term — that  is  to  say, 
from  the  1st  day  of  June,  1918,  up  to  and  including  the  date  \i\wu  which  tbe 
first  of  35  certain  ships  to  be  constructed  by  lessee  at  the  demi.se<l  premises  ii* 
to  be  delivered  to  lessor  by  the  terms  of  the  construction  contract  about  to  be 
entere<l  Into  between  the  parties:  for  each  of  the  29  additional  periods  there- 
after the  sum  of  $125,000.  to  be  paid  at  the  termination  of  the  successive  periods,, 
viz,  as  and  when  each  of  the  next  29  of  the  said  35  ships  is  to  be  delivered  bj* 
the  terms  of  the  construction  contract. 

If  lessee  shall  deliver  ships  under  the  construction  contract  prior  to  the  date 
specified  in  the  construction  contract,  the  equivalent  period  of  the  demise*!  term 
shall  be  deemed  to  have  terminated  at  the  date  of  said  prior  delivery,  and  the- 
rent  reserved  for  said  period  shall  become  due  and  payable  at  the  date  of  actual 
delivery. 

Provided  always,  that  if  it  shall  happen  that  the  said  rent  or  any  part 
thereof  shall  not  be  paid  on  any  day  on  which  the  same  ought  to  be  liiid  as 
aforesaid,  or  within  30  days  thereafter,  or  if  lessee  shall  during  the  term  of  this 
lease  vacate  or  abandon  the  aforesaid  premises,  or  violate  any  covenant,  agree- 
ment, or  proviso  by  lessee  to  be  performed  or  fulfilled  under  the  terms  hereof, 
which  violation  shall  continue  for  a  iieriod  of  30  days  after  notice  thereof,  then 
and  in  any  such  case,  and  at  all  times  thereafter,  it  shall  and  may  lie  tawfa) 
for  lessor  into  the  said  demised  premises,  or  any  part  thereof,  in  the  name 
of  the  whole  to  reenter  and  reiK)ssess,  hold  and  enjoy  the  same  again,  as  of  lt» 
former  estate  and  interest  therein,  and  remove  all  pers<ms  therefrom  by  sum- 
mary proceeding  or  otherwise,  anything  herein  contained  to  the  contrary  la 
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tny  wise  notwithstanding.  But  said  lessor  shall  be  entitled,  at  its  election, 
instead  of  giving  said  notice  or  terminating  the  lease  as  aforesaid  for  the  breach 
of  any  covenant,  to  restrain  by  injunction  such  violation  of  the  covenant. 

And  lessee  covenants  and  agrees  to  and  with  lessor  as  follows:  That  it, 
lessee,  shall  and  will  during  the  term  hereby  demised  well  and  truly  pay  unto 
lessor  the  said  rent  hereby  reserved  at  the  times  hei-eiubefore  limited  for  the 
pajment  thereof,  without  deduction  or  delay. 

And  lessee  further  covenants  and  agrees  that  it,  lessee,  shall  and  will,  during 
the  whole  of  the  demised  term,  and  as  additional  rent  for  the  demise  and  use 
of  said  premises,  bear,  pay,  and  discharge  all  taxes  and  assessments  of  every 
nature  and  kind  which  may  during  such  demised  term  be  assessed,  levied,  con- 
firmed, or  imposed  upon  said  premises  or  any  part  thereof,  expressly  including 
any  anpiiid  taxes  or  assessments  levied  and  imposed  upon  said  demised  premises 
for  the  year  1918,  and  also  all  such  taxes,  rents,  or 'charges  as  shall  during  such 
demised  term  be  charged,  levied,  or  imposed  for  or  on  account  of  the  use  ot 
water,  gas,  or  electricity  upon  the  said  demiseil  premises,  or  any  part  thereof, 
whether  such  rents  or  charges  constitute  liens  upon  the  real  estate  or  not,  and 
whether  the  same  be  ordinary  or  extraordinary,  of  any  kind,  nature,  or  de- 
scription whatsoever,  whether  imposed  by  the  United  States  or  State  of  Wash- 
ington, or  by  virtue  of  any  municipal  law  or  oniinance,  and  which  the  ownei 
of  said  premises  might  In  any  event  be  required  to  pay,  and  also  any  and'  all 
other  charges  which  may  be  levied,  assessed,  or  imposed,  according  to  law, 
upon  said  demised  premises,  and  that  the  payment  of  each  and  every  tax  and 
assessment,  assessed,  confirmed,  levied  or  imposed  upon  such  demised  premises 
siiall  be  made  to  the  proper  oflicer  constituted  by  law  to  receive  the  same, 
within  30  days  after  the  date  when  such  payment  shall  have  become  so  levied 
or  due  and  payable,  and  that  the  receipts  and  vouchers  evidencing  such  pay- 
ments shall  be  delivered  by  lessee  to  lessor  as  vouchers  for  such  payments, 
Mid  vouchers,  however,  to  be  returned  to  the  lessee  after  examination  and 
CDmparison  by  the  lessor.  And  lessee  further  covenants  and  agrees  that  If  any 
snch  taxes,  assessments,  water,  or  other  charges  shall  not  have  been  paid 
within  the  time  hereinbefore  provided  for  the  payment  thereof,  then  lessor  may 
pay  the  same,  together  with  any  Interest  or  penalty  that  may  have  accrued 
thereon,  and  the  amount  so  paid  by  lessor  shall  become  due  and  payable  by 
lefiBee  with  the  next  Installment  of  said  rent,  vfhlch  shall  become  due  after 
wich  default  on  the  part  of  lessc^e.  And  summary  or  other  legal  proceedings 
for  the  recovery  of  the  said  premises  may  be  enforced  as  much  for  such  added 
rent  as  for  the  rent  reserved  at  such  rent  day  by  the  terms  of  this  lease. 

And  also  that  it,  lessee,  shall  not  use  said  demised  premises  or  any  part 
thereof,  or  permit  or  suffer  the  same  to  be  used,  for  any  purpose  or  in  any 
manner  contrary  to  law  or  to  any  municipal  or  State  law,  order,  rule,  ordinance, 
or  res:iilation ;  and  lessee  shall,  at  lessee's  own  expen.se,  promptly  execute  and 
comply  with  all  such  rules,  orders,  ordinances,  and  regulations  of  the  Federal, 
State,  and  city  Governments,  and  of  any  and  all  their  departments  and  bureaus 
applicable  to  said  premises,  for  the  correction,  prevention,  and  abatenient  of 
nuisances  or  other  grievances,  or  concerning  any  other  matter  in,  upon,  or  con- 
nected with  said  premises,  whether  of  a  nature  ordinary  or  extraordinary, 
structural  in  character  or  otherwise,  during  said  term,  and  shall  also  at  lessee's 
own  expense  promptly  comply  with  and  execute  all  rules,  orders,  and  regula- 
tion.s  of  the  fire  underwriters,  or  other  constituted  authority,  for  the  prevention 
of  fires.  Lessee  shall  have  the  right  to  take  an  appeal  from  any  rule  or  order 
affecting  the  premises,  which  is  appealable,  and  in  case  of  default  by  lessee  in 
the  matter  of  any  such  law,  order,  nile,  ordinance,  or  regulation,  for  a  period 
of  60  days  after  notice  thereof,  or  after  a  decision  on  the  appeal  where  an 
appeal  has  been  taken,  lessor  may  enter  upon  said  premises  and  comply  witli 
and  execute  .«<ald  rules,  orders,  etc.,  and  the  moneys  expended  by  him  because 
thereof  with  Interest  thereon  shall  become  immediately  due  and  payable  to  him 
from  lessee,  and  in  case  of  default  in  repayment  by  lessee  shall  become  added 
to  and  form  part  of  the  rent  then  due  or  next  to  become  due  hereunder  and  be 
<!ollectible  therewith.  Nothing  herein  contained  shall  be  construed  to  limit 
the  obligation  of  lessee  under  the  provision  of  this  clause. 

Lessee  further  covenants  and  agrees  wltli  lessor  that  it,  lessee,  at  lessee's 
own  proper  cost  and  e^ftwnse,  shall  and  will,  within  one  year  from  the  date 
of  these  presents,  fully  complete  or  cause  to  be  completed  on  the  premises 
^eby  demised  certain  alterations,  additions,  improvements,  and  betterments. 
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and  add  or  cause  to  be  added  to  the  ejflstlng  equipment  at  the  demised  prem- 
ises such  additional  equipment  as  may  be  necessary  or  proiier  for  the  operation 
of  the  plant  as  enlarged,  all  at  a  cost  of  not  less  than  $1,000,000.  I.»essee  ex- 
pressly agrees  that  such  additions.  Improvements,  and  bettermenU*  so  made 
and  the  equipment  added  shall  Immediately  become  part  of  the  demised  prem- 
ises and  subject  to  the  existing  mortgage  liens  upon  the  demised  premises.  If 
the  alterations,  additions,  improvements,  and  betterments  completed  and  the 
equipment  added  within  a  i^eriod  of  one  year  from  the  date  of  these  presents 
shall  have  cost  less  than  $1,000,000,  lessee  covenants  and  agrees  to  pay  lessor 
In  cash  or  in  par  value  of  bonds  Issued  under  either  of  said  mortgages  the 
difference  between  the  actual  cost  and  $1,000,000,  with  privilege  to  lessee  in 
lieu  of  said  cash  payment  to  pay  said  difference  In  Liberty  bonds.  The  amount 
so  paid  to  lessor,  or  said  bonds  delivered  to  it  instead  of  cash,  shall  be  held 
by  lessor  or,  at  its  electioft,  by  the  trustee  of  the  prior  or  junior  mortgage 
covering  the  demised  premises  until  such  time  as  the  said  mortgage  shall  have 
been  paid  In  full.  When  said  mortgages  shall  have  been  fully, paid,  and  not 
before,  lessor  shall  repay  to  lessee  the  amount  so  received  in  cash  or  shall 
return  the  Liberty  bonds  received,  if  said  bonds  shall  have  been  delivered  to 
lessor  instead  of  cash,  as  herein  provlde<l. 

Lessee  covenants  and  agrees  to  furnish  lessor  from  time  to  time  a  schedule 
of  the  alterations  and  additions  as  and  when  completed  and  a  list  of  the  equip- 
ment as  and  when  such  equipment  is  added  to  the  plant,  together  with  a  state- 
ment showing  the  actual  cost  of  said  alterations  and  Improvements  and/or  of 
said  equipment.  Lessee  shall  hold  les.sor  harmless  against  all  mechanics'  or 
other  liens  and  all  damage  or  other  liability  to  which  lessor  can  or  could  be 
exposed  or  subjecte<l  by  reason  of  anything  contained  in  this  paragraph. 

And  less  shall  and  will,  at  its  own  proper  cost  and  expense,  keep  the  entire 
premises,  exterior  and  interior,  in  gwKl  order  and  and  in  repair  and  shall  at 
all  times  during  the  demised  term  carefully  preserve  and  keep  in  thorough  and 
good  reimir  and  working  condition  all  machinery  and  other  equipment  at- 
tached to  or  part  of  the  demised  premises,  and  all  such  repairs  and  mainte- 
nance shall  be  done  to  the  satisfaction  of  lessor  at  the  expense  of  lessee ;  and 
lessee  shall  renew  and  replace  from  time  to  time  such  parts  of  existing  equip- 
ment or  equipments  added  in  accordance  with  the  provisions  hereof  as  may 
be  worn  out,  lost,  or  destroye<l  from  any  cause  whatsoever  during  the  term, 
with  new  property  of  the  same  qua  lily  and  character,  to  the  end  that  the 
property  subject  to  the  provisions  herein  shall  at  all  times  during  the  demised 
term  be  undiminished  In  amount  and  value,  except  so  far  as  it  may  be  effected 
by  orderly  use  or  wear.  All  such  renewals  and  replacements  shall  become  part 
of  the  demised  premises  and  shall  be  subject  to  the  Hen  of  the  existing  mort- 
gages. 

And  lessee  further  covenants  and  agrees  that  It  will  at  all  times  save 
lessor  haiTuless  of  and  from  all  claim,  liability,  loss,  damage,  suits,  costs,  and 
expenses  by  reason  of  any  injury  to  persons  or  property  arising  out  of  any  and 
all  activities  connected  with  the  operation  of  the  demised  presises  or  of  any 
of  the  component  parts  thereof,  or  arising  out  of  any  act  or  omis.sion  of  lessee 
whatsoever,  or  by  reason  of  the  breach  of  any  rules,  ordinances,  or  regulations 
of  the  police,  building.  Are,  or  other  municipal  department  of  the  city  of  Seattle 
during  the  term  of  this  lease  and  will,  at  lessee's  own  expense,  defend  any 
and  all  suits  that  may  be  brought  against  lessor  upon  any  such  claim  or  claims 
and  will  satisfy,  pay,  and  discharge  any  and  all  judgments  that  may  be  recov- 
ered against  said  lessor  in  any  such  suit  or  suits. 

And  also  that  it,  said  les.see,  shall  not,  nor  will  at  any  time  or  times  here- 
after during  the  term  hereby  granted,  assign,  transfer,  or  make  over  this  pres- 
ent lease  or  in  any  way  encumber  this  lease  to  any  person  or  persons  whomso- 
ever, without  the  consent  of  lessor  in  writing,  for  that  puiTK)se  first  had  and 
obtained,  said  lessee  paying  any  expense  thereof,  anything  hereinbefore  con- 
tained to  the  contrary  thereof,  in  anywise  notwithstanding;  said  consent  not  to 
be  unreasonably  withheld  by  lessor. 

No  assignment  or  sublease  by  lessee  of  all  or  any  part  of  the  term  hereby  de- 
mise<l  shall  operate  to  relieve  lessee  of  its  liability  for  rent  or  the  due  perform- 
ance of  all  the  covenants  and  provisions  hereof;  and  its  liability  as  lessee  shall 
continue  during  the  term. 

It  Is  understood  and  agreed  that  lessor  does  not  insure  or  warrant  the  safety, 
siiitability,  or  tenantability  of  the  demised  premises;  and  lessor  shall  not  be  re- 
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sponsible  for  any  latent  or  other  defects  in  the  premises  nor  for  any  damage  to 
the  same  or  to  goods  or  other  things  therein  contained  or  stored,  by  any  overflow 
or  leakage  upon  or  into  the  premises  or  for  damage  arising  from  any  source  what- 
ever, and  the  rents  shall  not  be  withheld  or  diminished  on  account  of  such 
damage. 

And  It  is  further  covenanted  and  agreed  that  in  case  the  rent  herein  reserved, 
or  any  i>art  thereof  (including  the  taxes,  assessments,  water  rents,  and  Insur- 
Hnw  premiums  herein  agreed  to  be  paid  as  additional  rent  by  said  lessee,  and 
and  also  any  other  charges  which  may  be  levied,  assessed,  or  imposed,  according 
to  law  upon  said  demised  premises  as  aforesaid),  shall  at  any  time  be  unpaid 
when  due,  or  within  30  days  thereafter,  or  the  demised  premises  shall  be  aban- 
iloaeil  or  become  vacant,  or  in  case  of  the  breach  of  any  covenant  or  condition 
wliatsoever  herein  contained  on  the  part  of  the  lessee  to  be  done,  kept  or  per- 
formefi,  continuing  for  a  period  of  30  days  after  notice,  or  in  case  lessee  shall 
take  the  bt*nefit  of  any  insolvent  act  of  the  State  of  Washington,  or  shall  be 
fidjudiciited  a  bankrupt  or  bankrupts  under  any  bankniptcy  law  of  the  United 
States,  then  lessor,  at  its  option,  shall  have  the  power  and  the  right  to  termi- 
nate and  end  this  lease,  and  the  term  grante<l  and  all  rights  and  interests  under 
this  lea.se  by  giving  30  days'  notice  in  writing  to  lessee  whereupon  this  lease 
80(1  saifl  term  and  interest  and  all  right  and  claim  under  this  lease  shall  cease 
nnd  end,  and  lessor  shall  be  entitled  to  the  immediate  iK)ssession  of  said  prem- 
ises, and  to  take  summary  proceedings  against  the  lessee  to  recover  possession 
of  said  premises. 

And  it  Is  further  covenante<l  and  agreed  by  and  between  the  parties  hereto 
that  in  case  the  rent  herein  reserved,  or  any  part  thereof  (Including  the  taxes, 
aswssments,  water  rents,  and  insurance  premiums  herein  agreed  to  be  paid  as 
additional  rent  by  lessee,  and  also  any  other  charges  which  may  be  levied, 
assessed,  or  imp<)se<l,  according  to  law,  upon  said  demised  premises),  shall  be  at 
any  time  unpai<l  when  due,  or  within  30  days  thereafter,  or  the  demised  prem- 
ises shall  become  vacant,  or  in  case  of  the  breach  of  any  covenant  whatsoever 
herein  contained  on  the  part  of  the  lessee  to  be  done,  kept,  or  performed,  con- 
tinuing for  a  period  of  30  days  after  notice  as  aforesaid,  then  and  thencefortli 
it  shall  be  lawful  for  lessor  to  reenter  upon  the  said  demised  premises  or  any 
rart  theret>f,  and  the  same  to  have  again,  repossess  and  enjoy,  as  in  its  first  and 
former  estate,  anything  herein  contained  to  the  contrary  notwithstanding;  or 
lessc»r  nmy.  at  its  option,  relet  the  said  i»remi»es  from  time  to  time,  as  the  agent 
of  lessee,  in  the  name  of  either  the  lessor  or  lessee,  collecting  and  applying  the 
avails  to  pay  the  exi)enses  of  recovering  possession  and  then  to  pay  the  rent  re- 
ftTved  In  this  lease,  rendering  the  overplus,  if  any,  at  the  end  of  the  term,  to 
lessee,  who,  however,  shall  In  ca.se  of  reentry,  and  whether  the  premises  are 
relet  or  otherwise,  remain  liable  during  said  term,  or  renewed  term,  for  a  sum 
equal  to  the  rent  herein  reserved  and  payable  at  the  same  period,  less  the  avails 
of  reletting,  if  any. 

Sai<l  lessee  agrees  that  it  will  keep  the  demised  premises,  both  as  to  realty 
and  personalty.  Insured  against  loss  or  damage  by  fire,  for  the  benefit  of  lessor, 
in  Insurable  companies  satisfactory  to  lessor,  with  a  provision  in  the  policy 
or  policies  of  insurance  making  the  loss,  if  any,  payable  to  lessor.  Said  insur- 
ance shall  be  In  the  usual  form  and  cover  les.sor  to  the  extent  of  the  full  insurable 
interest  of  the  demised  premises.  Policies  with  receipts  for  premiums  for  th«» 
leased  period  shall  be  deposited  with  lessor.  In  the  event  of  any  loss  or  damage 
by  fire,  les.see  shall  be  entitled  to  receive  the  amount  or  anumnts  of  Insurance  so 
made  payable  to  lessor  and  actually  received  by  It  under  the  policy  or  policies 
when  and  as  the  buildings  or  other  property  destroyeii  by  fire  have  been  fully 
rd)uilt  or  otherwise  fully  restored  and  replaced  by  lessee. 

It  is  further  agreed  that  in  no  case  shall  a  waiver  by  lessor  of  any  right 
to  take  advantage  of  any  breach  of  condition  hereunder  be  a  waiver  of  any 
other  or  further  breaches,  conditions,  and  failures  to  perform,  and  lessor  cove- 
nantB  that  lessee  on  paying  said  rent  and  performing  the  conditions  and  agree- 
ments aforesaid  shall  and  may  i}eacefully  and  quietly  have,  hold,  and  enjov 
the  said  demised  premises  for  the  term  thereof.  No  surrender  before  tho 
expiration  of  the  demised  term  shall  be  valid  unless  accepted  by  lessor  in 
writing. 
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And  also  that  all  the  provisions  of  this  lease  shall  be  binding  upon  and  inure 
to  the  benefit  of  the  parties  hereto  and  their  reG^pective  successors  and  asdgna, 
or  other  successors  in  interest. 

In  witness  whereof  the  parties  have  caused  these  presents  to  be  signed  by 
their  respective  officers  and  their  seals  affixed  hereto. 

Unffed  States  Shipping  Board 

Emergency  Fleet  Corporation, 
[seal.]  By  Howard  CooniJ'^y, 

Vice  President. 
In  the  presence  of — 


Attest : 

Stephen  Bourne. 

[seal.] 

Attest : 

L.  B.  Stedman,  Secretary. 


Skinner  &  Eddy  Corporation, 
By  Louis  Titus, 

Attorney  in  fact. 


Skinner  &  Eddy  Corporation. 
D.  E.  Skinner,  President. 


State"  of  Pennsylvania, 

County  of  Philadelphia^  ss: 

On  this  17th  day  of  June,  A.  D.  1918,  before  me  personally  appeared  Howard 
Coon  ley,  to  me  known  to  be  the  vice  president  of  the  corporation  that  executed 
the  within  and  foregoing  instrument  and  acknowledged  the  said  instrument  to 
be  the  free  and  voluntary  act  and  deed  of  said  corporation,  for  the  uses  and 
purposes  therein  mentioned,  and  on  oath  stated  that  he  was  authorized  lo 
execute  said  instrument  and  that  seal  affixed  is  the  corporate  seal  of  said 
corporation. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  affixed  my  official  seal 
the  day  and  year  first  above  written. 

[seal.]  Ervin  Lyndall, 

Notary  Public. 

Commission  expires  at  close  of  next  session  of  senate. 


State  of  Washington, 

County  of  King^  ss: 

On  this  15th  day  of  July,  A.  D.  1918,  before  me  personally  appeared  D.  B. 
Skinner,  to  me  known  to  be  the  president  of  the  corporation  that  executed  the 
within  and  foregoing  instrument,  and  acknowledged  the  said  instrument  to  be 
the  free  and  voluntary  act  and  deed  of  said  corporation,  for  the  uses  and  pu^ 
poses  therein  mentioned,  and  on  oath  stated  that  he  was  authorized  to  execute 
said  instrument  and  that  seal  affixed  is  the  corporate  seal  of  said  corporation. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  affixed  my  official  seal 
the  day  and  year  first  above  written. 

[SEAL.]  Ben  J.  K.  Davis, 

Notary  Public  for  Washington  Residing  at  Seattle. 


Supplemental  Agreement  to  309  S.  C.  and  .^24  S.  C,  Hull  Nos.  1731-1745, 

Inclusive,  and  Hull  Nos.  1929-1959,  Inclusive. 

United  States  Shipping  Board 
Emergency  Fleet  Corporation, 

Philadelphia,  Pa.,  September  9,  1918. 

From :  Mr.  H.  F.  Helwig,  assistant  counsel. 
To :  Mr.  Howard  Coonley,  vice  president. 
Subject :  Skinner  &  Eddy  Corporation. 

Herewith s  submitted  for  your  approval  Parts  I,  II,  and  III  of  a  proposed' 
contract  with  the  above  company  which  contains  the  following  special  features: 

1.  Contract  is  supplemental  to  contracts  Nos.  309  S.  C.  and  324  S.  C,  and 
provides  that  contractor  may  at  Its  option  change  the  type  of  construction  of 
any  of  the  vessels  being  constructed  or  to  be  constructed  under  said  contracts 
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from  the  Transverse  to  the  Isherwood  system.  In  the  event  of  such  change  in 
the  type  of  construction  the  purchase  price  of  any  such  vessel  shall  be 
n320,000. 

In  addition  to  the  $50,000  bonus  provided  in  said  contracts,  the  contractor  is 
to  receive  an  additional  $800  per  day  per  vessel  for  advanced  delivery. 

Furthermore,  the  contractor  may  at  its  option  construct  any  such  vessels  on 
the  ways  of  either  of  it$5  shipyards,  but  this  arrangement  shall  In  no  way  effect 
the  provisions  for  the  payment  of  rent  due  and  payable  under  lease  dated 
Jane  1. 1918. 

The  provisions  of  contracts  Nos.  309  S.  C.  and  324  S.  C'  remain  unchanged 
except  as  this  contract  provides. 

This  proposed  contract  has  been  approved  as  to  form  by  this  division,  and 
If  acceptable  to  you  it  is  recommended  that  the  same  be  executed  on  behalf  of 
this  corporation. 

Habby  p.  Helwig, 
Assistant  Counsel, 


Supplemental  Agbeemekt  to  Contbact  No.  309  S.  C  Hull  Nos.  1731-1745, 
Inclusive,  and  Coxtbact  No.  324  S.  C,  Hull  Noh.  1929-1951,  IwcLUsmE. 

Supplemental  contract,  made  this  18th  day  of  July,  1918,  between  Skinner  & 
Eddy  Corporation,  a  corporation  organized  under  the  laws  of  the  State  of  Wash- 
ington, party  of  the  first  part  (herein  called  the  contractor),  and  the  United 
States  Shipping  Boaivd  Emergency  Fleet  Corporation,  a  corporation  organized 
nnder  the  laws  of  the  District  of  Columbia  (herein  called  the  owner),  repre- 
senting the  United  States  of  America,  party  of  the  second  part,  witnesseth: 

That  whereas  the  contrac*tor  is  constructing  and/or  is  to  construct  for  the 
owner  fifteen  (15)  9,600-ton  dead-weight  steel  cargo-carrying  vessels  under  con- 
tract No.  309  S.  C,  dated  May  27, 1918,  and  thirty-one  (31)  9.600- ton  dead- weight 
steel  cargo-carrying  vessels  under  contract  No.  324  S.  C,  dated  June  1,  1918; 
and  the  contractor  believes  that  the  change  in  the  type  of  construction  of  said 
vessels  from  the  transvers  to  the  Isherwood  system  would  result  in  earlier 
deliveries  and  the  price  of  each  vessel  so  constructed  reduced  due  to  the  use  of 
a  lesser  amount  of  steel : 

Now,  therefore,  for  a  valuable  consideration,  receipt  whereof  is  hereby  ac- 
tnowledged  by  both  parties,  and  in  consideration  of  the  mutual  promises  of 
the  parties  it  is  agreed  as  follows : 

I. 

It  is  agreed  that  relative  to  the  said  forty-six  (46)  9,e00-ton  dead-weight 
Meani  steel  cargo-carrying  veasels  now  being  constructed  or  to  be  constructed 
h.v  the  contractor  under  said  contracts,  Nos.  309  S.  C.  and  324  S.  C,  the  con- 
tractor may,  at  its  option,  change  the  type  of  the  construction  of  any  of  said 
vessels  from  the  Transverse  to  the  Isherwood  system.  Notice  in  writing  of  such 
change  in  the  type  of  construction  of  any  of  said  vessels  shall  be  given  by  the 
contractor  to  the  owner. 

In  the  event  the  contractor  elects  to  make  such  change  in  the  type  of  con- 
stmction  of  any  of  said  vessels,  the  purchase  price  of  any  such  vessel  so  con- 
structed shall  be  reduced  from  one  million  eight  hundred  forty-five  thousand 
tlollars  ($1345,000)  to  one  million  eight  hundred  twenty  thousand  dollars 
($1,820,000)  ;  and  the  plans  and  specifications  of  such  vessels  so  changed  as  to  ' 
type  of  construction  shall  be  prepared  by  the  contractor  and  approved  by  owner, 
the  American  Bureau  of  Shipping.  Except  as  to  type  of  construction  no  change 
shall  be  made  in  the  plans  and  specifications.  Changes  In  dimensions  of  vessels 
will  be  permitted,  but  dead-weight  tonnage  must  not  be  reduced  below  9,600 
tons,  and  vessels  must  make  speed  required  in  contracts  309  S.  C.  and  324  S.  C. 

11. 

In  addition  to  the  fifty  thousand  dollars  ($50,000)  bonus  provided  for  in  said 
oontracts,  the  owner  will  pay  an  additional  bonus  to  the  contractor  of  eight 
hundred  dollars  ($800)  per  day  per  vessel  for  each  and  every  day  said  vessel 
is  delivered  prior  to  the  respective  delivery  dates  specified  In  said  contracts. 
In  all  other  respects  the  clause  providing  for  bonus  and  liquidated  damages  In 
contracts  No.  309  S.  C.  and  No.  324  S.  0.  shall  remain  In  force. 
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III. 

The  contractor  mny,  at  Its  option,  construct  any  of  such  vessels  on  the  ways 
of  either  of  its  shipyards  but  this  arrangement  as  to  the  place  of  the  construc- 
tion of  vessels  shall  in  no  way  affect  the  provisions  for  the  payment  of  rental 
due  and  payable  under  the  lease  dated  June  1,  1918. 

IV. 

Warranty  regarding  commissions. — The  contractor  expressly  warrants  that 
it  has  employetl  no  third  persons  to  solicit  or  obtain  this  contract  in  its  behalf 
or  to  cause  or  procure  the  same  to  be  obtained  upon  compensation  in  any  way 
contingent,  in  whole  or  in  part,  upon  such  procurement ;  and  that  it  has  not  paid 
or  promised  or  agreed  to  pay,  to  any  third  persons  in  consideration  of  such  pro- 
curement or  in  compensation  for  services  in  connection  therewith  any  broker- 
age, commission,  or  percentage  upon  the  amount  receivable  by  it  hereunder, 
and  that  it  has  not  in  estimating  the  contract  price  demanded  by  it,  included 
any  sum  by  reason  of  any  such  brokerage,  commission,  or  percentage,  and  that 
all  moneys  payable  to  it  hereunder  are  free  from  obligation  to  any  other  persons 
for  services  rendered  or  supiwsed  to  have  been  rendered  In  the  procurement  of 
this  contract. 

It  further  agrees  that  any  breach  of  this  warranty  shall  constitute  adequate 
cause  for  the  annulment  of  this  contract  by  the  owner  and  that  the  owner  may 
retain  to  its  own  u.se  from  any  sums  due  or  to  become  due  thereunder  an  amount 
equal  to  any  brokerage,  commission,  or  percentage  so  paid  or  agreed  to  be  paid. 

V. 

Except  as  herein  provided,  all  the  provisions  of  said  contracts  309  S.  C.  and 
324  S.  C.  shall  be  unchanged  and  shall  remain  in  full  force  and  effect. 

In  witness  whereof  the  parties  hereto  have  caused  this  contract  to  be  signed 
by  their  respective  officers  and  their  corporate  seals  to  be  hereunto  affixed,  duly 
attested,  on  the  day  above  stated. 

[sEAi.]  Skinn?:r  &  Eddy  Corporation, 

By  H.  G.  Seaborn,  Vice  President. 
By  Louts  Titus,  Director, 
Attest : 

L.  B.  Stedman,  Secretary, 
[seal.]  United  States  Shipping  Board 

Emergency  Fleet  Corporation^ 
By  Howard  Coonley,  Vice  President, 


Attest : 

Stephen  Bourne,  Secretary, 
Approved : 


Morris  Douw  Ferris, 
Manager  Contract  Division, 


Seattle,  January  20, 1919. 
Mr.  A.  T.  Doggett, 

Chief  Clerk  Legal  Division,  United  States 

Shipping  Board  Emergency  Fleet  Corporation,  Philadelphia^  Pa, 

Dear  Sir:  This  will  acknowledge  receipt  of  your  favor  of  the  11th  instant, 
calling  our  attention  to  an  error  in  the  hull  numbers  quoted  in  the  resolutions 
approving  supplemental  agreement  to  447  S.  C.  This  was  a  clerical  error  la 
copying  these  numbers  from  the  heading  of  your  supplemental  agreement  We 
liave,  therefore,  corrected  the  hull  numbers  In  the  heading  of  this  supplemental 
agreement  to  correspond  with  the  proper  numbers,  and  since  you  have  cor- 
rected the  numbers  In  the  resolutions  the  two  will  now  correspond. 
Yours,  very  truly, 

Thad.  Swebk,  Treasurer ^ 

The  correct  hull  numbers  for  contract  No.  447  are  2292-2303,  Inclusive. 

A.  T.  Doggett. 
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Cektificate  of  Resolutions  of  Board  of  Directobs  in  Connection  With  Sup- 
plemental Agreement  to  Contracts  Nos.  309  S.  C,  324  S.  C,  and  447  S.  C. 

January  11,  1919. 
Skinnes  &  Eddy  Corporation, 

Seattle^  Wash. 

Genti£men:  We  note  in  checking  over  the  certified  copy  of  resolutions  of 
your  board  of  directors  furnished  in  connection  with  the  above-entitled  supple- 
ment that  said  certificate  reads  as  follows: 

'*  The  secretary  presented  and  read  to  the  meeting  a  contract  between , 

dated  December  10,  1918,  entitled  *  Supplexpental  agreement  to  contracts  No. 
309  S.  C.  hulls  1731-1745,  Inclusive ;  No.  324  S.  C,  hulls  1929-1959 ;  No.  447 
8-  C  hulls  2292-2304,  between  Skinner  &  Eddy  Corporation  and  United  States 
Shipping  Board  Emergency  Fleet  Corporation.* " 

The  above  is  in  error,  as  follows : 

Contract  No.  447  S.  a  calls  for  12  hulls,  with  hull  Nos.  2202-2303,  inclusive, 
whereas  according  to  the  certificate,  the  hull  numbers  are  2292-2304.  This,  of 
course,  would  total  13  hulls.  We  have,  therefore,  corrected  this  error  in  th'a 
certificate,  which  now  shows  that  contract  No.  447  S.  C.  covers  hulls  No». 
2292-2303,  inclusive. 

We  will  thank  you  to  asknowledge  receipt  of  this  letter,  stating  your  approval 
of  our  action  and  also  make  the  correction  in  your  file  copy  of  the  certificate. 
Very  truly,  yours, 


Chief  Clerk  Jjegal  Division. 


Duplicate  Contract   (Lump-sum  Basis)   for  Complkted  Steamers    (Pacific 

Ck)AST). 

Contract  made  this  18th  day  of  May,  1917,  between  the  Sloan  Shipyards 
Corporation,  n  corporation  organized  under  the  laws  of  the  State  of  Washing- 
ton, party  of  the  first  part  (herein  calle^l  the  contractor),  and  the  United  States 
Shipping  Board  Emergency  Fleet  Corporation,  a  corporation  organized  under 
the  laws  of  the  District  of  Columbia,  party  of  the  second  part  (herein  called 
the  owner). 

For  valuable  considerations,  the  receipt  of  which  is  hereby  acknowledged  by 
both  parties,  and  in  consideration  of  the  mutual  agreement  of  the  parties,  it  is 
agreed  as  follows : 

I. 

The  contractor  hereby  agrees  to  construct,  at  its  own  risk  and  expense,  in 
accordance  with  drawings  and  specifications  hereto  attached,  and  made  a  part 
of  this  contract,  under  the  rules  and  regulations  of  the  American  Bureau  of 
Shipping,  sixteen  (16)  wood  cargo-carrying  steamers.  The  contractor  agrees 
to  deliver  said  ships  complete  with  propelling  machinery,  auxiliaries,  and 
equipment,  to  the  owner,  afloat  at  the  w^orks  of  the  contractor  at  Olympla 
and  Seattle,  Washington,  as  follows: 

The  first  ship  is  to  be  delivered  not  later  than  January  31,  1916;  two  in 
Fel)niary,  1918;  four  in  March,  1918,  and  two  each  in  April,  May,  June,  and 
July,  1918 ;  that  is,  the  last  ship  to  be  delivered  not  later  than  July  31,  1918. 

II. 

In  consideration  of  the  performance  of  this  agreement  by  the  contractor  the 
owner  agrees  to  pay  therefor  the  sum  of  four  hundred  and  ninety  thousand 
*)Ilar8  ($490,000)  for  each  of  such  completed  ships,  as  follows : 

(1)  Eleven  per  cent  (11%)  or  fifty-three  thousand  nine  hundred  dollars 
($53,900)  for  each  of  said  ships  within  thirty  (30)  days  after  signing  this 
contract  upon  production  of  a  sworn  statement,  sworn  to  by  an  officer  of  the 
contractor,  that  the  contractor  has  theretofore  expended,  or  is  committed  on 
material  contracts  for  expenditures  on  the  work  under  this  contract  to,  an 
amount  equal  to  such  payment. 

(2)  Eleven  per  cent  (11%)  or  fifty-three  thousand  nine  hundred  dollars 
(153.900)  within  sixty  (60)  days  after  signing  this  contract,  upon  production 
of  a  sworn  statement,  sworn  to  by  an  officer  of  the  contractor,  that  the  con- 
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tractor  has  theretofore  expended,  or  is  committed  on  material  contracts  for 
expenditures  on  the  work  under  this  contract  to,  an  amount  equal  to  sudi 
payment. 

(3)  Thirteen   per   cent    (13%)    or   sixty   thousand   seven   hundred   dollars 
(63J00)  when  tlie  keel  of  each  ship  Is  laid  and  half  In  frame. 

(4)  Thlrteeai  per  cent  (13%)  or  sixty-three  thousand  seven  hundred  dollars 
($63,700)  when  all  in  frame  and  keelsons  of  each  ship  in. 

(5)  Thireen  ]wr  cent  (13%)  or  sixty-three  thousand  seven  hundred  dollars 
($63,700)  when  ship  Is  three-quarters  sealed,  bottoms  and  bilges  planked, 

(6)  Thirteen  per  cent  (ISvc)  or  sixty-three  thousand  seven  hundretl  dollars 
($63,7(X))  wlien  cabin  work  is  one-third  completed. 

(7)  Thirteen  per  cent  (13%)  or  sixty-three  thousaml  seven  hundred  dollars 
($63,700)  when  engines  are  ready  for  shipment  from  constructor. 

(8)  Thirteen  per  cent  (13%)  or  sixty-three  thousand  seven  hundred  dollars 
($63,700)  upon  acceptance  of  the  ship  by  the  owner  after  sea  trial. 

Provided,  That  as  to  all  the  above  Instalment  payments,  after  the  first  and 
second  payments,  no  |)aynient  shall  be  deemed  to  be  due  at  times  fixed  unless 
the  amount  of  such  instalment,  in  addition  to  any  theretofore  paid  an<l  the 
proportion  of  the  first  an<l  second  payments,  is  fairly  repre.«<ente<l  in  the 
progress  of  the  work  of  construction  on  such  ship,  together  with  the  value  of 
materials  assembled  at  the  contractor's  yard,  and  such  fact  is  certified  to  by 
the  owner's  ln^>ector. 

Before  final  acceptance,  the  owner  may  make,  at  contractor's  expense,  a 
dock  trial  of  not  exceeding  six  hours,  or  a  sea  trial  at  some  point  convenioit 
to  contractor's  yard  of  not  exceeding  four  hours. 

No  Inspector's  certificate  given  or  payment  under  the  terms  of  this  contract 
(except/on  final  payment),  shall  be  conclusive  evidence  of  the  performance  of 
this  contract,  either  In  whole  or  In  part,  and  no  payment  shall  be  construed 
to  be  an  acceptance  of  defective  work  or  Improper  materials.  Every  facility 
shall  be  affordeil  by  the  contractor  to  the  Inspectors  appointed  by  the  owner. 
It  shall  be  the  duty  of  such  Inspectors,  either  -personally  or  by*^  deputies,  to 
Inspect  all  materials  and  workmanship  entering  Into  the  construction  and  to 
accept  such  materials  and/or  workmanship  as  are  in  conformity  with  specifi- 
cations, and  promptly  to  reject  all  materials  and  all  workmanship  which  do 
not  comply  with  the  specifications;  such  condemnation.  If  any,  of  materials 
to  be  made  by  such  insi)e<*tors  before  the  same  are  worked  or  put  In  construc- 
tion, if  opportunity  so  to  do  Is  afforded  by  the  contractor.  Said  insiiectors 
shall  also  have  the  right  of  rejection  after  material  Is  worked  or  put  into 
construction  if  facilities  are  not  given  for  Inspection  prior  thereto. 

III. 

The  owner  shall  have  the  right,  but  only  by  orders  In  writing,  to  make  such 
reasonable  alterations,  omissions,  additions,  or  substitutions  not  materially 
affecting  the  general  design  of  the  vessel  as  the  owner  may  deem  necessary. 
The  contractor  agrees  to  accede  to  and  carr>'  the  .same  Into  "effect,  ui)on  proi)er 
compensation  or  allowance  being  agreed  therefor,  as  though  such  alterations, 
omissions,  addition*,  or  substitutions  were  originally  provided  for  in  this  con- 
tract. If  by  reason  thereof  the  cost  of  the  construction  hereunder  shall  be 
increased  then  tlie  sum  to  be  paid  by  the  owner  to  the  contractor  as  herein 
provided  shall  be  Increased  to  an  amount  which  shall  be  agreed  upon.  If  the 
construction  shall  be  rendered  less  expensive  by  reason  thereof,  the  sum  to  he 
paid  shall  be  decreased  by  an  amount  which  shall  l>e  agreed  upon.  In  ca.se 
the  parties  are  unable  to  agree  as  to  the  effect  of  such  alterations,  omlssion& 
additions,  and  substitutions,  or  the  price  thereof,  the  dispute  shall  be  determined 
as  provided  by  Article  VII  hereof.  If  the  contractor  l>e  delayed  or  obstructed 
in  the  transaction  or  completion  of  the  work  provided  for  by  this  contract 
by  the  delay,  neglect,  or  default  of  the  owner,  or  by  reason  of  alterations  or 
additions  by  the  owner,  or  by  reason  of  strikes,  fire,  lightning,  earthquake, 
flood,  riot.  Insurrection,  or  war,  or  by  reason  of  suspension  of  deliveries  of 
material  or  machinery  for  any  of  the  causes  above  stated,  or  by  reason  of  in- 
structions given  by  the  owner  under  Article  XI,  beyond  the  time  herein  fiixed, 
the  time  of  delivery  shall  be  extended  for  a  period  equivalent  to  the  time  lost 
by  reason  thereof.  In  the  event  that  parties  shall  not  agree  as  to  such  ex- 
tension, such  extension  shall  be  determined  in  accordance  with  Article  VII 
hereof. 
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IV. 

The  contractor  a^^'^s  to  insure  and  keep  insured  at  its  own  expense  for 
the  benefit  of  the  owner  in  insurance  companies  satisfactory  to  tlie  owner  said 
Tessels  and  all  materials  and  supplies  for  and  to  be  used  in  construction  under 
this  contract,  apiinst  any  and  all  damage  by  fire  and  marine  risks,  lightning, 
settling  of  staging,  breakage  of  ways,  and  risks  of  launching  during  such  con- 
struction and  until  final  completion  and  deliverj';  such  insurance  to  be. in  the 
usual  form  and  to.  cover  the  interest  of  the  owner  for  an  amount  not  less  than 
the  amounts  of  the  installments  of  payment,  which,  from  time  to  time  have  been 
made:  (Provided^  That  the  amount  of  insurance  required  shall  not  exceed,  at 
any  time  the  amount  avuilnl)le  in  the  insurance  market.) 

V. 

It  is  agreed  that  If  the  contractor  shall  materially  fall  to  carry  out  the  pro- 
visions of  this  contract  and  shall  continue  in  default  for  a  iieriod  of  sixty 
days  after  notice  thereof  in  writing  from  the  owner,  or  its  inspectors,  or  if 
the  contractor  shall  fail  to  make  progress  on  the  work  satisfactory  to  the  owner, 
then  the  owner  shall  have  the  power  and  right  to  enter  into  and  take  possession 
of  said  vessels  and  all  materials  and  appliances  in  connection  therewith,  and  in 
a  reasonable  and  economical  manner,  for  account  of  the  contractor  to  com- 
plete the  work  calle<l  for  in  this  contract  at  the  yards  of  the  contractor  or 
otherwise.  After  taking  over  the  work  in  this  manner  the  owner  shall  pay 
the  contractor  on  account  of  profit  only  a  reasonable  rent  for  the  contractor's 
yard  and  facilities  used. 

Provided,  however.  That  if  the  contractor  can  show  to  the  satisfaction  of 
the  general  manager  of  the  owner  reasonable  industry  and  go<Kl  faith  in 
the  prosecution  of  the  work  hereunder,  and  that  the  delays  have  been  caused 
by  circumstances  over  which  he  has  no  control,  the  contractor  shall  be  allowed 
such  opportunity  as  the  general  manager  of  the  owner  may  deem  reasonable 
to  complete  the  work  within  the  time  prescril)ed  by  this  contract. 

VI. 

It  Is  agreed  that  as  the  payments,  provided  for  herein,  are  made  by  the  owner 
on  account  of  materials  ordered  by  or  assembleil  or  set  up  in  the  yard  of  the 
contractor  or  used  In  the  construction  hereunder,  the  same  to  the  extent  of  the 
payments  made  shall  become  the  property  of  the  owner.  This  change  of  title, 
however,  shall  not  be  construe<l  as  a  waiver  by  the  owner  of  Its  right  to  object 
If  the  terms  of  this  contract  have  not  been  complied  with,  nor  construed  as  ac- 
ceptance of  any  work  which  falls  to  fulfill  the  requirements  of  this  contract. 

.VII. 

In  case  the  parties  fail  to  agree  as  to  any  matter  connected  with  this  contract, 
or  any  doubt  or  dispute  arises,  as  to  the  meaning  or  effect  of  this  contract  or  of 
the  drawings  and  specifications  which  are  a  part  hereof,  or  as  to  the  manner  of 
doing  the  work  provided  hereunder,  or  as  to  materials  used  or  the  time  to.  be 
allowed,  or  the  amounts  to  be  iJald  or  allowed  for  alterations,  omls.sions,  addi- 
tions, or  substitutions,  or  as  to  any  other  particular,  the  matter  shall  be  promptly 
referred  to  and  determined  by  George  W.  Goethals,  the  general  manager  of  the 
owner,  or  his  successor  at  the  time  in  ofl^ce,  and  his  decision  shall  be  final  and 
binding  upon  the  parties. 

In  case  after  delivery  of  a  completed  vessel  to  the  owner  under  this  contract 
(but  only  in  that  event),  the  contractor  shall  deem  that  It  Is  aggrieved  by  any 
decision  of  the  general  manager,  either  as  to  any  disputed  matter  hereunder  of 
any  kind,  and  shall  give  notice  to  the  owner  to  that  effect  within  thirty  days 
after  delivery  or  after  final  payment  by  the  owner,  such  matter  shall  be  de- 
termined by  a  board  which  shall  consist  of  three  naval  architects  or  engineers 
or  experts  to  be  appointed,  one  by  the  owner,  one  by  the  contractor,  and  one  by 
the  American  Bureau  of  Shipping.  Such  board  shall,  within  thirty  days  after 
wibmlaslon  of  such  matter  to  it,  determine  what,  If  any,  further  sum  shall  be 
due  by  the  owner  to  the  contractor  hereunder  on  account  of  such  delivered  ves- 
^l  and  its  finding  (made  by  a  majority  of  the  board)  shall  be  conclusive  on 
both  parties. 
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VIII. 

It  is  agreed  by  both  parties  that  time  is  of  the  essence  of  this  contract.  The 
contractor  agrees,  to  commence  and  carry  through  to  completion  tlie  work  under 
this  contract  with  dispatch,  and  that  it  will  not  hereafter  enter  into  any  other 
contract  or  undertake  any  other  work  or  ser\'ice  at  its  yards  which  will  interfere 
in  any  material  manner  with  the  completion  of  the  work  undertaken  liereunder. 

IX. 

The  contractor  agrees  to  deliver  the  vessel  to  the  owner  free  from  any  lien  or 
encumbrance.  In  the  event  of  the  filing  of  any  lien  or  encumbrance  against  said 
hulls,  before  final  payment  on  account  of  any  person,  firm,  or  corporation  fur- 
nishing labor  or  materials  for  said  construction  under  this  contract  the  owner 
nmy  satisfy  the  same  out  of  any  amount  not  paid  to  the  contractor  hereunder,  or 
the  owner  may,  at  its  option,  withhold  the  amount  tliereof  from  any  installment 
payment  thereafter  coming  due  hereunder. 

X 

The  contractor  agrees  to  protect  the  owner  from  all  claims  arising  from  acci- 
dents or  casualties  to  employees  or  workmen  on  or  about  the  work  covered  by 
this  contract,  and  to  indemnify  the  owner  against  the  same. 

The  contractor  shall  be  responsible  for  all  claims,  if  any,  made  against  the 
owner  for  any  infringements  of  patent  or  patent  rights  and  for  the  use  of  any 
patented  .articles  and  shall  defend  and  save  harmless  and  indemnify  the  owner 
against  all  such  claims,  and  from  all  costs,  expenses,  and  damages  whch  it  may 
be  obliged  to  pay  by  reason  of  any  such  infringement  of  patents  or  patent  rights, 
or  of  the  use  of  any  patented  articles,  provided  that  the  owner  will,  in  all  in- 
stances, notify  the  contractor  of  any  claims  made  against  it  by  reason  of  any 
such  infringement  or  use  of  patented  articles,  at  the  time  when  such  claim  is 
made,  and  will  promptly  notify  the  contractor  of  any  suit  or  suits  brought 
against  it  therefore  and  give  the  contractor  an  opportunity  to  defend  same,  and 
provided  that  no  payment  shall  be  made  by  the  owner  unless  with  the  consent 
of  the  contractor  or  pursuant  to  a  decree  by  a  proper  court  in  such  litigation. 

« 

XI. 

Until  and  unless  otherwise  instructed  by  the  owner,  the  contractor  shall  pay 
for  all  lalK)r  under  this  contract  a  scale  of  wages  equal  to  the  scale  of  wag«5 
paid  for  the  same  service  in  the  United  States  naval  shipyard  nearest  to  the 
contractor's  yard,  and  the  contractor  shall  from  time  to  time  change  such  scale 
as  the  scale  may  be  changetl  by  such  naval  shipyard.  No  strikes  on  the  part 
of  labor  employed  by  the  contractor  under  this  contract  and  no  lockouts  against 
labor  by  the  contractor  under  this  contract  will  be  permitted.  All  disputes 
involving  the  relation  of  the  contractor  to  labor  employed  under  this  contract 
must  be  submitted  for  decision  in  writing  to  the  conciliation  service  of  the 
United  States  Department  of  Labor.  Such  submission  In  writing  shall  be  by 
a  committee  of  three  selected  for  the  contractor's  yard  in  such  manner  as  the 
owner  may  direct. 

The  contractor  will  comply  with  all  instructions  as  to  wages  or  conditions  of 
employment  of  labor  on  this  contract  given  to  it  in  writing  by  the  owner.  If 
by  reason  of  any  such  instruction,  or  increase  of  naval  shipyard  scale  after 
this  contract  is  executed,  the  cost  of  any  ship  hereunder  shall  be  increased, 
then  the  sums  to  be  paid  by  the  owner  to  the  contractor  as  herein  provided  for 
such  ship  shall  be  increased  by  such  amount.  Such  amount  shall  be  agreed 
upon  by  the  parties,  and,  if  not  agreed  upon,  shall  be  determined  as  provided 
in  Article  VII  hereof. 

XII. 

This  contract  may  not  be  assigned  by  the  contractor  without  the  consent  of 
the  owner. 
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XIII. 

Payments  hereunder  shall  be  made  by  the  owner  by  check  addressed  to  the 
wntractor  by  mail  at  the  Equitable  Trust  Company,  Wall  Street,  New  York 
City. 

In  witness  whereof  the  parties  hereto  have  caused  this  contract  to  be  signed 
by  their  respective  officers  and  their  corporate  seals  to  be  hereunto  affixed,  duly 
iittested,  on  the  day  above  stated. 
[SEAL.]  United  States  Shipping  Board 

Emebgbnct  Fleet  Corporation, 
By  William  Den  man,  President. 
Attest: 

Gerard  C.  Henderson,  Secretary, 

Sloan  Shipyards  Corporation, 
{SEAL.]  By  Le  Rot  Richards, 

Vice  President, 
Attest : 

Chas.  W.  Powell. 

Under  the  terms  of  this  contract,  Mr.  Deane,  the  contractor 
agreed  to  deliver  16  good  cargo-carrying  ships  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  The  first  to  be  delivered  not  later  than  January 
31, 1916.    That  is  evidently  a  typographical  error. 

Mr.  Deane.  That  oufirht  to  be  1917. 

The  Chairman.'  1917? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  How  could  it  be? 

Mr.  Deane.  Or,  rather,  January,  1918. 

The  Chahiman.  Two  in  February,  1918;  four  in  March,  1918; 
«nd  two  each  in  April,  May,  June,  and  July,  1918 ;  that  is,  the  last 
ship  to  be  delivered  not  later  than  July  31,  1918.  Now,  from  any 
records  in  your  office  can  you  tell  whether  any  of  these  ships  were 
delivered  in  accordance  with  the  dates  in  this  contract? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Subsequently  another  agreement  was  entered  into 
changing  the  delivery  days? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Have  you  a  copy  of  that  agreement? 

Mr.  Deane.  I  have  a  copy  of  the  agreement,  but  I  have  not  a  copy 
of  the  delivery  dates. 

The  Chairman.  Were  they  not  stated  in  the  agreement  ? 

Mr.  Deane.  Not  in  the  copy  which  I  received. 

The  Chairman.  Was  there  any  agreement  or  contract  entered  into 
which  does  state  the  delivery  dates  ? 

Mr.  Deane.  The  agreement  of  May  1  refers  to  the  revised  de- 
livery dates,  but  I  have  never  seen  a  schedule  of  those  dates. 

The  Chairman.  You  have  not  any  such  schedule  in  your  files? 

Mr.  Deane.  No,  sir. 

The  Chairman.  How  would  you  know  about- making  payments 
upon  the  ships  if  you  did  not  mow  what  per  cent  completed  they 
were  with  reference  to  the  delivery  date  of  the  ship  ? 

Mr.  Deane.  Because  we  have  financed  the  whole  operation  of  the 
Sloan  yards  from  time  to  time.  They  have  not  had  to  qualify  fd 
every  progress  payment  they  received. 

The  Chairhan.  I  did  not  hear  you,  Mr.  DeanA. 
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Mr.  Deane.  I  say  the  Sloan  Corporation  has  not  had  to  qualify 
in  the  ordinaiy  manner  for  every  payment  that  they  received.  The 
agreement  of  May  1  provides  that  prcJgress  may  be  waived,  and  the 
laeet  Corporation  shall  finance  the  contractor  in  any  manner  they 
deem  suitable. 

The  Chairman.  How  would  that  waiver  be  indicated? 

Mr.  Deane.  In  the  contract — ^the  one  I  have  just  given  you. 

The  Chairman.  That  was  in  the  agreement? 

Mr.  Deane.  Yes. 

The  Chairman.  That  the  agreement  might  be  waived? 

Mr.  Deane.  That  the  progress  payments. 

The  Chairman.  That  the  progress  payments  might  be  waived  1 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Were  they  waived? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  How  did  the  district  office  indicate  its  waiver,  or 
how  was  the  waiver  of  those  progress  payments  indicated? 

Mr.  Deane.  By  advancing  a  sufficient  fund  to  the  Sloan  Corpora- 
tion from  time  to  time  to  defray  all  of  their  expenses  of  operation. 

The  Chairman.  Was  this  contract  made  on  one  of  the  printed 
forms  of  contracts  used  by  the  Shipping  Board,  do  you  know  ? 

Mr.  Deane.  No,  sir ;  I  do  not  think  so. 

The  Chairman.  Do  you  know  whether  it  was  prepared  here  or  at 
the  home  office? 

Mr.  Deane.  It  must  have  been  prepared  at  the  home  office. 

The  Chairman.  Was  it  submitted  to  the  attorney  for  the  district 
office  before  signed  by  the  Sloans  or  was  it  signed  there  at  the  home 
office? 

Mr.  Deane.  I  could  not  say  for  sure.  The  contract  w^as  executed 
before  my  time. 

The  (^hairman.  You  have  riven  us  a  list  of  the  former  employees 
of  the  Fleet  Corporation  in  District  No.  8 — ^that  is,  this  district — 
who  are  now  employed  in  the  shipyards  in  this  vicinity.  Mr.  G.  E. 
Earnshaw,  inspector,  now  employed  by  Skinner  &  Eddy.  Was  he 
an  inspector  when  you  first  came  here? 

Mr.  Deane.  I  could  not  say  that  without  referring  to  the  pay  rolls. 

The  Chairman.  To  the  pay  rolls? 

Mr.  Deane.  Yes. 

The  Chairman.  Mr.  William  Cook,  formerly  an  inspector,  now 
with  the  Seattle  North  Pacific  Shipbuilding  Co.  Was  he  an  in- 
spector when  you  first  came  here  or  would  you  have  to  refer  to  the 
pay  rolls  to  ascertain  th^t  ? 

Mr.  Deane.  I  would  have  to  refer  to  the  payrolls  to  make  sure. 

The  Chairman.  As  to  all  of  these? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  J.  R.  Audette,  inspector,  now  with  Meacham  & 
Babcock  Shipbuilding  Co^  Edward  Looker,  assistant  district  auditor, 
now  with  ^e  Hefferman  Engine  Works;  Hartley  D.  Smith,  resident 
auditor,  now  with  the  Hefferman  Engine  Works;  L.  E.  Fuglede*, 
resident  auditor,  now  employed  by  various  yards  in  connection  with 
labor  claims;  and  W.  A.  Magee,  district  manager,  now  employed  by 
the  Winslow  Marine  Railway  &  Shipbuilding  Co.;  and,  as  far  as 
you  know  from  the  records  in  your  office,  those  are  all  the  former 
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employees  of  the  district  office  who  are  now  employed  by  shipyards 
in  this  district? 

Mr.  Deane.  That  is  all  we  could  recollect. 

(The  list  of  former  employees  of  the  United  States  Shipping  Board 
Emergency  Fleet  Corporation,  District  No.  8,  now  employed  by  ship- 
yards in  this  district,  as  submitted  by  the  witness,  is  as  follows:) 

Former  employees  of  the  United  States  Shipping  Board  Emergency  Fleet 
Corporation,  district  No.  8: 

G.  E.  Ramshaw,  Inspector ;  now  employed  hy  Skinner  &  Eddy  Corporation. 

William  Cook,  Inspector;  now  employed  by  Seattle  North  Pacific  Shipbuild- 
ing Co. 

J.  R.  Audette,  inspector;  now  employed  by  Meacham  &  Babcock  Shipbuild- 
ing Co. 

Edward  Looker,  assistant  district  auditor;  now  employed  by  Hefferman 
Engine  Works. 

Hartley  D.  Smith,  resident  auditor;  now  employed  by  Heflfernian  Engine 
Works. 

L.  E.  Fuglede,  resident  auditor ;  now  employed  by  various  yards  in  connection 
w'ith  labor  claims. 

W.  A.  Magee,  district  manager;  now  employed  by  Winslow  Marine  Railway 
&  Shipbuilding  Co. 

The  Chairman.  Have  you  a  copy  of  the  telegram  from  Capt.  Blain 
to  the  home  office,  relative  to  the  Grays  Harbor  Motorship  Co.,  with 
respect  to  taking  over  work  at  the  Sloan  yards? 

Mr.  Deane.  That  is  being  copied  right  now,  sir. 

(Telefframs  referred  to  and  later  submitted  by  witness  are  as 
follows : ) 

[Telccrram.] 

OCTOBKR  12,  1918. 

Pnz, 

Emergency  Fleet,  Philadelphia: 

Reference  to  conversation  Philadelphia  subject  Sloan  Shipyard  I  have  just 
concluded  close  investigation  affairs  of  the  Olympia  yard  and  find  same  in  a 
chaotic  state  so  far  as  structural  progress  that  institution  concerned.  With  a 
view'  of  arriving  at  some  solution  for  this  I  have  had  several  conferences  with 
Messrs.  Schubach,  Patterson,  Ward,  and  Shorts,  the  executive  organization  of 
the  Grays  Harbor  Motorship  Corporation.  On  this  date  they  make  verbal 
proposition  to  undertake  effective  Fleet  Corporation's  designated  date  to  com- 
plete ships  under  construction  at  the  Sloan  Shipyards,  Olympia,  on  the  basis  of 
a  fixed  fee  of  $15,000  per  complete  ship,  this  fee  to  be  based  on  the  percentage  of 
completion  as  shown  by  Fleet  Corporation  records  of  date  the  agreement  becomes 
effective.  This  would  mean  further  that  the  Fleet  Corporation  or  this  office 
would  undertake  continuance  of  the  management  of  the  Anacortes  yard  at  least 
until  the  present  six  ships  laid  down  are  launched,  and  it  contemplates  the  out- 
fitting and  completion  of  those  vessels  at  Olympia.  Also,  determining  what  pro- 
portion of  the  $15,000  fee  per  ship  would  go  to  the  Grays  Harbor  Motorship  or- 
ganization by  the  percentage  of  completion  of  vessels  when  taken  away  from 
Anacortes.  I  spent  a  day  in  Aberdeen  to  study  the  organization  of  the  Grays 
Harbor  Motorship  Corporation,  another  day  in  Olympia,  and  from  my  viewpoint 
this  is  the  most  reasonable  solution  I  can  suggest  to  arrive  at  satisfactory  and 
economical  conclusion  of  the  Sloan  yard  at  Olympia.  With  your  approval  and 
that  of  Mr.  Cutthell  Cosgrove,  Flec4  Cori)oration*s  attorney  here,  could  draw  the 
a^n'emient  if  same  is  not  done  by  the  home  office.  Please  advise  your  desires  In 
the  premises.  With  reference  to  Anacortes  yard  I  do  not  think  it  advisable  to 
ask  anyone  undertake  completion  of  ships  pt  that  plant,  but  believe  after  visit 
there  coming  week  I  can  arrive  some  solution  whereby  efficient  organization  can 
be  created  to  at  least  finish  present  contracts.  Joseph  Sloan  left  that  organiza- 
tion daring  Mr.  Plgott's  regime,  as  I  understand,  to  become  candidate  for  Con- 
Ktesa.    Yard  Is  now  in  hands  of  Business  Manager  Pigott,  formerly  had  at 

Olympia. 

Blain. 
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[Telegram.] 

Philadelphia,  Pa.,  October  19,  1918, 
John  F.  Blain, 

District  Manager  United  States  8.  B.  E.  P.  C, 

Securities  Building,  Seattle,  Wash.: 

Sloan  shipyards.  Your  mire  Plez,  13th.  Cost-plus  fee  plan  not  practicable, 
In  view  of  existing  contract  with  Sloan.  Important  that  Fleet  Corporation's 
right  under  contract  of  May  1,  1918,  be  preserved.  That  contract  must  not  be 
breached  in  any  respect,  and  any  arrangements  made  must  be  in  accord  there- 
with. Under  sections  C  and  D,  article  6,  of  that  contract  we  can  put  your  plan 
into  effect  substantially.  Remove  present  management.  Call  on  Sloan  ship- 
.yards  to  nominate  a  suitable  man  if  possible — a  Grays  Harbor  man  or  a  man  of 
similar  ability  and  experience — to  take  executive  management.  If  Sloan  will  not 
nominate  satisfactory  person,  we  must  act  on  our  own  judgment.  New  manage- 
ment must  be  in  thorough  accord  with  best  interests  of  Sloan  shipyards.  Im- 
portant to  keep  In  mind  fact  that  management  acts  for  the  account  of  Sloan. 
Make  your  arrangements  tentative  and  subject  to  home  office  appro  vat  Any 
contracts  carrying  this  plan  into  effect  will  be  prepared  at  home  office  in  con- 
junction with  Cosgrove. 

James  O.  Heywobth. 

The  Chairman.  Have  you  a  list  of  vessels  upon  which  repairs  have 
been  ordered  shortly  after  being  put  into  commission? 

Mr.  Deane.  No;  I  have  not.  I  have  referred  that  to  the  division 
of  operations  and  received  their  reply  this  morning,  and  we  will  have 
to  get  it  from  San  Francisco. 

The  Chairman.  From  San  Francisco? 

Mr.  Deane.  From  San  Francisco.  These  vessels  are  turned  over 
to  the  division  of  operations  as  soon  as  they  are  completed  by  us,  and 
it  will  be  necessary  for  them  to  advise  us  of  what  vessels  they  have 
to  repair  immediately  after  going  into  commission. 

The  Chairman.  The  division  of  operations  has  its  headquarters 
.at  San  Francisco? 

Mr.  Deane.  Yes^ir. 

The  Chairman.  Do  they  not  have  a  district  office  here? 

Mr.  Deane.  Yes,  sir ;  but  I  will  furnish  you  a  copy  of  the  letter  I 
received  from  the  representative  of  this  district  office. 

The  Chairman.  Apparently  they  do  not  keep  any  records  here  at 
the  district  office  ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Have  you  the  amount  the  Wisconsin  Timber  Co. 
delivered  under  the  Sloan  contract,  at  $30  per  thousand  ? 

Mr.  Deane.  You  have  that  information  before  you. 

The  Chairman.  Oh,  that  is  on  one  of  these  sheets  here? 

Mr.  Deane.  That  is  on  one  of  those  sheets. 

(The  statement  as  submited  by  the  witness  is  as  follows:) 

Wisconsin  Timber  Co.,  in  account  with  Sloan  Shiinfards  Corporation, 

Feet. 

Ship  lumher  delivered  at  $30  per  M 2, 441, 855 

Ship  lumber  delivered  at  $40  per  M 6,051.  630 

Ship  lumber  delivered  at  $75  per  M 2,  480 

Total 8, 495, 965 

Commercial  lumber 1,373, 126 

Total 9, 869, 001 
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The  Chairman.  Ship  lumber  delivered  at  $30  per  thousands, 
2,441,855  feet;  at  $40  a  thousand,  6,051,630  feet;  at  $75  a  thousand, 
2.480  feet;  a  total  of  8,495,965  feet,  delivered  to  the  Sloan  Shipyards 
Corporation  by  the  Wisconsin  Timber  Co. 

Now,  here  is  an  item  of  commercial  lumber,  of  1,373,126  feet.  What 
is  that? 

Mr.  Deane.  That  was  lumber  supplied  to  the  Sloan  Shipyards  Cor- 
poration for  building  their  plant,  etc.,  outside  of  shipbuilding  timbers. 

The  Chairman.  And  that  was  paid  for  by  the  Sloan  Co.  from  the 
advance  that  was  made  which  was  to  apply  on  the  ships? 

Mr.  Deane.  Most  of  it  was  paid  by  the  Sloan  Co.  It  is  possible 
some  may  have  been  bought  since. 

The  Chairman.  We  asked  for  the  amount  of  money  expended  at 
Anacortes  j^ard  under  the  superintendency  of  A.  L.  Arnold,  who  was 
superintendent  there  for  about  four  months. 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  You  furnished  us  the  figures  for  stores,  $66,451.85 ; 
ship  construction,  $182,787.14;  buildings  and  equipment,  $25,221.46; 
making  a  total  of  $274,460.45. 

Under  the  administration  of  Joseph  A.  Sloan,  for  six  months,  and 
that  was  succeeding  Mr.  Arnold  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Stores,  $57,833.28 ;  ship  construction,  $688,823,45 ; 
buildings  and  equipment,  $63,944.69 ;  a  total  of  $800,601.42. 

(The  statement  submitted  by  the  witness  is  as  follows:) 

Sloan  Shipyards  Corporation,  Anacortes  plant. 

Expenditures  under  saperin tendency  of  A.  L.  Arnold  (four  months) : 

Stores $66,451. 86 

Ship  construction 182, 787. 14 

Buildings  and  equipment 25,  221. 46 

274, 460.  45 
Expenditures    under    administration    of    Joseph    A.    Sloan     (six 
months)  : 

Stores $57, 833. 28 

Ship  construction 688, 823. 45 

Buildings  and  equipment 55, 944. 60 

800, 601.  42 

The  Chairman.  Have  you  the  copy  of  your  letter  to  the  home  office 
nsldng  for  authority  to  audit  the  books  f  the  Skinner  &  Eddy  Cor- 
poration t 

Mr.  De^vnb.  Yes,  sir.    f  Handing  letter  to  the  chairman.] 

The  Chairman.  Letter  dated  November  26,  1918,  from  District 
Auditor  Deane  to  General  Auditor  Wilson.  Subject,  "Skinner  & 
Bddy  Corporation."  Is  this  the  copy  which  you  can  leave  with  the 
^mmittee,  Mr.  Deane? 

Mr.  Deane.  Yes,  sir;  I  will  leave  it  with  you. 

The  Chairman.  Then  we  will  have,  the  letter  inserted  in  the  rec- 
t)rd ;  but  this  is  the  letter  in  which  you  direct  attention  to  paragraph 
8,  section  2,  providing  that  "  The  owner's  auditors  " — ^tnat  is,  tne 
Emergency  Fleet  Corporation 

Mr.  Deane.  Yes,  sir. 
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The  Chairman  (continuing).  "  Shall  have  the  right  at  reasonable 
and  proper  times  to  inspect  the  contractor's  accounts,  records,  and 
original  entries,  vouchers,  and  supporting  papers,  but  only  upoa 
written  direction  from  the  owner's  treasurer,  general  auditor,  or  as- 
sistant general  auditor."  And  that  they  shall  not  be  required — that 
is.  Skinner  &  Eddy — ^to  keep  its  accounts  in  any  manner  different 
from  tliat  in  which  they  are  now  kept. 

.You  direct  attention  to  the  fact  that  the  contractor  has  been  ad- 
vanced the  payments,  according  to  the  terms  of  the  contracts  num- 
bered 324  and  447,  the  sum  of  $9,040,500  on  46  hulls,  the  keels  of 
which  have  not  yet  been  laid ;  and  also,  in  view  of  the  unsettled  con- 
ditions prevailing  at  that  time,  you  request,  in  accordance  with  the 
terms  oi  the  contract,  that  you  have  the  necessary  authority  to  make 
the  examination.    That  is  signed  by  G.  P.  Deane. 

(The  copy  of  the  letter  submitted  by  the  witness  is  as  follows:) 

November  26,  1918. 
(Refer  to  GPD:S.) 

From :  Northern  Pacific  District,  District  Auditor  Deane. 
To:  Auditing  Division,  General  Auditor  Wilson. 
Subject :  Skinner  &  Eddy  Corporation. 

1.  Parafrraph  8  of  section  2  of  contract  with  Skinner  &  Eddy  Corporation 
provides  that  "  The  owner's  auditors  shall  have  the  rij?ht  at  reasonable  and 
proper  times  to  inspect  the  contractor's  accounts,  records,  and  original  entries, 
vouchers,  and  supi)ortinff  papers,  but  only  upon  written  direction  from  the 
owner's  treasurer,  general  auditor,  or  assistant  general  auditor.  This  provi- 
sion, however,  shall  not  be  construed  to  require  the  contractor  to  keep  its 
accounts  in  any  manner  different  from  that  in  which  they  are  now  kept." 

2.  In  view  of  the  fact  that  on  contracts  Nos.  324  and  447  the  above  contractor 
has  now  been  advanced  in  payments,  according  to  the  terms  of  these  contracts, 
the  sum  of  ,i»9,040,r)00  on  46  hulls,  the  keels  of  which  have  not  yet  been  laid, 
and  also  in  view  of  the  unsettle<l  conditions  prevailing  at  the  present  time,  I 
would  request  that,  in  accordance  with  the  terms  of  the  contract  above  quoted, 
you  let  me  have  the  necessary  authority  to  nuike  whatever  examination  may  be 
exr)e<lient. 

G.  P.  Deane,  District  Auditor. 

The  Chairman.  You  received  under  date  of  Decemlier  3  a  letter 
signed  by  George  J.  Strong,  assistant  general  auditor,  stating  that  he 
was  inclosing  a  carbon  copy  of  his  letter  to  Skinner  &  Eddy  asking 
them  to  grant  you  the  privilege  of  making  the  examination,  and  also 
a  letter  fer  you  to  present  to  the  corporation  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Those  letters  which  were  inclosed,  one  letter  of 
introduction  and  the  other  a  letter  to  Skinner  &  Eddy,  asking  that  you 
be  permitted  to  make  the  examination,  dated  December  3. 

(The  letter  submitted  by  the  witness  is  as  follows :) 

Uniti-:©  States  Shipping  Boabd 
Emrbgency  Fleet  Cobpoeation, 

Philadelphia t  December  3,  19 IS. 
District  Auditor  G.  P.  Deane, 

Seattle^   Wash,: 

1.  I  am  inclosing  herewith  carbon  copy  of  my  letter  to  the  Skinner  &  Fkidy 
Corporation  asking  them  to  grant  you  the  privilege  of  making  such  examination 
of  their  books  and  accounts  as  you  saw  fit. 

2.  I  am  also  inclosing  letter  for  you  to  present  to  the  Skinner  &  Eddy  Corpo- 
ration, as  I  agreed  to  in  my  letter  to  them  at  the  time  I  made  the  request. 

3.  We  should  appreciate  an  early  report  of  this  audit. 

Geo.  J.  Strong, 
Assistant  (Jeneral  Auditor. 


SHIPPING  BOABD  OPERATIONS.  258 

United  States  Shipping  Board, 

Emergency  Fijcet  Corporation. 
Philadelphia^  Pa.,  December  5,  1918. 
Skinneb  &  Bj1M)y  Cobpobation, 

Seattle,  Wash, 

Gbntubmen  :  This  will  introduce  District  Auditor  G.  P.  Deane.  for  whom  I 
requested  authority  to  make  such  audit  of  your  books  and  other  records  as  he 
might  deem  necessary.  This  request  was  contained  in  my  letter  to  you  of 
December  3,  1918. 

Geo.  J.  Stbong, 
Assistant  General  Auditor. 


December  3,  191S. 
Skixner  &  Eddy  Corporation, 

Seattle,  Wash.: 

1.  ParajH'aph  8  of  section  2  of  contract  with  your  company  provides  that  the 
owner's  auditors  shall  have  the  right  at  reasonable  and  proper  times  to  inspect 
the  contractor's  accounts,  records,  and  original  entry  vouchers  and  supporting 
papers,  but  only  upon  written  direction  from  the  owner's  treasurer,  general  audi- 
tor, or  assistant  general  auditor. 

2.  Will  you  kindly  permit  District  Auditor  G.  P.  Deane,  of  our. Seattle  office, 
with  such  assistants  as  he  deems  necessary,  to  make  such  examination  of  your 
books  and  records  as  he  sees  fit?  I  shall  write  to  Mr.  Deane  informing  him  that 
I  have  made  this  request,  and  giving  him  a  letter  to  you  to  present  at  such  time 
as  he  calls  upon  you  to  make  arrangements  for  this  audit. 


Assistant  General  Auditor. 
C.  C.  Dist.  Aud.  G.  P.  Deane,  Seattle.  Wash. 

The  Chairman.  Then,  you  received,  on  December  11,  a  telegram 
from  Mr.  Strong  reading  as  follows: 

Do  nothing  further  on  audit  of  Skinner  &  Eddy  requested  in  your  letter  of 
November  26.  Further  advice  will  follow.  Are  tliere  any  other  reasons  for 
this  audit  than  you  gave  in  your  letter  of  the  26th? 

Did  you  give  any  other  reasons? 

Mr.  Deane.  No,  sir. 

The  Chaikman.  And  you  heard  nothing  further  from  it? 

Mr.  Deane.  No.  Some  months  after  that,  Mr.  Sweet  brought  me 
up  a  copy  of  his  balance  sheet,  and  we  went  into  it  together,  up  in 
my  office. 

The  Chairman.  That  was  simply  the  balance  sheet  of  the  firm? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  I  assume  he  did  not  go  very  much  into  detail  as 
costs,  etc.  ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  From  the  balance  sheet,  were  you  satisfied  with 
the  financial  situation,  in  view  of  the  large  sum  that  had  been  ad- 
vanced upon  the  hulls? 

Mr.  Deane.  Yes,  sir. 

Tlie  Chairman.  Did  you  make  any  report  to  the  home  ofiice? 

Mr.  Deane.  No,  sir. 

The  Chairman.  These  letters  from  Mr.  Strong  are  dated  Decem- 
ber 3 ;  you  received  them  about  the  7th  or  8th  ? 

Mr.  Deane.  About  the  8th. 

The  Chairman.  About  the  8th? 

Mr.  Deane.  Yes,  sir. 
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The  Chairman.  Between  the  8th  and  11th,  had  you  made  any 
arrangement  to  audit  the  books,  or  had  you  visited  the  Skinner  & 
Eddy  plant  for  that  purpose? 

Mr.  Deane.  No,  sir.  From  what  I  can  recollect,  that  telegram 
was  received  one  day  after  the  letter. 

The  Chairman.  One  day  after  the  letter? 

Mr.  Deane.  Yes,  sir ;  or,  at  the  very  most,  two. 

The  Chairman.  The  telegram  is  dated  the  11th,  you  will  notice. 

Mr.  Deane.  The  letter  that  I  received  from  Mr.  Strong  will  bear 
out  the  date.    The  receipted  date  is  on  it. 

Mr.  Foster.  May  I  ask  there,  Mr.  Walsh :  This  company,  he  savs, 
is  the  only  one  in  the  district  that  he  did  not  have  power  to  audit  f 

Mr.  Deane.  Yes,  sir.  This  is  the  only  one  for  which  I  had  to  get 
permission  from  the  home  oflSce*. 

The  Chairman.  Because  of  the  clause  in  their  contract? 

Mr.  Deane.  Yes. 

The  Chairman.  Now,  do  I  understand — ^I  may  have  asked  you 
about  this  before,  Mr.  Deane — ^but  do  I  understand  that  the  vouchers 
for  repairs  for  ships  do  not  come  through  your  office  ? 

Mr.  Deane.  The  vouchers  for  repairs  to  ships  undertaken  by  the 
operating  division  do  not  come  through  our  office.  There  are  certain 
repair  bills  for  certain  repairs  to  ships  that  are  billed  back  to  the 
construction  division,  and  they  do  go  through  my  office. 

The  Chairman.  AMien  does  the  operating  division  take  jurisdic- 
tion over  a  sllip? 

Mr.  Deane.  That  would  be  a  question  that  the  district  manager 
would  have  to  answer. 

The  Chairman.  Well,  how  do  you  know  whether  a  voucher  which 
is  presented  to  you  for  repairs  was  a  proper  one  for  you  to  pay; 
and  how  can  you  tell  that  it  belongs  to  the  division  of  operations  ? 

Mr.  Deane.  I  get  the  advice  of  the  district  manager  on  such  bills 
as  that. 

The  Chairman.  Do  you  recall  making  any  payments  for  the  re- 
fitting of  the  U.  S.  S.  Boston? 

Mr.  Deane.  There  were  payments  made  through  this  office,  but 
they  were  before  my  jurisdiction. 

The  Chairman.  What  is  this  supplementary  agreement  to  No.  13, 
S.  C?  *      '  . 

Mr.  Deane.  That  is  the  purchase  of  the  Seattle  Construction  & 
Dry  Dock  Co.  plant  agreement. 

The  Chairman.  I  think  that  is  all  for  the  present. 

Mr.  Kelley,  have  you  any  questions? 

Mr.  Kelley.  The  repair  bill  for  the  U.  S.  S.  Kaskaskia^  was  that 
paid  by  you? 

Mr.  Deane.  I  think  we  paid  certain  bills  on  the  Kaskaakia^  fitting 
her  to  turn  her  over  to  the  operating  department. 

Mr.  Kelley.  Who  built  the  Kaskdskiaf 

Mr.  Deane.  The  Grays  Harbor  Motorship  Corporation. 

Mr.  Kelley.  Do  you  know  the  circumstances  which  made  it  neces- 
sary to  spend  $10,874.29  for  repairs  on  that  ship? 

Mr.  Deane.  No,  sir. 

Mr.  Kbo^ey.  In  July  and  August.  1918? 

Mr.  Deane.  No,  sir.  <j>re  j 
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Mr.  Kellet.  Who  ordered  those  repairs? 

Mr.  Deane.  I  could  not  say  offhand,  without  looking  up  the  bills. 

Mr.  Kellet.  You  do  not  laiow  whether  it  was  while  the  ship  was 
yet  under  the  bureau  of  construction  or  under  the  bureau  of  opera- 
tion? 

Mr.  Deane.  I  could  not  say  for  sure. 

Ml .  Kelley.  If  you  paid  them,  it  must  have  been  under  the  bureau 
of  construction? 

Mr.  Deane.  Unless  the  operating  depaitment  made  certain  de- 
mands upon  us  before  they  would  accept  the  ship. 

Mr.  Kelley.  If  this  ship  were  accepted  by  the  bureau  of  construc- 
tion and  had  its  trial  trip  and  repairs  put  upon  her  after  thatj  would 
you  pay  them,  or  would  they  be  paid  by  the  bureau  of  operations? 

Mr.  Deane.  We  might  have  to  pay  them.  It  would  depend  en- 
tirely uDon  the  circumstances. 

Mr.  Keli^ey.  Did  you  get  a  voucher  in  sufficient  detail  to  give  you 
any  idea  of  the  character  of  the  repairs? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  I  think,  perhaps,  you  had  better  make  a  memorandum 
of  that  and  let  us  have  tne  history  of  the  expenses  for  repairs  on  the 
Kaskaskia, 

Mr.  Deane.  What  was  the  amount  you  had  there,  sir? 

Mr.  Kelley.  $10,874.29.  That  would  be  quite  a  large  repair  bill, 
would  it  not,  Mr.  Deane  ? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Now,  have  you  in  mind  the  U.  S.  S.  Brornella^  upon 
which  repairs  were  made  in  November  and  December,  1918,  amount- 
ing to  $25,719.16? 

Mr.  Deane.  I  will  have  to  look  that  up  in  the  same  manner. 

Mr.  Kelley.  That  was  a  pretty  large  bill.  I  did  not  know  but 
what  you  might  possibly  remember  that  ship. 

Mr.  Deane.  No. 

Mr.  ICelley.  Have  you  a  record  showing  when  those  ships  jvere 
taken  over  by  the  Bureau  of  Construction? 

Mr.  Deane.  No;  the  last  record  I  have  is  when  they  were  ac- 
cented by  the  construction  division. 

Mr.  Kelley.  Just  make  a  memorandum  of  that,  and  get  the  time 
when  those  two  ships  were  accepted. 

Mr.  Deane.  Yes. 

Mr.  Kelley.  And  while  you  are  at  it,  also  look  up  the  informa- 
tion with  reference  to  the  JSrompfon  repairs  in  December,  amount- 
ing to  $7,993.16— December,  1918. 

Mr.  Deane.  Amounting  to  how  much  ? 

Mr.  Kelley.  $7,993.16.    Who  built  these  ships  ? 

Mr.  Deane.  I  think  the  Grays  Harbor  Motorship  Corporation 
built  them  all. 

Mr.  Kelley.  Did  they  finish  the  ships,  hull  and  machinery,  or  was 
the  machinery  installed  somewhere  else? 

Mr.  Deane.  No  ;  the  machinery  was  installed  afterwards. 

Mr.  Kelijey.  All  complete 

Mr.  Deane.  The  machinery  was  installed  under  separate  contracts. 

Mr.  Kellet.  Yes ;  but  by  the  same  people  ? 

Mr.  Deane.  Yes. 
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Mr.  KEiiiiEY.  Have  you  a  list  of  the  stockholders  of  the  Grays 
Harbor  Motorship  Corporation? 

Mr.  Deane.  I  think  we  have. 

Mr.  Kelley.  Do  you  know  whether  or  not  Mr.  Magee  was  a  stock- 
holder in  that  corporation? 

Mr.  Deane.  Not  so  far  as  I  know. 

Mr.  Kelley.  Will  you  look  through  your  files  to  find  out  whether 
or  not  you  have  any  records  to  show  who  the  stockholders  were,  and 
particularly  whether  Mr.  Magee  was  ever  a  stockholder  of  that  con- 
cern? 

Mr.  Deane.  All  right  ,  sir. 

Mr.  Kelley.  Was  Mr.  Magee  ever  an  agent  for  the  American 
Bureau  of  Shipping,  as  far  as  you  know  ? 

Mr.  Deane.  Not  as  far  as  I  know ;  no,  sir. 

Mr.  Kelley.  He  might  have  been,  without  its  coming  to  your 
knowledge  ? 

Mr.  Deane.  Yes ;  he  might  have  been. 

Mr.  Keli^y.  Or  under  your  observation,  although  it  probably 
would  have  shown  up  somewhere  in  the  reports  and  papers  that  came 
through  your  office,  would  it  not? 

Mr.  Deane.  Not  necessarily,  if  he  had  been  previously  connected 
with  the  American  Bureau.  It  might  never  have  come  to  my 
knowledge  at  all. 

Mr.  Kelley.  This  contract  that  Mr.  Magee  made  with  the  Wins- 
low  Co.,  did  you  bring  that  down,  or  did  we  not  ask  you  for  that 
yesterday? 

Mr.  Deane.  No  ;  you  did  not  ask  me  for  that. 

Mr.  Kelley.  I  wish  you  would  bring  that  down.  I  think  you 
gave  us  yesterday  the  date  of  that  contract,  did  you  not? 

Mr.  Deane.  I  gave  the  approximate  date. 

Mr.  Kelley.  And  when  was  that? 

Mr.  Deane.  About  April  15. 

Mr.  Kelley.  When  did  Mr.  Magee  leave  the  district  management 
here? 

Mr.  Deane.  May  1. 

Mr.  Kelley.  So  the  contract  was  made  with  the  W^inslow  Co.,  pos- 
sibly, a  couple  of  weeks  before  he  became  the  active  manager  of  that 
corporation  ? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  What  sort  of  a  contract  was  this  with  the  Winslow 
people? 

Mr.  Deane.  It  is  a  contract  to  finish  up  the  installation  on  a  vessel 
left  over  there  in  .an  uncompleted  state.    That  was  one  contract. 

Mr.  Keixey.  Do  you  know,  of  your  own  knowledge,  how  long  be- 
fore Mr.  Magee  left  the  office  here,  that  he  was  planning  to  leave? 

Mr.  Deane.  I  did  not  know  until  about  May  1  that  he  was  actually 
getting  out. 

Mr.  Kelley.  Did  he  resign  to  take  effect  at  once,  or  to  take  effect 
about  the  1st  of  May  ? 

Mr.  Deane.  I  could  not  say.    I  do  not  know. 

Mr.  Kelley.  Was  his  resignation  in  writing  or  verbally? 

Mr.  Deane.  I  haven't  any  idea. 

Mr.  Kelley.  Would  it  be  too  much  bother  for  you  to  ask  the  man- 
ager or  somebody  up  there  for  a  copy  of  Mr.  Magee's  resignation! 
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How  much  money  has  been  paid  the  Winslow  Corporation  imder 
the  contract  through  your  office  since  Mr.  Magee  became  manager? 

Mr.  Deane.  I  wiU  have  to  look  that  up  for  you- 

Mr.  Kellby.  In  your  judgment,  did  the  transfer  of  the  Seattle 
Construction  Co.'s  property  to  Skinner  &  Eddy  create  a  situation 
which  would  make  it  desirable  or  necessary  for  the  Government  to 
have  access  to  the  books  of  Skinner  &  Eddy  ? 

Mr.  Deane.  No,  sir. 

Mr.  Kelley.  How  was  Skinner  &  Eddy  to  pay  for  the  Seattle 
Construction  &  Dry  dock  Co.'s  property? 

Mr.  Deane.  How  were  they  to  pay  for  it? 

Mr.  Kelley.  Yes. 

Mr.  Deane.  At  the  rate  of  $125,000  per  boat  for  every  boat  built 
at  that  plant  that  they  took  over. 

Mr.  Kelley.  Would  it  not  be  of  vast  importance  for  the  Govern- 
ment to  know  what  it  was  costing  Skinner  &  Eddy  to  build  the 
shii>s,  in  view  of  the  fact  that  they  had  permitted  them  to  pay  for 
that  property  and  the  shipg  they  were  constructing  at  the  rate  of 
$125,000  apiece? 

Mr.  Deane.  Not  necessarily.  We  always  have  the  ship  before  we 
let  ffo  of  our  lastpayment. 

Mr.  Kelley.  Well,  in  making  a  contract  of  that  sort,  where  we 
turn  over  $4,000,000  worth  of  property  to  another  corporation,  allow- 
ing them  to  pay  for  it  out  of  their  profits,  don't  you  think  the  Gov- 
ernment ought  to  always  be  in  a  position  to  know  what  their  profits 
are? 

Mr.  Deane.  I  do  not  think  this  $125,000  a  ship  should  be  construed 
as  actually  coming  out  of  their  profits.  That  was  in  the  nature  of 
rental  for  the  ways. 

Mr.  Keli^ey.  Tiiat  was  the  only  way  it  was  ever  to  be  paid  for, 
was  it  not? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  You  were  to  have  ships  built  there  until  it  was  paid 
for  at  the  rate  of  $125,000  apiece.  In  other  words,  we  were  to  fur- 
nish them  the  business  out  of  which  they  were  to  pay  for  this  prop- 
erty. 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  And  yet  we  never  were  in  a  position  to  know  what 
their  profits  were  on  any  particular  contract;  isn't  that  true? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  And  do  not  know  now. 

Mr.  Deane.  That  is  right. 

Mr.  Kelley.  The  United  States  Government,  after  advancing 
millions  to  Skinner  &  Eddy,  and  turning  over  to  them  that  yard 
down  there,  at  a  cost  of  $4,000,000,  does  not  know  to-day  what  it 
cost  Skinner  &  Eddy  to  build  a  ship ;  is  that  right  ? 

Mr.  Deane.  That  is  right,  as  far  as  my  office  is  concerned. 

Mr.  Kelley.  And  that  is  the  only  corporation  in  Seattle  that  is 
favored  in  that  way,  is  it  not ;  or  in  this  district,  as  far  as  you  know  ? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  And  this  contract  was  made  where  ? 

Mr.  Deane.  It  was  made  in  the  home  office. 

Mr.  Kelley.  At  the  home  office  in  Philadelphia  ? 

i77oea~2(>— FT  1 — 17 
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Mr.  Deane.  Yes,  sir. 

Mr.  Kblley.  After  being  turned  down  on  getting  the  authority  to 
go  through  their  books,  you  never  ventured  to  ask  for  it  again  t 

Mr.  Deane.  I  have  not  asked  for  it  again. 

Mr.  Kellet.  How  will  that  property  be  paid  for  now,  that  was 
turned  over  to  Skinner  &  Eddy? 

Mr.  Deane.  That  is  something  that  is  not  yet  decided.  I  think 
Skinner  &  Eddy  have  it  up  with  the  home  office. 

Mr.  Keujby.  But  they  have  never  agreed  to  pay  for  it  except  out 
of  revenue  received  from  the  construction  of  ships? 

Mr.  Deane.  I  think  that  is  about  all. 

Mr.  Kelley.  And  ships  built  in  that  yard? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Did  we  take  any  mortgage  on  the  original  plant  of 
Skinner  &  Eddy  when  this  was  turned  over  to  them  ? 

Mr.  Deane.  This  was  never  actually  turned  over  to  them.  The 
title  to  that  property  is  in  us  to-day. 

Mr.  Kelley.  But  they  were  to  have  it  if  they  built  enough  ships  to 
pay  for  it,  at  the  rate  of  $126,000  a  ship  ? 

Mr.  Deane.  I  think  that  is  about  the  effect  of  the  contract. 

Mr.  Kelley.  You  never  did  know  why  the  Government  did  not 
merely  commandeer  the  yard  and  lease  it  to  Skinner  &  Eddy  ? 

Mr.  Deane.  No. 

Mr.  Kelley.  And  pay  a  rental  to  the  Todd  people  ? 

Mr.  Deane.  No,  sir;  that  was  never  my  business. 

Mr.  Kelley.  You  took  it  just  as  you  found  it  and  sought  to  protect 
the  Government  all  you  could  by  demanding  the  right  to  examine 
their  books,  which  was  denied  from  the  home  office? 

Mr.  Deane.  In  this  particular  case,  when  I  requested  that  permis- 
sion to  examine  Skinner  &  Eddy's  books,  it  was  not  the  transfer  of 
this  plant 

Mr.  Kelley.  I  know  it  was,  but  I  was  mentioning  that  as  an  addi- 
tional reason.  I  understood  why  you  wanted  to  audit  them — some 
additional  reason  why,  in  addition  to  the  $9,000,000 — ^that  you  had 
advanced  on  hulls,  when  the  keels  had  not  been  laid. 

Mr.  Deane.  Yes. 

Mr.  Kelley.  And  I  asked  you  if  you  did  not  think  that  this  trans- 
action, in  addition  to  the  one  you  mentioned,  had  a  bearing  on 
whether  or  not  you  ought  to  have  access  to  their  books.  It  evidently 
had  not  occured  to  you  that  it  had  any  bearing? 

Mr.  Deane.  It  had  not;  no. 

Mr.  KetjiEy.  Who  were  the  contractors  for  the  U.  S.  S.  Bostonf 

Mr.  Deane.  The  Seattle  Construction  &  Dry  Dock  Co. 

Mr.  Kelley.  What  was  the  contract  price? 

Mr.  Deane.  I  haven't  any  idea.  I  will  have  to  look  that  up  for 
you. 

Mr.  Kelley.  Those  reports  came  through  your  office  before  your 
time? 

Mr.  Deane.  The  reports  came  through  the  office  before  I  was  ap- 
pointed. 

Mr.  Kelley.  Will  you  look  that  up  for  us? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  You  audit  the  accounts  relating  to  sales  of  material? 
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Mr.  Deane.  The  sales  of  salvaged  material? 

Mr.  Kellet.  Yes.  The  receipte  of  the  office,  as  well  as  the  dis- 
bursements, I  suppose,  come  through  your  office? 

Mr.  Deane.  Yes;  they  do. 

Mr.  Kelley.  How  much  did  the  Government  get  for  the  salvaged 
copper  and  brass  on  the  U.  S.  S.  Boston? 

Mr.  Deane.  That  is  something  else  I  will  have  to  look  up  for  you. 

Mr.  Keixet.  Where  is  the  Boston  now,  do  you  know  ? 

Mr.  Deane.  I  haven't  any  idea. 

Mr.  Kelley.  You  do  know  whether  it  was  a  successful  reconstruc- 
tion or  not? 

Mr.  Deane.  No,  sir. 

Mr.  Kelley.  Did  I  ask  you  for  a  list  of  vessels  upon  which  re- 
pairs had  to  be  made  while  yet  in  the  hands  of  the  Bureau  of  Con- 
struction, and  the  amount  of  money  expended  on  each?  If  I  did  not, 
I  would  be  glad  to  have  that  information. 

Mr.  Deane.  All  right,  sir. 

Mr.  Ejelley.  And  the  dates. 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  How  much  money  was  advanced  to  the  Todd  Shi-^- 
building  Co.?    Is  that  the  name  of  it,  at  Tacoma? 

Mr.  Deane.  The  Todd  Construction  &  Dry  Dock  Lw. 

Mr.  Kelley.  For  their  new  plant  over  there? 

Mr.  Deane.  $2,000,000. 

Mr.  Kelley.  And  the  Government  bought  Todd's  plant  down  h^ivi 
and  built  them  another  plant  over  at  Tacoma;  is  that  the  idea^ 

Mr.  Deane.  There  is  $2,000,000  of  our  money  invested  in  the  plant 
over  in  Tacoma.  The  title  to  that  property  is  also  in  us.  We  own 
$2,000,000  worth  of  property  over  there. 

Mr.  Kelley.  There  was  some  difficulty  in  the  construction  of 
ships  in  this  yard  down  here,  as  I  recollect  it,  owing  to  the  adminifi- 
tration  of  the  Seattle  Construction  &  Dry  Dock  Co.  This  yard  dowp 
here  is  adjacent  to  the  Skinner  &  Eddy  yard.  They  did  not  get  along 
well  down  here  with  the  construction  of  ships.  Otherwise,  I  sup- 
pose, the  Government  would  not  have  taken  the  yard  away  from 
them;  is  that  right? 

Mr.  Deane.-  1  am  not  familiar  with  the  details  of  that  transaction. 
They  were  handled  back  in  the  home  office,  and  I  do  not  know  the 
reason  or  anything  of  that  sort. 

Mr.  K!elley.  But  the  fact  remains  that  you  did  buy  the  yard  down 
there  for  $4,000,000  and  turn  it  over  to  Skinner  &  Eddy  to  be  paid 
for  out  of  the  receipts  from  ships,  and  then  went  over  to  Tacoma  and 
built  Todd  another  yard  at  $2,000,000  expense  to  the  Government. 
That  is  the  situation,  is  it  not? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  And  then  gave  Todd  contracts  for  ships,  I  suppose, 
over  there  which  he  was  not  able  to  build  down  here? 

Mr.  Deane.  Yes;  the  Todd  contracts 

Mr.  Kelley.  How  many  contracts  did  Todd  have  over  there? 

Mr.  Deane.  He  had  one  additional  contract  to  what  he  had  when 
he  left  Seattle. 

Mr.  Kelley.  And  just  transferred  these  contracts  over  to  his  new 
plant? 
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Mr.  Deane.  Yes. 

Mr.  Kelley.  How  many  of  those  were  canceled  at  the  last 

Mr.  Deane.  Twelve  vessels  canceled. 

Mr.  KJEixEY.  And  what  will  become  of  our  $2,000,000  investment 
in  the  Todd  plant  at  Tacoma  ? 

Mr.  Deane.  I  haven't  any  idea  at  the  present  time. 

Mr.  Kew^y.  I  tliink  that  is  all,  Mr.  Chairman,  that  I  have  to  ask. 

Mr.  Hadley.  What  were  the  terms  of  your  contract  with  Todd 
under  which  you  hold  the  title  at  Tacoma  ? 

Mr.  Deane.  Todd  was  to  pay  us  a  certain  sum  on  every  vessel  for 
rental  of  that  yard. 

Mr.  Hadley.  How  much  rental  did  they  pay  ? 

Mr.  Deane.  I  will  have  to  look  that  up  for  you  in  the  contract. 

Mr.  Hadley.  Was  that  some  similar  arrangement  to  the  one  that 
was  made  with  the  Skinner  &  Eddy  Co.,  so  far  as  the  plant  was 
concerned  ? 

Mr.  Deane.  It  was  more  or  less  the  exact  reverse  of  the  Skinner 
&  Eddy  proposition.  We  were  to  collect  a  rental  from  Todd  instead 
of  from  Skinner  &  Eddy. 

Mr.  Hadley.  Do  you  have  a  copy  of  each  of  the  contracts — ^the  one 
with  the  Skinner  &  Eddy  Co.  and  the  one  with  the  Todd  Co.? 

Mr.  Deane.  Yes,  sir. 

Mr.  Hadley,  You  have  produced  in  response  to  a  request  a  copy 
of  the  agreement  upon  which  you  acted  with  the  Seattle  Construc- 
tion &  Drydock  Co.  ? 

Mr.  Deane.  Yes,  sir. 

Mr.  Hadley.  But  we  had  not  asked  for  the  others,  had  we? 

The  Chairman.  What  others? 

Mr.  Hadley.  The  transfer  to  Skinner  &  Eddy — the  proposed  trans- 
fer to  Skinner  &  Eddy. 

The  Chairman.  It  was  in  the  contract. 

Mr.  Hadley.  We  have  not  got  that? 

Mr.  Deane.  I  will  get  you  that. 

Mr.  Hadley.  Do  you  have  a  contract  with  the  Todd  people,  of 
Tacoma  ? 

Mr.  Deane.  Yes,  sir;  the  Todd  contract  at  Tacoma  is  a  ship- 
construction  contract,  which  recites  how  much  rental  is  to  be  paid. 

Mr.  Hadley.  I  think  we  ought  to  have  whatever  outstanding  agree- 
ments there  are  on  transactions  of  this  magnitude  between  the  Fleet 
Corporation  and  Skinner  &  Eddy  and  also  between  the  Fleet  Cor- 
poration and  the  Todd  Co.  That  will  answer  the  question  I  was 
about  to  ask. 

I  notice  that  there  is  an  assumption  of  mortgages  provided  for  in 
the  contract  with  the  Seattle  Construction  &  Drydock  Co.  Do  you 
know  whether  the  Skinner  &  Eddy  Co.  assumed  the  mortgages  in 
that  contract  that  you  made  with  them,  or  agreed  to  if  they  took 

title?  * 

Mr.  Deane.  T  could  not  tell  you  offhand.  I  will  see  if  I  can  find  a 
copy  of  that  agreement  for  you  right  now. 

Mr.  Hadley.  Yes. 

Mr.  Deane.  There  you  are,  sir.  There  is  the  other  half  of  that 
contract  you  have  there. 

Mr.  Foster.  What  is  that,  Mr.  Hadley,  that  he  just  gave  you? 
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Mr.  Hadley.  The  witness  has  just  handed  me  what  purports  to 
be  a  copy  of  a  contract  dated  May  11,  1918.  It  is  in  the  form  of  a 
letter  addressed  by  Howard  Coonley,  vice  president,  to  the  Skinner 
4  Eddy  Corporation,  Seattle,  bearing  indorsement  by  way  of  ap- 
proval by  General  Counsel  Chester  W.  Cuthell  and  accepted  by  the 
bkinner  &  Eddy  Corporation.  That  will  identify  the  document. 
That  bears  the  ^ate — one  day  later  than  the  similar  communication 
passing  between  Mr.  Howard  Coonley,  vice  president,  and  the  Seattle 
Construction  &  Dry  Dock  Co. 

So,  as  a  matter  of  fact,  this  is  really  all  one  transaction ;  both  deals 
were  in  contemplation  at  the  time? 

Mr.  Deane.  Yes,  sir.         . 

Mr.  Hadley.  For  I  notice  on  the  face  of  the  first  one  a  recitation 
to  the  effect  "  that  we  or  our  nominee  will  assume  these  mortgages  " 
under  certain  conditions  that  are  mentioned. 

Do  you  have  a  copy  of  the  contract  at  present  on  hand  with  the 
Todd  Co.  ? 

Mr.  Deane.  No,  sir;  I  have  just  the* Skinner  &  Eddy  file  here. 

Mr.  Hadu:y.  Do  you  have  it  in  your  office  ? 

Mr.  Deane.  I  have ;  yes,  sir. 

Mr.  Hadixy.  You  can  produce  that  later,  then? 

Mr.  Deane,  Yes. 

Mr.  Hadley.  I  have  not  examined  these  documents,  but  they  are 
identified; 

Mr.  Keixey.  Who  was  your  predecessor,  Mr.  Deane  ? 

Mr.  Deane.  Mr.  Purse. 

Mr.  Kelley.  Where  is  he  now  ? 

Mr.  Deane.  To  the  best  of  my  knowledge  he  is  with  the  Pacific 
Car  &  Foundry  Co.  at  Seattle. 

Mr.  Kelley.  He  is  one  of  the  employees  on  the  list  that  you  gave 
us  a  while  ago  ? 

Mr.  Deane.  No,  sir.  The  Pacific  Car  &  Foundry  Co.  has  no  con- 
tract with  us. 

Mr.  Keli^y.  Oh,  that  list  was  a  list  of  names  of  those  who  had 
formerly  been  with  the  office  here  and  are  now  within  concerns  that 
have  contracts? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  With  the  Go^'ernment  ? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  Do  you  know  what  was  the  occasion  of  his  leaving 
the  office  here  ? 

Mr.  Deane.  No,  sir;  I  do  not. 

Mr.  Kelley.  You  have  an  idea,  but  not  of  your  own  knowledge,  I 
suppose? 

Mr.  Deane.  All  I  have  heard  is  just  gossip. 

Mr.  Kelley.  Hearsay? 

Mr.  Deane.  And  I  do  not  think  it  is  worth  repeating. 

Mr,  Kelley.  He  performed  the  duties  of  his  office  well,  as  far  as 
yoii  know? 

Mr.  Deane.  I  think  he  performed  them  very  well ;  yes. 

Mr.  Kelley.  Where  did  he  come  from  here? 

Mr.  Deane.  He  came  from  New  York. 

Mr.  Keller'.  How  long  ago — since  the  war  began  ? 
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Mr.  Dbane.  I  think.  Mr.  Purse  opened  up  in  May,  1917. 

Mr.  Kellet.  He  came  on  h^e  as  an  employee? 

Mr.  Deane.  As  district  auditor. 

Mr.  EjBLLEY.  Of  the  Fleet  Corporation? 

Mr.  Deane.  As  district  auditor;  yes. 

Mr.  EjilIiBy.  As  district  auditor? 

Mr.  Deane.  Yes,  sir. 

Mr.  Foster.  Mr.  Deane,  how  long  have  you  been  connected  witt 
the  shipbuilding  business? 

Mr.  Deane.  Since  September  4,  1917. 

Mr.  Foster.  Do  you  know  any  reason  why  the  Government  would 
buy  the  Todd  plant  here  and  contract  to  sell  it  to  Skinner  &  Eddy, 
and  then  go  around  and  invest  $2,000,oOo  in  another  plant  for  them 
at  Tacoma?  Do  you  know  of  any  good  reason  why  it  should  be 
done? 

Mr.  Deane.  That  transaction  was  handled  entirely  by  the  home 
office. 

Mr.  Foster.  I  understand,  but  I  am  asking  you  if  you  see  any 
good  reason  why  the  Government  should  have  done  that?  You  have 
been  here  on  the  ground. 

Mr.  Deane.  So  far  as  Skinner  &  Eddy  was  concerned,  they  had 
made  a  pretty  good  record  in  building  ships  at  the  time  of  that  trans- 
fer. The  Seattle  Construction  Co.  plant  had  not  made  a  very  good 
record. 

Mr.  Foster.  I  understand  that,  but  why  should  the  Government 
buy  it  and  then  contract  with  Skinner  &  Eddy,  under  conditions 
where  they  can  pay  for  it  from  ships  built,  on  the  very  thing  they 
were  buying  from  the  Government,  and  then  turn  around  and  invest 
$2,000,000  for  another  plant  for  the  same  people  they  were  buying 
this  one  from?    The  deal  was  practically  all  one  deal,  was  it  not? 

Mr.  Deane.  No  ;  I  do  not  think  it  was.  I  do  not  think  the  build- 
ing of  the  plant  at  Tacoma  for  the  Todd  people  in  any  way  hinged 
on  this  purchase  of  the  Seattle  Construction  Co.  plant. 

Mr.  Foster.  Perhaps  not,  but  the  same  Government  performed 
that  series  of  acts  and  I  am  asking  you,  from  your  experience  in 
the  shipbuilding  business,  if  it  was  good  judgment  on  the  part  of  the 
Government? 

Mr.  Deane.  I  have  never  given  it  any  thought. 

Mr.  Foster.  I  believe  that  is  all. 

Mr.  Hadlet.  Just  one  question  supplementing  the  questions  I 
asked  you : 

Was  this  the  contract  that  contains  the  clause  to  which  you  refer, 
containing  the  limitation  as  to  auditing? 

Mr.  Deane.  No,  sir ;  that  is  in  the  other  contract. 

Mr.  Hadley.  I  think  we  have  the  contract  which  contains  that 
clause.    Have  you  any  other? 

Mr.  Deane.  I  thought  you  just  wanted  this. 

Mr.  Hadlet.  All  right.    That  is  all. 

The  Chairman.  Will  you  let  me  see  the  clause  in  that  contract? 

(The  witness  handed  the  contract  to  the  chairman.) 

Mr.  Kelley.  While  Mr.  Walsh  is  looking  for  that  let  me  ask  you 
this:  Now  that  the  war  is  over  and  there  is  a  general  settling  up 
period  at  hand,  don't  you  think  it  would  be  to  the  advantage  of  the 
Government  to  have  an  audit  of  Skinner  &  Eddv's  books? 
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Mr.  Deane.  I  think  an  audit  will  eventually  have  to  be  made  in 
connection  with  these  canceled  hulls. 

Mr.  Kelust.  There  is  no  way  to  avoid  that,  is  there ! 

Mr.  DxANB.  No. 

Mr.  Ejsllet.  The  Government  would  hardly  know  how  to  settle 
with  Skinner  &  Eddy  on  a  lot  of  things  unless  they  knew,  in  a  gen- 
eral way,  as  a  matter  of  equity^  what  Skinner  &  Eddy  had  made  on 
the  contracts  which  they  had  fulfilled,  would  it  ? 

Mr.  Deane.  I  do  not  know  that  our  audit  would  have  to  ^  back 
that  far.  It  would  be  necessary  to  find  out  how  much  material  they 
have  on  hand,  how  much  it  cost  them,  how  much  labor  they  per- 
formed, how  much  that  had  cost,  etc.,  before  a  cancellation  claim 
ooold  be  determined. 

Mr.  Keluet,  You  are  leaving  that  matter  for  the  home  office  to 
take  up  with  Skinner  &  Eddy  rather  than  to  have  the  suggestion 
oome  from  you  again? 

Mr.  Deane.  No;  I  think  when  a  cancellation  statement  i3  sub- 
mitted to  me  I  will  request  Skinner  &  Eddy  to  permit  us  to  make 
an  audit,  and  I  do  not  think  they  will  refuse. 

Mr.  Kelley.  What  makes  you  think  they  will  not  refuse  t 

Mr.  Deane.  Because  they  will  pretty  nearly  have  to  let  us  before 
they  can  make  any  settlement  at  all  on  a  case  like  this  cancellation. 

Mr.  Eellet.  Is  not  the  Government  in  the  less  favorable  position 
of  the  two? 

Mr.  Deane.  I  do  not  think  so. 

Mr.  Ejbllet.  Skinner  &  Eddy  have  the  property  and  the  money 
they  paid  them  for  the  ships  they  built,  and  the  Government  is  just 
holding  the  bag  down  there.  They  can  wait  as  long  as  you  can,  can 
they  not? 

Mr.  Deane.  I  do  not  think  they  can. 

Mr.  Kelley.  You  would  like  to  have  an  audit  now  of  the  books, 
would  you  not? 

Mr.  Deane.  I  would  like  to  have  an  audit  of  those  cancellation 
matters  and  of  the  time  that  they  prepared  their  statement. 

Mr.  Kellet.  And,  unless  you  are  instructed  otherwise  by  your 
superior  officers,  you  will  pay  no  cancellation  claims  until  you  have 
had  an  opportunity  to  examme  their  books,  the  books  of  Skinner  & 
Eddy?    Is  that  your  position? 

Mr.  Deane.   i  es,  sir. 

Mr.  Kellet.  Have  you  ever  talked  with  Mr.  Skinner  personally 
about  the  auditing  of  these  books  ? 

Mr.  Deane.  No,  sir. 

Mr.  Eellet.  You  do  not  know  what  his  attitude  would  be  at 
this  time? 

Mr.  Deane.  No. 

Mr.  Eellet.  Did  the 'Government  build  the  plant  for  the  Grays 
Harbor  Motorship  Corporation? 

Mr.  Deane.  The  hull  plant;  no  sir. 

Mr.  Eellet.  How  much  of  it  did  they  build? 

Mr.  Deane.  They  built  a  part  of  the  installation  plant. 

Mr,  Eellet.  How  much  money  did  they  invest  over  there  ? 

Mr.  Deane.  I  could  not  tell  you  offhand  how  much  we  invested  in 
the  installation  plant  without  looking  is  up. 
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Mr.  Ejbllby.  We  have  not  taken  up  the  Grays  Harbor  Motorship 
matter  yet,  and  possibly  I  had  better  just  withdraw  those  questions 
and  start  in  new  when  we  get  on  that. 

Mr.  Deanb.  All  right,  sir. 

Mr.  EIelley.  In  paying  for  ships  under  contracts  on  the  basis  of 
cost-plus,  a  fixed  commission,  or  fee  for  construction,  what  items  are 
included  in  the  elements  of  cost,  outside  of  labor  and  material  ? 

Mr.  Deane.  Properly  approved  overhead  expense. 

Mr.  Kem;et.  I  will  put  it  this  way :  What  items  would  be  included 
besides  the  factory  costs  ?  That  would  include  everything,  would  it 
not,  commonly  known  as  the  production  costs? 

Mr.  Deanb.  Yes;  it  woula  indirectly,  labor,  administrative  ex- 
pense  

Mr.  Kelley.  How? 

Mr.  Deane.  Indirect  labor. 

Mr.  Kelley.  What  is  that? 

Mr.  Deane.  Such  as  labor  that  can  not  be  properly  charged  to  the 
ships — administrative  expense,  light,  heat,  rental,  etc. 

Mr.  Kelley.  Who  pays  for  maintaining  the  agents  of  the  cor- 
poration in  Washington?  Who  pays  the  bills  down  there?  Are 
those  charged  to  the  cost  of  the  construction  of  the  ship  ? 

Mr.  Deane.  No,  sir. 

Mr.  Kelley.  Are  you  sure  about  that  ? 

Mr.  Deane.  They  are  not  paid  by  us. 

Mr.  Kelley.  Well,  you  get  a  statement  from  time  to  time;  you 

E\,  vouchers  upon  which  you  have  to  pay.    Now,  what  I  want  to 
ow  is,  do  those  include  anything  for  personal  services  performed 
by  representatives  of  these  companies  at  Washington  ? 

Mr.  Deane.  No,  sir;  they  do  not. 

Mr.  Kelley.  Or  the  expenses  of  those  representatives? 

Mr.  Deane.  No,  sir.  What  might  be  paid  is  the  traveling  expense 
of  some  executive  over  here,  who  is  called  back  to  the  home  office— 
to  Philadelphia ;  but  we  do  not  pay  the  expenses  of  up-keep  of  any 
Washington  office  of  these  concerns. 

Mr.  Kelley.  Are  legal  services  a  part  of  the  cost  of  ships? 

Mr.  Deane.  Ordinarily  reasonable  legal  services;  yes. 

Mr.  Kjilley.  You  have  not  allowed  any  bills? 

Mr.  Deane.  It  is  a  lump-sum  contract. 

Mr.  E^ELLEY.  How? 

Mr.  Deane.  That  is  a  lump-siun  contract. 

Mr.  Kelley.  Don't  you  have  the  bills  of  it  ? 

Mr.  Deanb.  No. 

Mr.  Kelley.  You  do  not  mean  to  say  you  pay  these  incidental 
expenses  without  an  itemized  account  of  them? 

Mr.  Deane.  Skinner  &  Eddy  have  a  contract. 

Mr.  Kelley.  I  speak  of  Skinner  &  Eddy,  you  understand,  because 
I  just  happened  to  pick  them  out  as  an  example, 

Mr.  Deane.  Yes,  sir;  but  Skinner  &  Eddy  have  a  lump-sum  con- 
tract. 

Mr.  Kelley.  Oh,  yes.  Let  us  take  some  other  firm  that  has  a  cost- 
plus  contract.  Have  you  in  mind  paying  the  legal  expenses  for 
different  corporations? 
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Mr.  Deake.  We  have  included  legal  expenses  in  our  pro  rata  of 
overhead,  chargeable  to  our  ships  in  various  cost-plus  yards.  Who 
the  attorneys  are,  I  could  not  positively  say. 

Mr.  Kelley.  Do  they  carry  these  attorneys  on  their  pay  rolls? 

Mr.  Deane.  No,  sir. 

Mr.  Kelijst.  And  paid  the  same  as  a  firm 

Mr.  Deane.  No  ;  they  pay  them  in  the  way  of  bills  rendered.  They 
do  not  actually  carry  them  on  their  pay  roll,  weekly  or  monthly. 

Mr.  Kelley.  Do  you  check  it  up  to  know  whether  or  not  any 
service  has  been  rendered? 

Mr.  Deane.  The  attorney  possibly  has  an  annual  retainer  or  some- 
thing of  that  sort  to  do  all  the  work  of  the  company  of  that  sort. 

Mr.  Kelley.  Some  of  the  large  corporations  have  physicians  at 
the  plant  taking  care  of  accidents,  and  all  that.  Is  that  a  part  of 
the  cost  of  the  ship  ? 

Mr.  Deane.  That  is  taken  care  of  by  industrial  insurance. 

Mr.  Kelley.  But  you  do  not  pay  it? 

Mr.  Deane.  No,  sir;  that  is  a  sort  of  co-operative  proposition,  to 
which  all  employees  contribute — a  state  proposition. 

Mr.  Kelley.  Under  the  head  of  traveling  expenses  that  you  were 
to  pay  for  you  did  not  require  that  they  should  first  obtain  the  con- 
sent of  any  Government  agency  before  making  the  trip?  Who 
O.K's  a  bill  of  that  kind  which  is  not  authorizeain  advance? 

Mr.  Deane.  The  final  O.K.  of  the  cost-plus  job  rests  with  the 
home  office. 

Mr.  Kelley.  Well,  there  it  is  just  a  matter  of  form ;  they  are  two 
or  three  thousand  miles  away  and  they  would  not  know  anything 
about  the  circumstances.     . 

Mr.  Deane.  No,  sir;  it  is  not.  By  the  time  we  got  through  the 
cost-plus  job  we  list  a  certain  number  of  deductions,  which  we  do 
not  allow,  and  the  home  office  makes  a  final  ruling  on  them. 

Mr.  Kellej.  You  mean  by  that,  that  you  have  a  stipulated  sum 
which  you  allow  for  legal  services,  for  traveling  expenses,  rents, 
leases,  and  entertainments,  and  all  that  sort  of  thing,  and  will  allow 
that.   If  they  go  above  that  you  begin  tb  draw  the  line? 

Mr.  Deane.  No;  I  would  not  say  that  either,  if  it  is  an  expense 
which  we  consider  reasonable  we  will  stand  for  it. 

Mr.  Kelley.  What  entertainment  expenses  do  you  pay  on  a  cost- 
plus  contract  ? 

Mr.  Deane.  Entertainment  expenses? 

Mr.  Kelley.  When  they  have  a  launching,  don't  you  pay  foi 
the 

Mr.  Deane.  Cigars,  etc.! 

Mr.  Kelley.  Cigars. 

Mr.  Deane.  No. 

Mr.  Kelley.  Or  any  reasonable  expenses  incident  to  it? 

Mr.  Deane.  We  do  not  pay  for  cigars  and  blow-outs. 

Mr.  Kelley.  I  suppose  all  welfare  work  of  every  kind  would  be 
included  in  the  cost  of  ships  paid  for.  You  have  a  sort  of  gym- 
nasium, bath,  and  that  kind  of  thing  for  the  convenience  and  proper 
care  of  the  men,  and  the  Government  will  allow  a  proper  amount 
for  that? 

Mr.  Deane.  If  that  is  reasonable  we  will  pass  that ;  if  the  amount 
claimed  is  reasonable. 
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Mr.  E!£iiLEY.  The  question  of  its  reasonableness  is  determined  op 
general  principles  at  the  home  office.  You  paid  the  bill  before  it 
gets  to  the  home  office,  did  you  not? 

Mr.  Deake.  Not  necessarily. 

Mr.  Kelley.  Unless  there  is  a  question  about  it,  you  do,  do  you 
not? 

Mr.  Deane.  Unless  there  is  a  question  about  it,  we  pay  the  bill. 

Mr.  Kelley.  If  it  satisfies  you,  you  pay  it? 

Mr.  Deane.  Yes. 

Mr.  EJBLLEY.  Suppose  you  sent  it  to  the  home  office  and  they  ob- 
jected, how  would  you  get  your  money  back? 

Mr.  Deane.  Out  of  the  contractor's  profits,  presumably. 

Mr.  Ejblley.  If  it  was  the  final  settlement,  you  might  lose  it? 

Mr.  Deane.  We  might. 

Mr.  Kelley.  Have  you  had  any  instances  of  that  kind? 

Mr.  Deane.  No,  sir. 

Mr.  Kelley.  Take  a  fine  booklet  like  this.  [Exhibiting  book.] 
Who  pays  for  this? 

Mr.  Deane.  That  was  gotten  out  by  a  lump-sum  contractor  who 
paid  for  it  himself. 

Mr.  Kelley.  Was  the  Grays  Harbor  a  lump-sum  contract? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  What  is  the  system  of  bonuses  paid  to  some  of  these 
contractors? 

Mr.  Deane.  Bonuses? 

Mr.  Kelley.  For  quick  construction. 

Mr.  Deane.  For  early  deliveries? 

Mr.  KELLEr.  Early  deliveries.  That  is  just  a  flat  sum  of  money 
in  addition  to  their  contrjtct  price  for  delivering  a  certain  length  of 
time  ahead 

Mr.  Deane.  Yes,  sir. 

Mr.  KJELLEY  (continuing).    Of  the  contract  date? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Is  it  necessary,  in  cases  where  you  have  contracts  of 
that  kind,  to  put  on  an  extra  force  of  inspectors  to  see  that  the  work 
is  well  done? 

Mr.  Deane.  I  could  not  answer  that  question. 

Mr.  Ejjlley.  Do  you  know  whether  or  not  a  good  many  of  your 
complaints  have  come  from  contractors  where  they  have  had  bonuses 
for  quick  construction? 

Mr.  Deane.  I  could  not  say  that. 

Mr.  Kelley.  I  suppose  there  would  be  a  little  element,  would 
there  not,  of  human  nature  in  hustling  the  thing  along  pretty  fast, 
even  if  you  had  to  slight  it  a  little,  if  there  was  a  $20,000  or  ^0,000 
bonus  hanging  over  if  it  was  done  a  few  days  ahead  of  schedule 
time?  It  would  be  a  constant  temptation  to  slight  things  a  little, 
considering  human  nature,  now,  as  it  runs  in  ordinary  blood  vessels? 

Mr.  Deane.  Yes;  but  I  could  not  say  that  had  been  done. 

Mr.  Kelley.  You  do  not  know  that  tnat  has  been  done,  however? 

Mr.  Deane.  No. 

Mr.  EIelley.  Have  many  contractors  in  this  region  earned  their 
bonus  where  they  had  a  bonus  contract? 

Mr.  Deane.  Yes ;  there  have  been  quite  some  bonuses  out. 
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Mr.  KELLEr.  This  Aberdeen,  of  course,  got  a  bonus  of  $20,000  for 
gettingit  buUt  ahead  of  time? 

Mr.  Deanb.  I  think  so. 

Mr.  Keluey.  Skinner  &  Eddy  have  a  bonus  contract? 

Mr.  Dbanis.  Yes. 

Mr.  Kelxey.  How  much  were  they  given  for  early  delivery  in  the 
way  of  bonuses? 

Mr.  Deane.  I  will  have  to  look  that  up. 

Mr.  Kelley.  Was  it  an  agreed  affair  or  just  a  flat  rate? 
*  Mr.  Deane.  So  much  per  day. 

Mr.  Eeijuby.  So  much  per  day? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  I  think  you  will  find  it  there,  Mr.  Deane  [handing 
a  Daper  to  witness] . 

Mr.  Kelley.  And  it  was  uniform  for  all  ships  of  the  same  size  and 
plan  of  construction,  I  suppose,  Mr.  Deane? 

Mr.  Deane.  No,  sir;  each  contract  varied.    Some  contiracts 

Mr.  Kelley.  Some  contractors  got  larger  bonuses  than  others  for 
delivering  the  same  kind  of  ship  a  day  early  ? 

Mr.  Deanew  No;  I  could  not  say  that.  Some  contractors  would 
iM>t  take  a  chance  on  bonuses;  so  these  bonuses  are  a  corresponding 
penalty. 

Mr.  Kelley.  But  those  who  accepted  the  contract  had  contracts 
that  were  uniform.    For  all  those  who  accepted  them  ? 

Mr.  Deane.  I  could  not  say  without  going  through  my  contracts 
to  see. 

Mr.  Kelley.  You  would  know  pretty  well,  because  you  have  been 
paving  the  bills. 

Xlr.  Deane.  Yes ;  but  there  are  diiferent-sized  ships,  for  instance. 

Mr.  Kelley.  I  know ;  but  for  the  same  ships  ?  Are  you  looking  up 
the  answer  to  some  queistion  I  asked  you  there  ? 

Mr.  Deane.  Yes,  sir ;  I  was  looking  this  up. 

Mr.  Kelley.  All  right. 

Mr.  Deane.  This  contract  No.  324,  with  Skinner  &  Eddy,  calls  for 
a  bonus  of  $50,000. 

Mr.  Kelley.  A  flat  bonus? 

Mr.  Deane.  For  each  vessel  completed  and  delivered. 

Mr.  Kelley.  How  long  ahead  of  the  contract  time? 

Mr.  Deane.  Before  the  dates  mentioned  in  the  contract. 

Mr.  Kelley.  Any  time  before  the  dates  ?  That  probably  would  not 
be  the  case.  It  would  probably  be  some  considerable  time.  Mr^ 
Walsh  was  glancing  over  the  contract,  and  he  suggested  it  was  90 
days.  Is  that  about  it?  I  might  help  you  a  little  there.  This  sup- 
plemental agreement  reads  like  this :  "  We  shall  alter  provisions  of 
<»ntract  175  " — is  that  the  one  you  have  there? 

Mr.  Deane.  No,  sir ;  this  is  324. 

Mr.  ICelley.  Then  this,  apparently,  would  not  be  in  point.  This 
provides  for  a  $50,000  bonus  if  ships  are  completed  within  90  days 
from  the  date  of  the  agreement  for  completion. 

Mr.  Deane.  This  calls  for  a  $50,000  bonus  for  delivery  prior  to  the 
dates  mentioned  in  the  contract. 

Mr.  Kelley.  You  do  not  mean  that  that  means  any  time  prior  to 
the  delivery  dates  mentioned  in  the  contract,  that  they  would  get 
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$50,000  if  they  completed  the  ship  a  day  before  or  two  days  before? 
I  guess  you  are  right  about  that,  Mr.  Deane.    It  reads  like  this : 

Should  the  contract  succeed  in  delivering  any  of  the  vessels  to  the  owners, 
complete,  on  or  before  the  dates  above  provided,  the  owner  agrees  to  pay  as  a 
premium  for  advance  delivery  the  sum  of  $50,000 — 

And  so  forth.  What  is  the  largest  bonus  you  have  ever  paid  in  this 
district  through  this  office  ? 

Mr.  Deane.  I  could  not  say. 

Mr.  KemiEy.  On  any  one  ship? 

Mr.  Deane.  I  would  have  to  look  it  up. 

Mr.  Ketj.ey.  Will  you  please  do  that,  Mr.  Deane  ? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Have  you  any  method  of  keeping  the  payment  of 
bonuses  by  themselves  so  you  could  get  at  that  for  all  the  corpora- 
tions? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  Will  you  be  prepared  to  give  us  the  information  as 
to  bonuses  on  all  contracts? 

Mr.  Deane.  Yes. 

The  Chairman.  Mr.  Deane,  I  call  your  attention  to  the  supple- 
mental agreement  dated  the  18th  day  of  July,  supplementing  con- 
tract 309  S.  C.     What  does  S.  C.  mean — steel  construction? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Clause  2  of  which  reads: 

In  addition  to  $50,000  bonus,  provided  for  in  stiid  contracts,  the  owner  will 
pay  a  bonus  to  the  contractor  of  $800  per  day  per  vessel  for  each  and  every 
day  said  vessel  is  delivered  prior  to  the  respective  delivery  dates  specified  in 
said  contract.  In  all  other  respects,  the  clause  providing  for  bonus  and 
liquidated  damages  in  contracts  309  S.  C.  and  324  S.  C.  shaU  remain  in  force. 

If  they  got  a  $50,000  bonus  for  the  delivery  of  the  vessel  90  days 
ahead  of  date  of  delivery,  they  would  get  $72,000  under  the  $800 
a  day  bonus,  would  they  not? 

Mr.  Deane.  Ninety  days  ahead,  you  say  ? 

The  Chairman.  Jfinety  days. 

Mr.  Deane.  I  think  there  is  some  limit  to  that  $800  a  day  business, 
is  there  not? 

The  Chairman.  It  does  not  say  so.  It  says  $800  a  day  for  every 
day  said  vessel  is  delivered  prior  to  the  respective  delivery  dates 
specified  in  the  said  contracts.  In  all  other  respects,  the  clause  pro- 
viding for  bonus  and  liquidated  damages  in  contracts  shall  remain 
in  force. 

Mr.  Foster.  Do  you  understand  that  would  be  in  addition  to  the 
$50,000  ? 

The  Chairman.  That  is  what  it  says. 

Mr.  Foster.  Ninety  days  ahead  would  be  $72,000,  and  $50,000  and 
$72,000  would  make  $122,000  for  a  ship  delivered  90  days  ahead. 

Mr.  Deane.  That  seems  to  be  right. 

Mr.  Foster.  Now,  in  this  supplemental  agreement  of  May  11 

Mr.  KEiiiEY.  Just  a  minute.     Is  Mr.  Foster's  statement  correct? 

Mr.  Foster.  Yes ;  he  said  that  seemed  to  be  right. 

Mr.  Deane.  Yes. 

The  Chairman.  Could  you  tell  me  how  many  different  contracts 
the  Fleet  Corporation  had  with  Skinner  &  Eddy  ? 
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Mr.  Dbane.  I  can  tabulate  it  for  you. 

The  Chairman.  You  have  not  got  them  all  here? 

Mr.  Deane.  No. 

The  Chairman.  When  you  are  tabulating  the  bonuses  paid,  which 
I  understand  you  are  to  tabulate  by  yards? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Will  you  also  give  us  the  dates  and  numbers  of 
the  various  contracts?  In  the  supplemental  agreement  of  May  11, 
1918,  there  is  a  clause  3,  which  says,  in  making  a  proposition : 

We  shall  alter  the  provisions  of  contract  No.  175,  so  as  to  pay  ai.  additional 
InO.OOO  per  ship  on  each  ship  delivered  ahead  of  the  contract  date,  and  pro- 
vided you  anticipate  all  the  delivery  dates  provided  for  in  that  contract  by 
RD  average  of  90  days,  then  you  shall  receive  such  an  additional  bonus  on  all 
14  of  said  ships ;  but  it  is  upon  the  express  condition  that  there  shall  be  no 
claim  for  overtime  or  overhead  based  on  overtime  in  connection  with  these 
hulls. 

So  that  would  give  them  a  $1Q0"000  bonus  provided  they  got  the 
diips  delivered  on  an  average  of  90  days  ahead  of  the  delivery  dates 
provided  in  contract  175,  would  it? 

Mr.  Deane.  I  do  not  think  you  are  right  there. 

The  Chairman.  I  wish  you  would  read  clause  3. 

Mr.  Deane.  Contract  No.  175  calls  for  a  bonus  or  penalty  of  $300 
per  day  with  a  maximum  of  $25,000. 

The  Chairman.  $300  per  day  with  a  maximum  of  $25,000? 

Mr.  Deane.  Yes. 

The  Chairman.  And  this  is  in  addition  to  that? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  So  that  if  they  got  their  ships  completed  90  days 
ahead  of  time,  they  would  get  $25,000  and  $50,000  additional  on 
each  of  those  14  ships? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Mr.  Deane,  I  assume  you  do  not  know  anything 
about  the  conditions  in  the  Seattle  Construction  Co.'s  yard,  which 
was  purchased  by  the  Fleet  Corporation,  as  to  the  delivery  of  ships, 
as  to  whether  they  were  delivering  them  at  the  time  the  yard  was 
taken  over? 

Mr.  Deane.  At  the  time  the  yard  was  taken  over,  they  delivered 
three  reguisitioned  ships. 

The  Chairman.  Do  you  know  whether  they  had  any  difficulties 
therewith  labor? 

Mr.  Deane.  No,  sir ;  I  do  not  know. 

The  Chairman.  The  supplemental  contract  of  July  18,  provided 
for  reducing  the  price  for  the  ship  from  $1,845,000  to  $1,820,000, 
provided  the  contractor  agreed  to  make  certain  changes  in  the  ship. 
^0  you  know  whether  or  not  the  changes  were  made  and  the  lesser 
price  was  paid? 

Mr.  Deane.  No,  sir.  I  can  show  you  whether  the  lesser  price  was 
paid  or  not,  but  I  could  not  tell  you  whether  the  changes  were  made. 

The  Chairman.  Well,  will  you  be  able  to  show  me  whether  the 
lessed  price  was  paid? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Did  the  district  board  here  do  any  advertising  to 
anv  account  ? 

Mr.  Deane.  Not  that  I  know  of. 
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The  Chairman.  Has  it  sold  any  excess  material  that  you  know  oft 

Mr.  Deane.  Any  surplus  material? 

The  Chair3ian.  Yes. 

Mr.  Deane.  Very  little. 

The  Chairman.  Where  was  that  they  did  selW 

Mr.  Deane.  Located  at  our  shipyards  and  the  warehouse. 

The  Chairman.  And  w^at  was  the  character  of  the  material? 

Mr.  Deane.  Oakum,  lumber,  and  shipbuilding  material,  gener- 

The  Chairman.  What  was  done  with  the  fimds  received? 

Mr.  Deane.  Theywere  turned  into  the  office. 

The  Chairman,  what  did  you  do  with  them ? 

Mr.  Deane.  Turned  them  over  to  the  disbursing  officer,  who  for- 
warded them  to  Washington. 

The  Chairman.  Do  you  have  any  idea  of  the  total  amount  received 
from  those  sales? 

Mr.  Deane.  The  last  record,  I  think,  is  about  $35,000. 

The  Chairman.  Do  you  know  at  just  what  time  a  ship  passes  from 
the  jurisdiction  of  the  district  office  here,  to  the  jurisdiction  of  the 
division  of  operations  at  San  Francisco ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  I  asked  j^ou  earlier  in  the  day  how  would  you  find 
out  whether  a  voucher  which  came  to  your  office  was  one  proper  to 
be  paid  by  you  or  was  one  which  should  be  turned  over  to  the  division 
of  operations  for  payment,  and  you  stated  the  only  way  you  could 
ascertain  would  be  taking  it  up  with  the  district  manager. 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Do  you  recall  any  such  cases  as  that,  where  yoa 
have  taken  it  up? 

Mr.  Deane.  Yes;  I  think  I  have  a  few  such  cases. 

The  Chairman.  Recently? 

Mr.  Deane.  Such  vouchers  as  that  generally  come  and  are  sub- 
mitted to  us  by  the  district  manager's  office,  with  instructions  that  a 
certain  amount  of  them  are  for  our  account.  Sometimes  they  contain 
instructions  to  go  back  to  the  shipbuilder. 

The  Chairman.  Can  you  tell  whether  such  a  voucher  was  ever  sub- 
mitted to  your  office  and  paid  for  hull  998,  steamer  BromellOy  from 
the  Grays  Harbor  Motorship  Corporation  ? 

Mr.  Deane.  What  is  the  amount  of  that,  sir  ?  Have  you  got  the 
amount  there  ? 

The  Chairman.  Yes;  I  think  it  is  $25,000. 

Mr.  Deane.  Yes ;  I  have  a  memorandum  to  look  up  all  of  these. 

The  Chairman.  Oh,  you  have  that? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  $25,719.16.  I  did  not  know  that  you  had  been 
asked  to  look  that  up. 

Mr.  Deane.  Yes. 

The  Chairman.  Have  you  been  asked  to  look  up  the  Kashaskia 
and  these  other  ships? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Thank  you.    I  think  that  is  all. 

Mr.  Keixey.  Have  there  been  any  contracts  let  recently  for  the 
completion  of  unfinished  hulls — wood  hulls — ^that  have  come  to  your 
department? 
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Mr.  Deane.  Not  to  my  knowledge;  no,  sir. 

Mr.  KeliiEt.  Where  are  the  contracts  filed  when  they  are  executed 
here? 

Mr.  Deane.  I  think  the  original  contracts  are  filed  in  the  home 
office. 

Mr.  Kelley.  And  copies  are  filed  where — in  the  office  here? 

Mr.  Deane.  Yes;  pretty  nearly  every  division  has  a  copy. 

Mr.  Kelley.  You  always  have  a  copy  of  those  in  your  fifes? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  So  if  there  were  any  contracts  executed,  you  ought  to 
have  a  copy  of  them  now? 

Mr.  Deane.  Copies  would  reach  us  in  due  course. 

Mr.  Kelley.  Have  there-been  any  completed  wood  hulls  sold? 

Mr.  Deane.  I  do  not  know. 

Mr.  Eellby.  As  far  as  you  know? 

Mr.  Deane.  No.    That  is  something  out  of  my 

Mr.  Kelley.  No  orders  came  to  your  department  for  payment  in 
oompleted  wooden  hulls? 

Mr.  Deane.  No. 

Mr.  Kelley.  Have  there  been  any  contracts  made,  so  far  as  you 
know,  for  the  conversion  of  wooden  hulls  into  barges? 

Mr.  Deane.  A  certain  number  of  hulls  have  been  converted  into 
barges,  and  the  district  maniEiger's  office  would  necessarily  have  to  ad- 
just iheprice  in  the  difference  between  a  barge  and  a  hull. 

Mr.  Kelley.  Do  you  have  in  mind  with  what  corporations  those 
contracts  have  been  made? 

Mr.  Deane.  My  records  would  show  what  already  have  been  paid 
on  that  basis  and  what  have  not. 

Mr.  Keu^ey.  Will  you  get  that  information? 

Mr.  Deane.  Yes,  sir. 

Mr.  ElElley.  So  far  as  you  know,  have  there  been  any  contracts  of 
any  kind,  outside  these  that  I  have  mentioned,  dealing  with  the  dis- 
position of  wooden  hulls? 

Mr.  Deane.  No,  sir ;  not  so  far  as  I  know. 

Mr.  Kelley.  Do  you  know  how  many  finished  wooden  hulls,  or 
practically  finished  wooden  hulls,  are  under  the  control  of  this  dis- 
trict office? 

Mr.  Deane.  No. 

Mr.  Kelley.  How  do  you  keep  track  of  the  lumber  that  you  supply 
to  a  wooden-ship  builder  ? 

Mr.  Deane.  If  supplied  to  a  lump-sum  contractor,  we  do  not  keep 
any  track  of  it  at  all.  If  supplied  to  a  cost-plus  contractor,  it  is  kept 
track  of,  through  the  stores  account. 

Mr.  EjBUiEY.  Have  you  somebody  at  the  yard  to  check  the  lumber 
when  it  comes  in  ? 

Mr.  Deane.  Not  in  my  department.  ^ 

Mr.  Kelley.  I  know  you  would  not  in  your  department,  but  from 
your  knowledge  of  the  machinery  of  the  office,  when  the  Bureau  of 
Supplies — ^is  that  what  it  is  called  ? 

Mr.  Deane.  The  supply  division ;  yes. 

Mr.  Kelley  (continuing).  The  supply  division  bills  out  the  lum- 
ber to  the  yard  and  there  is  somebody  there  to  check  it?  What 
I  am  getting  at  is  this :  Do  you  have  some  one  to  check  or  do  you  take 
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the  word  of  one  person  or  do  you  have  somebody  at  the  other  end  to 
check  it,  to  see  that  it  tallies  with  the  amount  alleged  to  have  been 
sent  out? 

Mr.  Deane.  No  ;  the  contractor  has  his  storekeeping  vouchers  and 
we  have  our  resident  auditors  at  these  cost  yards^  and  a  perpetual 
inventory  is  kept. 

Mr.  Kelley.  Suppose  the  Bureau  of  Supplies  should  make  a  mis- 
take and  send  out  enough  for  two  ships,  we  will  say,  to  Grays  Har- 
bor, Instead  of  one — ^make  it  by  mistake,  you  understand — would 
there  be  no  way  of  catching  that  mistake  ? 
Mr.  Deanb.  Grays  Harbor  would  probably  catch  it. 
Mr.  KELuer.  Well,  would  you  eaten  it? 
Mr.  Deane.  Would  I  catch  it? 
Mr.  Kelley.  They  caught  it.    Would  you  catch  it? 
Mr.  Deane.  No;  but  they  would  catch  it  when  they  were  called 
upon  topay  the  bill. 

Mr.  ElElley.  I  ^ess  you  do  not  quite  get  it.    It  sometimes  hap- 
pens that  a  certain  amount  of  lumber  is  billed  and  a  different 
'  amount  sent. 

Mr.  Deane.  Yes. 

Mr.  Kelley.  That  happens  everywhere  with  every  lumber  dealer. 
Now,  suppose  it  should  happen  that  the  division  of  supplies  would 
send  out  lumber  enough  for  two  ships  to  Grays  Harbor.  You  have 
not  any  agency  at  Grays  Harbor  able  to  catch  a  mistake  that  was 
made  at  this  end  of  the  line? 

Mr.  Deane.  The  resident  auditor  on  the  job  might  catch  it. 
Mr.  Kelley.  Well,  he  would  not  be  any  morfe  apt  to  catch  it  than 
you  would  be  to  catch  the  original  mistake  at  this  end  of  the  line, 
would  he? 
Mr.  Deane.  Yes;  he  would. 
Mr.  Kelley.  Why? 

Mr.  Deane.  Though  he  may  not  go  into  a  detailed  check  of  the 
situation. 

Mr.  Kelley.  He  would  get  the  bill  and  it  would  look  all  right, 
and  it  would  be  O.  K'd  by  somebody,  and  the  management  at  Grays 
Harbor  has  twice  as  much  lumber  as  it  was  paying  ror. 

Mr.  Deane.  In  the  case  of  a  cost-plus  contract,  I  do  not  see  that 
it  would  do  them  any  good. 

Mr.  Kelley.  They  could  build  another  ship  and  sell  it  to  some- 
body else. 

Mr.  Deane.  All  the  lumber  they  have  in  the  yard  is  theirs;  when 
they  get  through  building  the  lumber  is  theirs. 
Mr.  Kelley.  But  you  take  your  inventory? 
Mr.  Deane.  No;  we  do  not. 
Mr.  Kelley.  You  check  it  up  from  your  books  ? 
Mr.  Deane.  When  the  contract  is  completed,  and  at  various  times 
through  the  construction  program  we  take  an  actual  physical  inven- 
tory of  the  material  on  hand  at  that  yard. 

Mr.  Kelley.  What  would  there  be  to  hinder  the  firm  on  that  end 
of  the  line  from  supplying  the  surplus  material  to  another  corpora- 
tion entirely? 

Mr.  Deane.  They  would  have  to  get  it  out  of  their  yard  to  do  so. 
They  would  have  to  issue  some  kind  of  a  bill  of  lading  to  get  it  out, 
in  which  case  the  resident  auditor  would  catch  it. 
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Mr.  Kbllet.  The  point  I  was  making,  Mr.  Deane,  was  that  it 
would  seem  as  though  it  would  be  necessary  to  have  the  agency  of 
the  Shipping  Board  at  the  point  of  destination,  as  well  as  at  the  point 
of  shipping,  in  order  to  catch  any  mistakes  of  that  character  that 
might  be  made,  any  overbiUing  or  overshipping.  It  sometimes 
happens  that  the  very  best  of  concerns  do  that  and  it  might  cost 
the  Government  a  lot  of  money. 

The  Chairman.  Mr.  Deane,  do  you  know  whether  Capt.  Budstad 
was  the  chief  inspector  of  wood  construction  in  September  of  last 
year? 

Mr.  Deane.  I  will  have  to  look  that  up  in  mv  files  to  tell  you. 

The  Chairman.  Oh;  you  need  not  bother  about  that.  I  did  not 
know  but  perhaps  you  knew. 

Mr.  Deane.  No,  sir. 

The  Chairman.  Has  he  been  here  some  little  time  ? 

Mr.  Deai>^.  He  has  been  here  quite  a  long  time. 

The  Chairman.  Do  you  know  whether  or  not  he  was  connected 
with  the  office  prior  to  his  being  appointed  chief  inspector? 

Mr.  Deane.  The  first  I  saw  of  Capt.  Rudstad  was  when  I  was 
down  in  Olympia. 

The  Chairman.  In  Oljmpia? 

Mr.  Deane.  At  Olympia.  That  is  more  than  15  months  ago  or 
about  15  months  ago.  What  his  title  was  at  that  time  I  do  not 
know. 

The  Chairman.  Did  you  come  to  the  district  office  here  before 
he  did? 

Mr.  Deane.  To  the  district  office ;  yes. 

The  Chairman.  Now,  can  you  give  us  any  idea  how  long  after! 

Mr.  Deane.  How  long  after  did  he  come? 

The  Chairman.  Yes. 

Mr.  Deane.  I  could  not  tell  you.  I  do  not  know  when  he  got  on 
the  pay  rolls. 

The  Chairman.  I  have  nothing  further  to  ask  Mr.  Deane.  Have 
you,  Mr.  Foster  ? 

Mr.  Foster.  I  would  like  to  ask  him  one  question. 

When  was  it  that  Mr.  Magee  left  as  district  manager  here  ? 

Mr.  Deane.  Magee? 

Mr.  Foster.  Yes. 

Mr.  Deane.  April  30. 

Mr.  FosTEB.  Where  did  he  go  to  ? 

Mr.  Deane.  The  Winslow  Marine  Railway  Co. 

Mr.  Foster.  I  wanted  to  ask  you  if  you  consider  it  proper  practice 
for  him  to  have  awarded  contracts  to  the  firm  he  went  with  imme- 
diately after  he  left  the  district  office? 

I  ask  you  that  because  of  your  experience  in  this  line  of  work.  Do 
you  consider  it  proper  practice  on  his  part  to  have  awarded  a  contract 
as  district  manager  to  the  corporation  that  he  immediately  went  to  as 
local  manager? 

Mr.  Deane.  I  do  not  know  that  he  knew  that  he  was  going  to  the 
Winslow  Marine  Kailway  at  the  time  he  awarded  that  contract. 

Mr.  Foster.  To  consider  it  proper  practice,  you  would  have  to 
aasnime  that  he  did  not  know  ? 
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Mr.  Deanb.  To  consider  it  proper  practice,  I  would  have  to  assume 
that  he  did  know. 

Mr.  Foster.  And  if  it  should  be  disclosed  that  he  had  publicly  dis- 
cussed that  he  had  tendered  his  resignation  to  take  effect  at  a  certain 
time  in  the  future,  and  subsequently  to  that  conversation  he  had 
awarded  the  contract,  you  could  not  consider  it  proper  practice,  could 
you? 

Mr.  Deane.  No. 

Mr.  Foster.  No.    That  is  all.  ' 

Mr.  Kelley.  You  said  that  there  were  quite  a  large  number  of 
stores  you  thought  in  the  city  of  Seattle  ? 

Mr.  Deane.  I  think  there  are  a  large  number  in  the  city  of  Seattle. 

Mr.  Kellet.  You  probably  noticed  in  the  paper  this  morning  some 
reference  to  the  engmes  being  stored  and  being  shipped  out  of  the 
city.    You  did  not  notice  that  ? 

Mr.  Deane.  That  is  all  a  part  of  the  Hanford  Street  storehouse 
stock. 

Mr.  Kelley.  Was  that  stock  the  engines  you  had  reference  to? 

Mr.  Deane.  Yes ;  I  think  there  are  engines  in  that  stock. 

Mr.  Kelley.  You  do  not  know  anything  about  the  condition  of  the 
engines? 

Mr.  Deane.  Nothing  at  all. 

Mr.  Kelley.  Whose  business  would  be  to  see  that  those  engines 
were  kept  in  reasonably  jgood  condition  ? 

Mr.  Deane.  The  district  supply  and  sales  manager. 

Mr.  Kbu^  Y.  Who  is  that  ? 

Mr.  Deane.  Mr.  Yoakum. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  I  think  that  is  all.  Thank  you,  Mr.  Deane.  You 
will  have  some  further  information  that  is  now  in  the  course  of 
preparation  when  you  come  down  again? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  perhaps  you  can  send  the  rest  we  have  asked 
for  this  afternoon  down  to  us  later  ? 

Mr.  Deane.  Yes,  sir. 

TESHHOHT  OF  MB.  HOWABD  0.  COSOBOVE. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  name,  Mr.  Cosgrove? 

Mr.  Cosgrove.  Howard  G.  Cosgrove. 

The  Chairman.  Your  residence? 

Mr.  Cosgrove.  Seattle,  Wash. 

The  Chairman.  What  position  do  you  hold  with  the  Emergency 
Fleet  Corporation? 

Mr.  Cosgrove.  I  am  assistant  counsel,  assigned  to  this  district. 

The  Chairman.  How  long  have  you  held  that  office? 

Mr.  Cosgrove.  Since  the  1st  of  August,  1917. 

The  Chairman.  In  general,  what  are  your  duties? 

Mr.  Cosgrove.  My  duties  are  the  same  as  those  of  assistant  counsel 
at  the  home  office,  particularly  applied  to  this  district.  In  detail 
those  duties  are  preparing  bonds,  seeing  that  they  are  properly  exe- 
cuted and  returned,  responding  to  various  officers  of  the  district  when 
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asked  to  upon  all  matters  concerning  the  business  of  the  Fleet  Cor- 
poration— generally,  anything  which  might  be  required  of  a  lawyer 
m  connection  with  contracts. 

The  Chaikmak.  Are  you  called  upon  to  construe  clauses  in  con- 
tract? 

Mr.  CosROVE.  Yes,  sir. 

The  Chairman.  Are  you  ever  called  upon  to  draft  contracts? 

Mr.  CosGRovR.  Yes. 

The  Chairman.  Have  you  had  anything  to  do,  as  assistant  counsel 
assigned  to  this  district,  with  the  contract  entered  into  between  the 
Fleet  Corporation  and  the  Sloan  Shipyards  Corporation  ? 

Mr.  CosoRovE.  I  have  been  called  into  service  in  connection  with 
matters  pertaining  to  that  contract. 

The  Chairman.  Yes. 

Mr.  CosGROVE.  I  had  nothing  to  do  with  the  drafting  or  the  execu- 
tion of  the  original  contract. 

The  Chairman.  And  you  had  no  part  in  preparing  the  original  ? 

Mr.  CosGROVE.  No,  sir;  none  whatever.  That  was  prepared  and 
executed  entirely  at  the  home  office,  or  in  Washington,  D.  C.  Th«? 
local  office  had  nothing  whatever  to  do  with  it,  so  far  as  I  know,  with 
the  execution  of  that  contract.  I  mean  by  "  execution  "  the  execution 
of  the  written  document. 

The  Chairman.  Yes,  sir.  Were  you  at  any  time  called  into  any 
meeting  to  construe  any  of  its  clauses  ? 

Mr.  CosGROVE.  Not  the  original  contract ;  no,  sir. 

The  Chairman.  Were  you  called  upon  to  perform  any  work  in  con- 
nection with  the  execution  of  a  subsequent  agreement  with  the  Sloan 
Shipyards  Corporation? 

Mr.  CofiGROvE.  No,  sir.  You  refer  to  an  agreement  with  the  Sloan 
Shipyards  Corporation? 

The  Chairman.  Yes,  sir. 

Mr.  CosGROVE.  No,  sir. 

The  Chairman.  Were  any  agreements  entered  into  by  the  Sloan 
Shipyards  Corporation  and  other  parties  referred  to  for  consid- 
eration in  connection  with  any  negotiations  on  the  part  of  the  Fleet 
Corporation  with  the  Sloan  concern? 

Mr.  CosGROVE.  Yes,  sir. 

The  Chairman.  What  agreement  was  that? 

Mr.  CosGROvE.  The  first  one  was  a  claimed  agreement  on  the  part 
of  Crane  &  Co.  for  the  delivery  of  certain  fittings  for  the  Sloan 
Shipyards  Corporation. 

The  Chairman.  And  the  claim  amounted  to  something  over  forty- 
odd  thousand  dollars,  as  you  recall  it  ? 

Mr.  CosGROvE.  I  think  it  was;  yes,  sir;  approximately  that. 

The  Chairman.  Yes,  sir;  $46,000,  as  I  recall  it,  that  had  been  fur- 
nished by  the  Crane  Cfo.  to  the  Sloan  yards  and  had  not  been  paid 
for  under  an  agreement  that  they  had  with  the  Crane  Co. 

Mr.  CosGROVE.  No;  I  do  not  think  that  question  quite  states  the 
facts. 

The  Chairman.  Well,  will  you  state  just  what  the  facts  were? 
What  was  this  matter  that  you  were  consulted  about? 

Mr.  CosGROVE.  If  you  will,  I  will  briefly  state  it  as  it  came  to  me. 

The  Chairman.  I  wish  you  would. 
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Mr.  CosoRovE.  The  manager  of  the  Sloan  shipyards,  Mr.  J.  D. 
Kuhns,  came  to  me  saying  that  he  was  having  a  great  deal  of  dif- 
ficulty 'with  Crane  &  Co.,  and  the  other  name  shpped  my  memory. 

The  Chairman.  Here  is  that  abstract  of  files,  Mr.  Cosgrove;  per- 
haps you  had  better  have  that  before  you. 

Mr.  Cosgrove.  I  can  never  think  of  this  name.  I  can  turn  to  my 
files  quicker,  I  think — ^the  Seattle  Plumbing  &  Supply  Co. 

The  Seattle  Plumbing  &  Supply  Co.  was  complaining  also  because 
Crane  &  Co.,  so  they  said,  was  interfering  with  their  contract  with 
Mr.  Kuhns,  for  the  furnishing  of  similar  fittings,  and  Crane  &  Co. 
and  this  supply  company  both  had  representatives  calling  upon  Mr. 
Manion,  who  was  the  purchasing  agent  of  the  fleet  corporation.  They 
were  both  claiming  the  right  to  furnish  the  same  fittings,  and  in- 
asmuch as  the  contract  between  the  Fleet  Corporation  and  the  Sloan 
Corporation  of  date  May  1,  1918,  provided  for  the  expenditures  of 
funds  by  the  manager  upon  certain  approval  of  the  Fleet  Corpora- 
tion, they  came  to  me,  all  these  parties,  trying  to  see  if  I  could  iron 
out  the  difficulty.  I  called  in  Mr.  Kuhns  and  asked  him  to  furnish 
me  all  the  evidence  {hat  he  had  of  this  so-called  Crane  contract,  which 
he  did. 

This  evidence  consisted  largely  of  letters  and  what  purported  to  be 
a  blanket  contract  for  the  furnishing  of  fittings  oi  all  the  Sloan 
ships. 

Mr.  Kuhns  explained  that  the  contract  had  never  been  filled  satis- 
factorily by  the  Crane  Co.,  and  that  he  was  under  the  necessity  of 
purchasing  in  1918  fittings  for  certain  of  these  vessels,  and  that  he 
had  himself  ordered  valves  and  fittings  for  some  of  these  vessels  of 
the  Puget  Sound  Co.  I  examined  the  so-called  contract  of  the  Crane 
Co.,  and  came  to  the  conclusion  that,  even  if  the  contract  with  the 
Crane  Co.  existed,  of  which  I  had  a  great  deal  of  doubt,  the  contract 
with  the  Puget  Sound  Co.  did  exist,  for  which  the  Sloan  Co.,  through 
Mr.  Kuhns's  orders  would  be  responsible;  and  I  suggested  to  Mr. 
Manion  that  he  approve  the  bills  of  the  Puget  Sound  Co.,  in  so  far 
as  they  were  proper,  and  refuse  to  recognize  any  further  claims  of 
Crane  Co.  for  materials  which  thev  had  not  yet  furnished,  believing 
that  it  was  in  the  interests  of  the  Sloan  Corporation  to  recognize  this 
certain  bargain  and  to  fight  this  uncertain  one. 

The  Chairman.  When  was  this  reference  to  you  by  Mr.  Kuhns? 

Mr.  CosGRO>'E.  In  February,  I  believe,  of  1918. 

The  Chairman.  Well^  Mr.  Kuhns  was  not  manager 

Mr.  Cosgrove.  1919.     I  beg  your  pardon. 

The  Chairman.  Was  the  adjustment  made  along  the  lines  you 
suggested  ? 

Mr.  Cosgrove.  I  do  not  know.     I  had  nothing  further  to  do  with 
that. 

The  Chairman.  You  had  no  further  conference  in  relation  to  it? 

Mr.  Cosgrove.  No,  sir. 

The  Chairman.  Was  that  the  first 

Mr.  Cosgrove.  I  am  ready  to  correct  myself  on  that  being  the  first 
one ;  it  is  not  the  first  one. 

The  Chairman.  It  was  not  the  first  one? 

Mr.  Cosgrove.  The  first  one  was  the  contract  with  the  Sloan  Cor- 
poration with  the  Premier  Engine  Works. 
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The  Chairman.  There  was  some  difficulty  about  that? 

Mr.  CosGROVE.  Yes,  sir;  considerable. 

The  Chairman:  Will  you  state  how  you  came  to  be  called  in  on 
that? 

Mr.  CosGROVE.  Yes,  sir.  Capt.  Blain  called  me,  either  one  Saturday 
night  or  one  Sunday  morning,  and  asked  me  to  come  to  his  office  on 
Sunday  afternoon  for  a  conference.  The  dat^  I  can  give  you  on 
looking  it  up.     It  was  some  time  ago. 

The  Chairman.  This  vear? 

ft/ 

Mr.  CosGROVE.  I  believe  it  was  1918.  Yes;  I  know  it  was  1918. 
In  January  or  February. 

I  appeared  at  the  conference  and  found  Capt.  Blain  and  Mr.  Purse, 
who  was  then  the  auditor,  and  Mr.  0.  H.  Hamilton ;  I  think  he  was 
then  the  assistant  district  officer,  or  disbursing  officer — I  am  not  sure 
which  his  title  was — and  Mr.  A.  C.  Leutgert,  of  Portland. 

The  controversy  there  discussed  was  concerning  a  contract  which 
the  Sloan  Shipyards  Corporation  had  with  the  Premier  Engine 
Works  for  the  building  of  engines.  Mr.  Sloan  had  advanced,  in 
behalf  of  his  corporation,  to  the  Premier  Engine  Works,  I  think, 
$20,000.  These  engines  were  to  be  built  by  the  Premier  Engine 
Works  upon  progress  payments.  The  second  payment  of  $16,000 
was  due,  according  to  the  contract  when  the  patterns  were  delivered 
at  the  foundry.  The  foundry  was  the  foundry  of  the  Capital  City 
Iron  Works  at  Olympia. 

Leutgert  was  demanding  that  the  Fleet  Corporation  pay  him  that 
$16,000,  and  a  great  deal  of  doubt  existed  in  Capt.  Blain's  mind  as 
to  whether  or  not  he  should  pay  the  $16,000  under  any  circumstances; 
whether  the  Premier  Engine  Works  was  a  concern  capable  of  doing 
anything  more  than  receive  the  $16,000,  and  whether  he  was  obligated 
to  pay. 

ilr.  Leutgert  was  asked  bv  Capt.  Blain  if  he  would  like  to  be  re- 
lieved from  the  contract.  He  said  he  would  like  to  have  the  $16,000 : 
if  he  was  relieved,  he  could  make  $15,000  an  engine  on  the  deal,  and 
Blain  told  him  that  he  would  not  advance  him  the  money. 

At  the  time  of  the  meeting  it  seemed  to  be  generally  understood 
that  there  was  in  existence  what  was  known  as  a  tripartite  agreement 
between  the  Sloan  Corporation  and  the  Fleet  Corporation  and  the 
Clinchfield  Navigation  Co.,  said  to  have  been  brought  into  existence 
about  the  1st  of  December,  1917 ;  but  I  asked  for  a  copy  of  that  agree- 
ment, and  was  unable  to  get  any.  No  one  had  a  copy,  and  it  seems 
that  no  one  had  seen  a  copy,  and  no  one  was  positive  that  it  had  ever 
been  executed. 

So,  upon  that  basis  I  rendered  an  opinion  to  Capt.  Blain  the  next 
day  on  the  matter,  in  which  I  called  his  attention  to  the  lack  of  posi- 
tive information  concerning  this  contract,  and  therefore  a  lack  of 
real  information  as  to  what  the  obligation  of  the  Fleet  Corporation 
was.  At  any  rate,  under  the  Premier  Engine  Works  contract,  no 
one  was  obligated  at  that  time  to  advance  the  $16,000,  not  even  the 
Sloan  Corporation,  for  the  reason  that  the  patterns  had  not  yet  been 
delivered  at  the  foundry. 

A  few  days  later,  Mr.  Frazier,  of  the  Frazier  Pattern  Works  of 
tbis  city,  who  was  furnishing  the  patterns,  called  and  wanted  to 
know  how  he  was  going  to  get  paid  for  the  patterns,  and  informed 
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me  that  under  no  circumstances  would  he  ever  deliver  these  patterns 
to  the  Olympia  foundry  until  he  was  paid  in  advance.  Those  pat- 
terns were  then  in  storage,  and  had  been  for  some  time,  the  Sloan 
Corporation  having  been  given,  so  Mr.  Frazier  said,  notice  by  him 
that  the  patterns  were  ready  and  subject  to  their  order.  Those  pat- 
terns were  never  delivered  at  the  foundry,  and  the  $16,000  never 
came  due. 

Mr.  Sloan  lost  $20,000  on  account  of  his  injudicious  bargain  and 
the  Fleet  Corporation  saved  $16,000  at  that  time  by  not  giving  it 
away. 

The  Chairman.  When  did  you  say  this  demand  was  made  for 
$16,000 ;  about  when  ? 

Mr.  CosGROVE.  Well,  I  can  give  you  the  date  of  the  conference. 

The  Chairman.  Please  give  us  the  date  of  the  conference ;  yes, 

Mr.  CosGROVE.  I  believe  it  was  January  6,  1918.  My  report  is 
dated  January  7,  1918.  That  is,  my  opinion  and  report  to  Capt. 
Blain. 

The  Chairman.  Well,  did  you  know  that  prior  to  that  time  the 
Premier  Engine  Works  had  advised  the  Fleet  Corporation  as  to 
their  equipment  and  capabilities  in  furnishing  these  engines? 

Mr.  (JosGROVE.  No ;  I  do  not  know  anything  about  that. 

The  Chairman.  And  that,  apparently,  from  the  information  they 
gave,  that  it  would  require  the  erection  of  some  buildings  and  the 
installation  of  quite  a  lot  of  additional  equipment  before  they  pro- 
ceeded with  the  work.    Was  that  brought  out  in  the  conference  ? 

Mr.  CosGROVE.  Yes;  there  was  a  good  deal  of  discussion  as  to 
whether  or  not  this  concern  was  able  to  finish  its  contract.  That  re- 
minds me  now — ^that  was  a  long  time  ago — ^but  Mr.  Eugene  Mc- 
Allister was  present  at  this  conference;  he  was  at  that  time  the 
acting  manager  of  the  Sloan  Corporation. 

The  Chairm'an.  In  January,  1918  ? 

Mr.  CosGROvE.  Yes,  sir. 

The  Chairman.  Having  succeeded  Mr.  Joseph  Sloan? 

Mr.  CosGROVE.  Mr.  Joseph  Sloan  was  never  the  acting  manager  of 
the  Sloan  Corporation. 

The  Chairman.  Oh,  I  beg  your  pardon;  you  are  correct.  This 
Premier  engine  conference  had  to  do  with  engines  for  the  Olympia 
plant  ? 

Mr.  CosGROVE.  No;  I  think  Mr.  Sloan  had  a  right  to  do  as  he 
pleased  with  those  engines,  and  he  could  have  put  them  in  the 
Anacortes  vessels  or  the  Olympia  vessels.  I  think  there  was  no 
designation  as  to  which  vessels  they  were  to  be  placed  in. 

The  Chairman.  How  many  engines  were  there? 

Mr.  CosGROvE.  Four,  I  think. 

The  Chairman.  Four? 

Mr.  CosGROVE.  Four;  that  is  correct. 

The  Chairman.  The  Premier  Engine  Works  plant  was  supposed 
to  have  been  located  at  Portland,  Dreg.? 

Mr.  CosGROVE.  Yes,  sir.  It  was  not  able  to  make  the  heavy  cast- 
ings, and  it  had  maae  an  arrangement  with  the  Capital  City  Iron 
Works,  of  Olympia,  which  was  a  subsidiary  of  the  Sloan  Shipyards 
Corporation,  for  the  making  of  these  castings.  That  is  why  the 
patterns  were  to  be  delivered  at  that  plant. 
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The  Chairman.  Doyou  know  whether  or  not  the  $20,000  paid  to 
the  Premier  Engine  Works  was  out  of  the  sum  that  had  been  ad- 
Yanoed  to  the  Sloan  Shipyards  Corporation? 

Mr.  CosQBOYE.  I  have  no  knowledge  where  the  money  came  from, 
except  that  it  was  paid  by  the  Sloan  Shipyards  Corporation. 

The  Chairman.  Well,  at  this  conference,  did  you  not  make  any 
attempt  to  ascertain  if  this  payment  to  the  Premier  Engine  Wor^ 
was  from  funds  which  had  oeen  advanced  to  the  Sloan  Shipyards 
Corporation,  to  be  applied  to  ships? 

Mr.  CosGROVE.  No;  it  was  generally  assumed  that  it  was,  but  it 
was  fully  recognized  by  me  that  it  might  have  been  furnished  by 
the  Sloan  Shipyards  Corporation  out  of  other  funds  that  it  might 
have  had.  I  do  not  know  just  which  particular  $20,000  they  turned 
over  to  the  Premier  Engine  Works. 

The  Chairman.  Now,  as  I  understand  you,  Mr.  Cosgrove,  that  is 
the  iSrst  matter  in  which  you,  as  assistant  counsel,  were  called  injr 

Mr.  Cosgrove.  That  is  correct. 

The  Ci^iRMAN.  Relating  to  the  Sloan  Shipyards  Corporation? 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman.  Did  you  ever  have  occasion  to  visit  either  of  the 
plants  of  the  Sloan  Shipyards  Corporation? 

Mr.  Cosgrove.  No,  sir. 

The  Chairman.  Are  you  familiar  in  a  general  w'a^  with  the  con- 
dition at  the  Sloan  yards  and  the  deliveries  of  ships  which  they 
had  made,  and  their  compliance  with  the  contract  they  entered  into 
with  the  Fleet  Corporation? 

Mr.  Cosgrove.  Only  in  a  general  way ;  not  as  an  inspector  or 

The  Chairman.  No;  of  course  not. 

Mr.  Cosgrove  (continuing).  Or  engineer. 

The  Chairman.  The  Sloan  Corporation  has  a  claim  which  they 
have  filed  with  the  Fleet  Corporation,  have  they  not? 

Mr.  Cosgrove.  Yes ;  I  have  a  copy  of  what  is  said  to  be  the  claim. 

The  Chairman.  That  went  through  this  district  office? 

Mr.  Cosgrove.  It  did  not. 

The  Chairman.  It  did  not? 

Mr.  Cosgrove.  No. 

The  Chairman.  Was  it  referred  to  you  by  the  home  office? 

Mi.  Cosgrove.  No,  sir;  not  directly.  The  home  office  sent  a  Mr. 
Manson — one  of  the  assistant  counsel — from  the  home  office  to  this 
office  for  the  purpose  of  checking  this  claim,  and  I  asked  him  for  a 
copy,  which  he  gave  me,  and  he  is  the  party  who  prepared  this  ab- 
stract of  the  files  which  you  have  before  you. 

The  Chairman.  Yes.  I)id  you  acquire  the  copy  of  the  claim  in 
connection  with  some  work  you  were  doing  witn  reference  to  the 
Sloan  contract? 

Mr.  Cosgrove.  No,  sir;  I  acauired  it  for  whatever  use  it  might  be. 

The  Chairman,  x  ou  thougnt  it  was 

Mr.  Cosgrove.  I  had  no  special  purpose,  but  merely  to  keep  my 
office  properly  prepared  for  whatever  might  come.  For  instance,  if 
you  gentlemen  should  come  and  call  for  it  I  tried  to  be  prepared 
foryou. 

Tile  Chairman.  All  inquiries,  in  other  words,  were  directed  by  the 
Fleet  Corporation? 
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Mr.  CosGROVE.  Well,  that  is  the  practice  I  tried  to  follow  out  all 
through  my  office. 

The  Chairman.  At  any  time  during  your  conferences  or  inspec- 
tion of  matters,  papers^  and  documents  with  reference  to  the  Sloan 
yards,  did  you  ascertam  how  much  of  the  money  advanced  to  the 
Sloan  Shipyards  Corporation  for  construction  of  ships  had  been  put 
by  that  concern  into  plant,  equipment,  buildings,  and  machinery  ? 

Mr.  CosGROVE.  No,  sir.  I  maj^  have  in  my  files  data  which  Mr. 
Manson  collected  covering  all  points,  but  I  have  not  read  all  of  the 
files  that  were  prepared,  so  I  am  not  personally  cognizant  of  any 
such  information. 

The  Chairman.  Have  you  had  any  conference  with  Mr.  Joseph 
Sloan  with  reference  to  matters  relating  to  their  contracts  with  the 
Fleet  Corporation  ? 

Mr.  CosGRovE.  No,  sir ;  I  never  saw  Mr.  Joseph  Sloan,  and  I  would 
not  know  him  if  he  appeared  here. 

The  Chairman.  Outside  of  conferring  with  Mr.  Kuhns  and  talk- 
ing with  Mr.  McAllister  with  reference  to  the  Premier  engine  con- 
tract, have  you  consulted  with  any  other  officials  or  agents  of  the 
Sloan  Corporation  upon  any  matters  relating  to  their  dealings  with 
the  Fleet  Corporation? 

Mr.  CosGROVE.^  No,  sir.  I  attended  a  meeting  at  one  time  at  which 
Mr.  Philip  Sloan  was  present,  but  I  did  not  have  any  conference  or 
C9nsultation  with  him  myself. 

The  Chairman.  What  was  that? 

Mr.  CosGRAVE.  That  was  a  conference  that  Mr.  Pigott  called  as 
district  supervisor,  which  concerned  an  increase  in  luml^r  costs. 

The  Chairman.  Involving  the  Wisconsin  Timber  Co.? 

Mr.  CosGROVE.  Yes,  sir. 

The  Chapman.  In  what  capacity  were  you  present  at  that  meeting  ? 

Mr.  CosGROVE.  I  was  called  in  by  Mr.  Pigott  as  the  assistant 
counsel. 

The  Chairman.  Was  some  adjustment  made  of  that? 

Mr.  CosGROVE.  Well,  in. order  to  clearly  explain  that,  I  would  like 
to  go  back  just  a  little. 

The  Chairman.  I  wish  you  would,  please. 

Mr.  CosGROVE.  In  the  beginning  my  employment  as  a  counsel  for 
the  Fleet  Corporation  came  about  through  the  district  officer,  then 
Capt.  Blain.  It  was  not  directly  a  home-office  appointment,  and  I 
continued  serving  this  office  for  a  long  time,  and  in  the  shuffle  back 
and  forth  between  the  Goethals  regime  and  others  the  home  office  for- 
got that  I  was  the  counsel  for  the  Fleet  Corporation  of  this  district 
and  notice  of  it,  I  guess,  had  been  lost  in  the  files.  At  any  rate,  I  was 
not  called  upon  by  the  home  office  directly  to  do  any  work,  and  when 
the  Sloan  trouble  began  in  the  fall  of  1917  Judge  Payne,  who  was 
general  counsel  for  the  Fleet  Corporation,  not  knowing  that  there 
was  any  counsel  here  at  all,  and  having  been  acquainted  with  Judge 
Bogle,  of  this  city,  forwarded  to  him  this  Sloan  trouble,  and  he  took 
care  of  the  most  of  that :  and  at  the  time  of  this  meeting  in  Mr.  Pigott's 
office  I  attended,  as  I  always  did  when  requested ;  but  after  the  meet- 
ing was  over  I  asked  Mr.  Pigott  to  give  me  his  files  showing  his 
instructions  concerning  this  particular  matter.  I  found  this  quite 
a  good  policy  for  me  to  follow— to  ascertain  the  existing  instructions 
on  any  matter  that  I  was  called  in  upon. 
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I  found  that  there  was  some  instruction  concerning  this  particular 
matter  from  Mr.  Heyworth  to  Mr.  Pigott,  asking  him  to  take  up 
this  matter  with  Judge  Bogle,  and  that  evening,  although  a  confer- 
oice  had  been  arranged  w^th  the  attorneys  for  Mr.  Sloan,  I  called  the 
matter  off,  so  far  as  I  was  concerned,  and  told  Mr.  Pigott  to  finish 
that  particular  piece  of  business  with  Judge  Bogle  according  to  these 
instructions.  So  that  my  connection  with  that  matter  ceased  with 
that  conference. 

I  have  gone  at  some  length  here  only  to  explain  to  you  how  I  was  in 
and  how  I  was  out  at  the  same  time. 

The  Chairman.  That  was  in  January,  1918,  was  it  not? 

Mr.  CosGROVE.  No,  sir;  I  think  it  was  subsequent  to  that. 

Mr.  Pigott  did  not  come  on  as  district  supervisor  until  February, 
I  believe. 

The  Chairman.  How  long  had  Judge  Bogle  been  acting  for  the 
Fleet  Corporation  ? 

Mr.  CosQKovE.  He  never  acted  for  the  Fleet  Corporation,  except  in 
this  matter  of  the  Sloans. 

The  Chaikman.  How  long  had  he  been  in  that  ? 

Mr.  CosGROVE.  I  could  not  tell  you  when  he  was  called  upon  by 
Judge  Payne  to  first  consider  this  matter. 

The  Chairman.  Well,  is  there  any  reason  why^  on  January  9, 1918, 
the  district  auditor  should  have  written  to  Hon.  W.  H.  Bogle, 
Central  Building,  Seattle,  Wash.,  a  statement  in  response  to  his  tele- 
phone message,  showing  the  total  amount  of  moneys  disbursed  on 
aooount  of  the  Anacortes  Shipbuilding  Co.,  or  fimds  advanced  by 
the  Fleet  Corporation? 

Mr.  CosGROVB.  I  suppose  there  was. 

The  Chairman.  So  that  was  at  about  the  timeyou-  were  having 
a  conference  with  reference  to  the  Premier  Engine  Works  ? 

Mr.  CosGROVE.  Yes;  but  Capt.  Blain  and  I  knew  nothing  about 
Judge  Bogle's  action,  at  least,  I  did  not  know  anything  about  it  at 
Ae  time  I  had  this  conference  concerning  the  Premier  Engine  Works. 
Besides  we  never  knew,  or  even  afterwards,  just  what  his  connection 
with  that  was  further  than  it  had  something  to  do  with  the  obtaining 
of  a  mortgage  and  the  merging  of  the  Capital  City  Iron  Works  and 
the  Anacortes  Shipbuilding  Co.  in  the  Sloan  Shipyards  Corporation. 

The  Chairman.  So,  with  reference  to  that  Wisconsin  timber  mat- 
ter, Judge  Bogle  handled  it  entirely? 

Mr.  CosGROVE.  I  assume  he  did. 

The  Chairman.  At  least,  you  did  not  have  anything  to  do  with  it? 

Mr.  CosGROVE.  No,  sir. 

The  Chairman.  Was  there  anv  other  matter  in  which  you  were 
called  in,  relating  to  the  Sloan  Snipyards  Corporation  ? 

Mr.  CosGROVB.  Yes.  I  was  called  upon  by  Mr.  Pigott,  at  one 
time,  concerning  a  claim  by  the  company  at  Olympia  which  furnished 
the  electricity  for  the  plant.  They  had  a  claim  of  several  hundred 
dollars  there,  and  he  asked  for  an  opinion  concerning  whether  or 
not  it  should  be  paid,  and  I  sent  back  asking  for  further  information. 
Mid  I  have  never  heard  of  it  since.  He  presented  to  me,  I  believe — 
either  Mr.  Pigott  of  Mr.  Deane — ^presented  to  me  the  question  of 
whether  or  not  certain  laborers'  claims  should  be  paid — ^the  labor- 
ers claiming  a  contract  with  the  Sloan  Corporation,  executed  by 
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Mr.  Philip  Sloan.  It  seems  that  Mr.  Sloan,  in  order  to  build  up  his 
organization,  gave  to  certain  men  in  the  east  a  promise  of  excess 
wages  and  bonuses. 

"The  Chairman.  Did  you  do  any  work  in  assisting  in  merging  the 
Olympia  apd  Anacortes  plants  and  the  Sloan  yards? 

Mr.  CosGKOVE.  No,  sir;  Jud^  Bogle  handled  that  entirely. 

The  Chaibman.  Who  is  Carl  S.  Stem  ? 

Mr.  CosGROvE.  Assistant  counsel  at  the  home  office. 

The  Chairman.  Philadelphia  t 

Mr,  CosoROVE.  Yes,  sir.   He  is  not  now.    He  was. 

The  Chairman.  I  see  a  letter  here  from  him. 

Mr.  CosGROVE.  I  might  say  that  Mr.  Stem  handled  for  Judge 
Payne  the  Sloan  matters  at  the  home  office,  with  Judge  Bogle  acting 
at  this  end. 

The  Chairman.  The  season  I  asked  who  he  was  was  that  this 
letter  does  not  state  when  it  is  dated,  and  it  is  for  the  information 
of  Mr.  Bender,  of  the  auditing  division,  stating  that  the  letter  of 
Judge  Bogle  with  reference  to  this  merger  and  acquiring  of  stock 
met  with  his  approval.  Were  you  consulted  at  any  time  by  Mr. 
Blain  with  reference  to  taking  over  the  Anacortes  plant  and  nm- 
ning  it,  or  putting  in  a  manager  there  to  take  charge  of  it? 

Mr.  CosGROVE.  No,  sir ;  it  was  always  imderstood  that  the  Fleet 
Corporation  was  not  taking  over  the  wAjiacortes  yard. 

The  Chairican.  You  were  never  asked  as  to  their  authority  to 
take  over  the  yard  or  put  a  man  in  there  as  manager  1 

Mr.  CosGROVE.  Yes,  sir. 

The  Chairman.  Who  asked  you ! 

Mr.  CosGROVE.  Capt.  Blain. 

The  Chairman.  What  did  you  tell  him? 

Mr.  CosoROVE.  I  told  him  no. 

The  Chairman.  You  told  him  no.    Did  Mr.  Pigott  ever  ask  you  ? 

Mr.  CosGROVE.  No;  I  think  I  told  him  voluntarily  once. 

The  Chairman.  You  told  him  that  he  had  no  autnority  to  do  it? 

Mr.  CosGROVB.  Yes,  sir. 

The  Chairman.  But,  nevertheless,  you  did  appoint  a  man 

Mr.  CosGROVE.  I  might  add  that  on  account  of  what  seemed  to  be  at 
least  an  unpleasant  situation,  maybe  a  dangerous  situation,  for  the 
Fleet  Corporation,  on  account  of  Mr.  Sloan  not  appearing  to  act  har- 
moniously with  the  Fleet  Corporation,  when  the  wooden-ship  pro- 
gram was  turned  back  to  Capt.  Blain,  as  district  manager,  I  then  took 
a  hand  particularly  and  asked  him  to  call  in  the  then  existing  man- 
agers of  the  Sloan  and  Anacortes  yards,  which  he  did.*  At  that  time 
I  called  it  to  the  attention  of  both  of  those  managers  that  they  were 
not,  under  any  circumstances,  the  representatives  of  the  Fleet  Cor- 
poration, that  if  they  had  not  known  it  before  they  must  know  it  then, 
that  they  were  responsible  only  to  the  Sloan  Shipyards  Corporation, 
and  at  that  time  I  suggested  to  Capt.  Blain  that  he  write  Mr.  Sloan 
and  ask  him  to  call  and  confer  concerning  the  work  of  the  Sloan  Ship- 
yards Corporation  for  the  Fleet  Corporation.  This  letter  was  sent 
and  a  reply  was  received  to  the  effect  that,  since  he  had  not  been  per- 
mitted to  handle  any  of  this  matter,  he  would  have  nothing  further  to 
do  with  it. 

The  Chairman.  From  whom  was  that? 
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Mr.  Co8GROV£.  That  wag  from  Mr.  Philip  Sloan,  upon  which  I  took 
copies  and  sent  them  to  the  home  office,  and  recommended  that  since 
Mr.  Sloan  refused  to  carry  out  his  obligation  under  the  May  1  con- 
tract that  they  cut  off  his  salarj',  which  was  done. 

The  Chairman.  And  subsequently  restored? 

Mr.  CosoROVE.  I  do  not  know  anything  about  that. 

The  Chairman.  You  do  not  know  he  was  restored? 

Mr.  CosGROvB.  No,  sir;  if  he  was,  he  ^ould  not  have  been. 

The  Chairman.  Did  you  know  that  he  was  under  salary  at  several 
thousand  dollars  a  year  and  only  permitted  to  visit  the  plant  on 
Sundays? 

Mr.  CosGROVE.  No;  I  did  not  know  anything  of  it  except  that  he 
was  drawing  $10,000  a  year  under  the  May  1  contract. 

The  Chairman.  Now,  after  you  told  these  managers,  or  rather  at 
the  time  you  told  these  managers  at  the  Sloan  yards  that  they  were 
in  no  sense  representing  the  Fleet  Corporation,  it  was  after  they  had 
received  notice  indicatmg  that  they  had  been  appointed  manager, 
superintendent,  and  assistant  superintendent  of  these  yards,  from  Mr. 
Pigott,  was  it  not? 

.  Mr.  CosoROVE.  Well,  I  have  not  any  knowledge  of  those  notices  to 
which  you  refer.  I  can  only  say  that  they  were  then  at  least  de  facto 
managers. 

The  Chairman.  Well,  here  is  a  letter  dated  February  15,  1919,  to 
Mr.  A.  L.  Arnold,  acting  manager,  Anacortes  Shipbuilding  Co., 
signed  by  William  Pigott,  district  supervisor,  attention  wood-ship 
construction : 

This  will  serve  to  introduce  Mr.  L.  P.  Larson,  who  has  been  appointed  busi- 
ness manag^er  at  Anacortes  plant.  It  will  also  introduce  to  you  Mr.  Andrew 
Peterson,  who  has  been  appointed  superintendent,  and  Mr.  Edgar  Peterson, 
assistant  superintendent. 

You  will  please  arrange  to  turn  over  to  Mr.  Larson  all  of  the  working  prop- 
erty under  your  jurisdiction  and  all  records  pertaining  thereto.  After  you  have 
done  this  In  a  satisfactory  way,  please  report  to  this  office. 

Here  is  a  letter  dated  February  16,  addressed  to  L.  O.  Waldo, 
Seattle,  Wash. : 

APPOINTMENT. 

Deab  Sir:  Effective  this  date,  you  are  hereby  appointed  as  general  superin- 
tendent at  the  Sloan  Shipyards  Corporation,  Olympia,  Wash. 

Now,  under  what  circumstances  would  Mr.  Pigott  appoint  men  as 
business  managers  and  superintendents  at  these  plants  and  these  men 
not  represent  the  Fleet  Corporation  ? 

Mr.  CosGROVE.  I  might  say  the  December  1  agreement,  a  copy  of 
which  I  later  secured,  had  the  same  provisions  for  the  appointment 
of  managers  as  the  May  1  agreement,  and  that  provided  for  the 
appointment  or  nomination  by  Sloan,  subject  to  the  approval  of  the 
Fleet  Corporation,  and  I  would  assume  that  in  the  absence  of  a 
nomination  by  Mr.  Sloan  somebody  would  be  authorized  to  appoint 
some  one,  and  if  Mr.  Sloan  had  any  objections  to  make  he  could 
make  them. 

The  Chairman.  Well,  of  course,  the  question  of  the  necessity  of 
making  the  appointment  would  enter  in  there,  would  it  not? 

Mr.  CosGROVE.  Why,  certainly. 
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The  Chairman.  Who  determined  whether  it  was  necessary  to 
appoint  the  new  men  at  these  yards,  Mr.  Sloan  or  the  Fleet  Cor- 
poration ? 

Mr.  CosGKOVE.  I  would  think  that  they  both  had  a  joint  interest  in 
the  matter. 

The  Chairman.  And  if  Mr.  Sloan  declined  to  make  nominations^ 
that  was  the  equivalent  to  stating  that  he  was  satisfied  with  the  pres- 
ent management  of  the  yards,  was  it  not? 

Mr.  CosGROVE.  Yes,  sir;  I  would  assume  so.  You  are  asking  me 
largely  hypothetical  questions.  As  to  these,  I  am  not  familiar  with 
these  appointments. 

The  Chairman.  But  I  am  leading  up  to  his  declining  to  make  the 
nomination  under  that  agreement.  It  Mr.  Sloan  declined  to  make 
the  nomination,  could  the  Fleet  Corporation  then  go  ahead  and  put  a 
man  in  as  manager  and  tell  the  man  who  was  there  to  make  a  report 
to  this  office? 

Mr.  CosGROVE.  If  a  man  became  unsatisfactory,  under  that  agree- 
ment, the  Fleet  Corporation  could  remove  him.    It  so  provided. 

The  Chairman.  So  that  there  was  no  joint  interest  in  the  matter 
of  the  supplanting  of  a  man  who  was  there  as  manager  ?  That  rested 
wholly  with  the  Fleet  Corporation? 

Mr.  CosGROVE.  I  believe  it  did,  under  the  contract;  yes,  sir. 

The  Chairman.  If  the  man  who  was  there  as  manager  was  sup- 
planted and  he  was  not  a  representative  of  the  Fleet  Corporation, 
why  should  he  be  requested  to  report  to  the  district  office  of  the  Fleet 
Corporation  when  the  new  man  took  charge? 

Mr.  CosGROVE.  Well,  I  do  not  propose  to  give  you  all  the  motives 
which  actuated  Mr.  Pigott,  because  I  am  not  fanuliar  with  them. 

The  Chairman.  Well,  can  you  give  any  reason  why  that  should  be 
done,  unless  the  man  who  had  been  supplanted  was  there  as  a  rep- 
resentative of  the  Fleet  Corporation  ? 

Mr.  CosGROVE.  Well,  Congressman,  I  can  only  judge  just  the  same 
as  you  can.  I  was  not  called  in  by  Mr.  Pigott  very  often  on  any  of 
these  matters.  Had  I  been,  you  would  not  have  been  asking  me  some 
of  these  questions. 

The  Chairman.^  I  understand  that  your  position  was  and  is  now 
that,  notwithstanding  these  men  were  appointed,  in  writing,  by  Mr. 
Pigott,  that  they  were  not  there  at  those  yards  as  representatives  of 
the  Fleet  Corporation,  and  that  you  called  in  some  of  these  man- 
agers after  they  had  been  appointed,  and  you  explained  to  them  that 
they  were  not  the  representatives  of  the  Fleet  Corporation  at  those 
yards. 

Mr.  CosGROVE.  I  might  say  to  you  that  during  Mr.  Pigott's  in- 
cumbency I  never  felt  quite  the  freedom  to  speak  my  own  opinion 
concerning  some  of  these  matters,  as  I  did  under  Capt.  Blain.  There- 
fore I  did  not  say  to  them  then  what  I  said  to  Capt.  Blain  afterwards. 
Not  only  for  that  reason,  but  for  the  further  reason  that  I  had  no 
knowledge  of  any-of  these  appointments  at  the  time  they  were  being 
made. 

The  Chairman,  But  you  called  the  managers  together,  did  you 
not? 

Mr.  CosGROVE.  Oh,  this  was  long  afterwards.  When  I  called  that 
meeting,  that  was  in  the  fall  of  1918.  That  was  in  October.  This 
was  after  a  period  of  some  six  or  eight  months. 
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The  Chairman.  What  had  arisen  which  led  you  to  do  that  ?  Were 
they  assuming  to  act  for  the  Fleet  Corporation,  or  something  of  that 
sort? 

Mr.  CosGROVE.  Oh,  no.  It  was  the  belligerent  attitude  of  Mr. 
Sloan. 

The  Chairman.  Philip  Sloan? 

Mr.  CosGRovE.  Yes,  sir. 

The  Chairman.  Towai'd  these  men  ? 

Mr,  CosGROVE.  No ;  toward  the  Fleet  Corporation.  The  one  after- 
noon he  sat  in  Mr.  Pigott's  office  concerning  this  Wisconsin  timber 
matter  was  enough  to  show  me  that  Mr.  Sloan  was  decidedly  billig- 
erent,  and  if  we  had  not  protected  ourselves  before  that  lime,  it  was 
high  time  to  begin. 

The  Chair^ian.  Was  it  at  anybody's  suggestion  that  you  called 
this  conference  of  the  managers? 

Mr.  CosGRovE.  No,  sir. 

The  Chairb((an.  You  felt  that  a  situation  had  arisen  where  the 

Mr.  CosGROvE.  I  felt  that  any  good  lawyer,  out  of  caution,  would 
so  advise  his  client.  It  might  not  have  been  necessary,  but  it  was  at 
least  good  business. 

The  Chairman.  And  you  did  advise  the  managers  of  the  yards?    • 

Mr.  CosGROVE.  Yes,  sir;  there  never  has  been  any  misunderstand- 
ingsince  I  had  that  meeting,  of  any  kind. 

The  Chairman.  Of  course  they  were  not  your  clients  ? 

Mr.  CosGROVE.  No;  but  I  could  impart  to  others  information,  just 
the  same. 

The  Chairman.  But  it  was  not  giving  them  information  as  rep- 
resentatives of  your  clients,  but  as  representatives  of  the  Sloan  yards. 
You  wanted  them  to  clearly  understand  that  they  were  there  in 
charge  of  the  yards  on  behalf  of  the  Sloan  Corporation,  and  not  as 
agents  or  representatives  of  the  Fleet  Corporation? 

Mr.  CosGROVE.  Yes,  sir;  exactly. 

The  Chairman.  Now,  after  that,  was  there  any  further  bellig- 
erency on  the  part  of  Mr.  Sloan? 

Mr.  CosGROvE.  So  far  as  I  know  there  was  no  dealing  or  relation- 
ship whatever,  except 

The  Chairman.  That  seemed  to  clear  the  atmosphere? 

Mr,  CosGROVE  (continuing).  Except  his  point-blank  refusal  to 
further  participate  or  come  into  the  conference  with  Capt.  Blain. 

The  Chairman.  Now,  you  have  a  general  knowledge  that  although 
this  was  one  of  the  first  contracts  made  in  this  district  for  wooden 
ships  affairs  did  not  proceed  satisfactorily  either  at  Anacortes  or 
Olvmpia,  and  ships  were  not  delivered  very  promptly,  have  you  not? 

Mr.  CosGROVE.  Yes,  sir. 

The  Chairman.  Now,  under  the  contract  which  was  entered  into — 
under  both  contracts — the  Fleet  Corporation  was  empowered  to  go 
down  there  and  take  charge,  if  they  so  desired  ? 

Mr.  CosGROVE.  I  would  much  prefer  to  read  those  contracts  again 
before  I  answer  that  categorically. 

The  Chairman.  I  thought  you  previously  stated  that  in  one  of 
the  contracts  it  was  specified  that 

Mr.  CosGROVE.  No;  you  misunderstand  me.  It  probably  is  in 
those  contracts,  because  it  is  in  most  of  them,  but  I  can  easily  tell 
you  by  looking  at  them. 
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The  Chairman.  Were  you  consulted  by  the  district  auditor  or  the 
resident  auditor  or  the  comptroller  with  reference  to  any  of  the  pay- 
ments made  to  the  Sloan  Corporation? 

Mr.  CosGROVB.  Not  otherwise  than  as  I  have  already  testified.  I 
did  testify  concerning  certain  questions  which  were  put  to  me  about 
certain  claims. 

The  Chairman.  Yes,  sir.  The  Crane  Co.^  the  plumbing  concern, 
the  Premier  Engine  Works,  and  the  Wisconsm  Timber  Co. 

Mr.  CosoROVE.  Yes. 

The  Chairman.  Those  four  matters. 

Mr.  CosGROVE.  There  is  another  matter  since  that  time. 

The  Chairman.  Perhaps  you  will  mention  that  one,  too. 

Mr.  CosGRO\'B.  When  it  came  to  installing  the  machinery  and 
equipment  in  some  of  these  vessels,  Mr.  Kuhns  entered  into  an 
arrangement  with  Carrick  &  Eckart  for  a  portion  of  this  work,  and  I 
was  asked  to  give  my  assistance  in  preparing  a  contract  between 
them,  which  I  furnished.  This  was  given  at  the  request  of  these 
parties,  not  by  way  of  direction,  but  only  by  way  of  services  which 
any  other  party  could  have  been  called  upon  to  give,  and  recently, 
since  the  work  is  not  all  to  be  finished,  Mr.  Kuhns  has  attempted 
to  arrive  at  a  settlement  with  Carrick  &  Eckart,  and  he  has  for- 
warded the  district  manager  a  communication  in  reference  to  this 
settlement,  to  which  he  attached  correspondence  with  Carrick  & 
Eckart.  This  w^as  passed  on  to  me,  and  within  the  last  few  days 
I  have  returned  it  to  the  district  manager,  with  the  statement  that 
it  was  not  for  the  Fleet  Corporation  to  name  the  terms  of  any  set- 
tlement with  the  Sloan  Corporation,  through  Mr.  Kuhns,  might  make 
with  Carrick  &  Eckart,  unless  the  terms  should  be  so  outrageous 
as  to  offend  the  sense  of  propriety  of  any  man ;  that  the  Fleet  Cor- 
poration should  protest  when  it  came  to  paying  the  bill  under  the 
contract  of  May  1. 

The  Chairman.  Were  you  ever  consulted  with  reference  to  the  fol- 
lowing letter,  dated  July  30,  1918,  addressed  to  the  United  Stat^ 
Shipping  Board,  Emergency  Fleet  Corporation,  Securities  Building, 
Seattle,  Wash.,  attention  of  the  Auditing  Division : 

Gentleaien  :  As  we  have  no  authority  In  the  active  management  of  our  busi- 
ness, we  can  not  approve  the  expenditures  referred  to  in  your  letter  of  the 
24th  instant. 

Respectfully,  yours, 

Philip  D.  Sloan,  President, 

Were  you  ever  consulted  with  reference  to  that  communication  ? 

Mr.  CosGROVE.  No,  sir.  I  am  not  positive  that  I  ever  heard  of  it 
before,  although  I  might  have. 

The  Chairman.  Well,  Mr.  Sloan's  belli^rency  was  based  some- 
what upon  the  facts  which  he  claimed  to  exist  to  the  effect  the  Fleet 
Corporation  was  putting  men  down  there  as  managers  and  superin- 
tendents, and  that  he  as  head  of  the  corporation  had  no  say  in  how 
the  work  should  be  conducted,  was  it  not?  That  was  a  part  of  his 
claim  ? 

Mr.  CosGROVE.  That  seems  to  be  a  part  of  his  present  claim. 

The  Chairman.  Well,  was  not  that  a  part  of  his  claim »when  you 
met  him  at  the  office,  when  you  said  he  was  particularly  belligerent  ? 

Mr.  CosGRO^^.  No,  sir ;  nothing  was  said  about  that  at  that  time. 
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The  Chairman.  Hci  did  not  say  anything  about  not  having  that  t 
Mr.  CosQRovE.  Not  a  word. 

The  Chairman.  But  he  declined  to  nominate  anybody  else,  did  he 
not? 

Mr.  CosQRovE.  Not  at  that  time.  There  was  nothing  said  about 
nominations.  We  discussed  nothing  except  this  timber  advance,  and 
there  was  not  much  of  that. 

The  Chairman.  Well,  what  was  there  about  that  timber  advance 
which  would  make  him  particularly  belligerent? 

Mr.  CosGROVE.  The  Wisconsin  Tunber  Co.  had  made  a  contract  to 
furnish  timber  at  a  certain  price^  which,  at  that  time,  the  time  of  this 
conference,  appeared  to  be  a  price  below  which  the  timber  could  be 
furnished  for,  and  was  insisting  upon  an  advance,  I  believe,  from 
$30  to  $40  a  thousand,  and  Mr.  Pigott,  I  believe,  was  trying  to  get 
Mr.  Sloan  to  approve  of  this  necessary  advance,  which  he  would  have 
to  have  met  had  he  been  running  the  yard  himself.  Mr.  Sloan  would 
not  approve  of  anything.  He  insisted  upon  tuminj^  the  matter  over 
to  his  attomejrs,  and  as  I  said  before,  we  arrangea  for  a  conference 
that  eveninff  between  his  attorneys  and  myself,  but  before  the  confer- 
ence was  held,  I  discoverd  that  it  was  not  my  business,  and  I  held  no 
such  conference  with  his  attorneys. 

The  Chairman.  Well,  did  you  know  that  as  late  as  October  21,  Mr. 
W.  P.  Bravton  was  appointed  officer  manager  at  the  Anacortes  l^hip- 
building  CJo.  ? 

Mr.  CosGROvE.  No;  I  do  not  know  that  I  knew  that.  I  would  as- 
sume that  any  appointment  would  have  been  proper,  however,  after 
the  receipt  of  Mr.  Sloan's  letter  of  refusing  to  further  confer. 

The  Chairman.  Now,  after  Mr.  Sloan  refused  to  confer  and  de- 
clined to  nominate  these  men  being  sent  to  the  office  in  various  capaci- 
ties as  superintendent,  manager,  office  managers,  and  various  other 
capacities,  whom  would  they  represent  down  there? 

Mr.  CosGROvB.  The  Sloan  Corporation. 

The  Chairman.  And  be  subject  to  their  orders? 

Mr.  CosGROVE.  Be  subject  to  the  contract  under  which  we  were 
working. 

The  Chairman.  And  would  be  subject  to  taking  instructions  as  to 
the  interpretation  of  the  contract  from  the  Fleet  Corporation? 

Mr.  CosGROvE.  Not  any  more  than  any  other  concern  would  be 
subject  to  a  similar  contract. 

The  Chairman.  Would  they  be  subject  to  taking  orders  from  Mr. 
Sloan,  the  same  as  if  they  had  been  named  and  employed  by  him 
with  reference  to  working  there? 

Mr.  CosoROVE.  No,  sir. 

The  Chairman.  They  would  not? 

Mr.  CosG^pvE.  No,  sir;  the  contracts  expressly  provide  that  Mr. 
Sloan  would  no  longer  take  any  active  part  in  the  management  of  that 
particular  piece  of  business. 

The  Chairman.  And  the  Fleet  Corporation  would  name  men  there 
to  represent  him  in  carrying  on  the  work  under  the  contract? 

Mr.  CosGROvE.  If  he  refused  to  name  a  man;  yes.  Mr.  Sloan  at 
all  times  had  the  right  to  complain  or  to  protest  or  object,  and  so 
far  as  I  know,  no  objection  was  ever  made  to  the  home  office,  to  which 
all  contractors  would  have  appeal  on  all  matters  pertaining  to  the 
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contracts.  Even  his  own  contract,  his  original  contract,  provides  for 
appeals  to  the  home  office  in  cases  of  disputes.  That  is  to  take  care 
of  difficulties  with  local  district  officers  and  other  local  district 
officials.  « 

The  Chairman.  I  am  getting  at  the  approval  of  vouchers  down 
there.  Under  the  contract,  if  Mr.  Sloan  refused  to  have  anything 
further  to  do  with  it,  who  approved  the  vouchers? 

Mr.  CosGROVE.  This  manager  would  be  responsible  for  the  business, 
whoever  the  manager  might  be,  just  the  same  as  if  he  was  Mr.  Sloan's 
manager,  and  the  Fleet  Corporation  was  carrying  all  the  fimds  and 
was  receiving  the  vouchers  from  the  manager  to  either  approve  or 
disapprove  under  the  contract. 

The  Chairman.  Now,  Mr.  Cosgrove,  would  you  care  to  express  an 
opinion,  in  view  of  what  you  know  of  the  transactions  of  the  Sloan 
Corporation,  and  from  what  you  have  heard  upon  reliable  authority 
from  the  district  office,  whether  or  not  at  the  outset  of  the  difficulty, 
it  would  have  been  better  for  the  Fleet  Corporation  to  have  taken 
over  these  yards  and  gone  ahead  with  the  construction  of  ships  that 
thev  had  contracted  for? 

Mr.  CosGRO\TE.  No,  sir;  I  do  not  think  so.  I  think  it  would  have 
been  far  better  in  most  of  these  cases  to  have  obtained  a  receiver- 
ship. 

The  Chairman.  To  have  obtained  a  receivership  ? 

Mr.  Cosgrove.  Yes,  sir;  as  much  as  I  think  receivers  are  bad 
institutions. 

The  Chairman.  You  have  one  yard  in  the  district  in  the  hands  of 
a  receiver,  have  you  not? 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman.  Is  he  making  good  progress? 

Mr.  Cosgrove.  Yes,  sir;  we  have  no  such  possible  claims  arising 
in  the  case  of  a  receiver  as  you  would  in  the  case  of  having  taken 
over  the  yard  yourself. 

The  Chairman.  Do  you  think  that  a  receiver  could  operate  yards 
which  got  into  the  condition  the  Sloan  yards  were  in,  better  than  the 
Fleet  Corporation  could  have  operated  them  itself? 

Mr.  Cosgrove.  I  do  not  say  better,  but  I  say  with  less  possible 
trouble;  with  less  friction  between  the  corporation  and  with  less 
possible  claims,  fewer  claims  arising. 

The  Chairman.  Well,  would  there  not  be  just  the  same  number  of 
claims,  but  they  would  be  handled  a  little  differently? 

Mr.  Cosgrove.  No  ;  the  contractor  having  had  his  plant  taken  over, 
has  an  excellent  opportunity  to  imagine  and  dream  phoney  claims 
arising  out  of  the  very  act  of  taking  over,  while  on  the  other  hand, 
a  receiver  has  no  such  opportunity. 

The  Chairman.  Well,  you  have  a  claim  on  file  down  at  the  dis- 
trict office  that  would  not  be  much  greater  in  amount,  would  it,  if 
the  Fleet  Corporation  had  taken  over  these  yards? 

Mr.  Cosgrove.  I  do  not  think  so,  because  I  think  it  is  made  the 
limit  now. 

The  Chairman.  How  much  is  the  amount  of  that  claim? 

Mr.  Cosgrove.  Oh,  I  only  read  it  once.  I  think  it  is  two  or  three 
millions,  if  I  am  not  mistaken. 

The  Chairman.  And  it  could  not  have  been  very  much  more  if 
you  had  commandeered  the  yard,  could  it? 
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Mr.  CosoROV£.  If  you  mean  a  valid  and  just  claim,  no;  but  the 
claim  might  exist,  whether  it  is  valid  or  just. 

The  Chairman.  Well,  all  these  claims  have  to  be  adjusted  and 
their  validity  ascertained. 

Mr.  CosGRovE.  Well,  if  you  saueeze  a  lot  of  the  water  out  of  this 
Sloan  claim,  there  won't  bJe  much  left. 

The  Chairman.  And  that  would  be  so  if  you  commandeered  the 
yard? 

Mr.  CosoROVE.  Yes,  sir.  But  I  think  if  you  take  over  the  yard — 
I  think  every  time  the  Fleet  Corporation  takes  over  a  yard,  it  pre- 
sents the  finest  kind  of  an  opportunity  for  a  contractor  to  ad.d  to  his 
claim — not  rightfully,  but  give  him  an  opportunity  to  build  them 
up  in  a  fictitious  way. 

The  Chairman.  Well,  they  took  over  the  Seattle  Construction  Co. 
here,  which  was  operated  by  Mr.  Todd,  and  they  did  not  have  very 
much  difficulty  in  arriving  at  the  price  there,  did  they  ? 

Mr.  CosGROVE.  That  is  a  different  proposition.  In  that  case  they 
took  over  the  plant  by  purchase. 

The  Chairman.  Yes. 

Mr.  CosGROVE.  The  other  is  not  a  plant  by  purchase.  The  other 
is  taking  over  a  business  and  not  taking  over  the  ownership  of  the 
plant. 

The  Chairman.  Well,  if  the  work  could  have  been  handled  more 
expeditiously  by  a  receiver,  a  receiver  could  have  been  appointed 
u|K)n  the  petition  of  the  Fleet  Corporation,  could  it  not? 

Mr.  CosGRovE.  I  think  so ;  yes,  sir. 

The  Chairman.  You  never  were  asked  concerning  that,  I  assume, 
by  the  Fleet  Corporation  officials? 

Mr.  CosGROVE.  ^To,  sir ;  no  one  asked  me  anything  about  that. 

The  Chairman.  And  you  never  recommended  it? 

Mr.  CosGRovE.  I  never  had  an  opportunity  to  do  so,  or  I  would. 
Of  course,  during  war  times,  I  am  satisfied  that  tlie  Fleet  Corpora- 
tion was  rather  reluctant  to  force  a  receivership,  because  of  what 
appeared  to  be  the  great  harm  to  other  companies  building  vessels 
in  the  same  district. 

The  Chairman.  Did  you  ever  see  the  audit  of  the  Sloan  Co.'s 
books? 

Mr.  CosGROVE.  No,  sir;  I  might  say  that  I  endeavored  to  get  the 
Fleet  Corporation  to  take  action  on  this  other  yard,  this  Meacham 
&  Babcock  yard,  as  early  as  either  the  latter  part  of  October  or  the 

first  part  of  November,  but  was  unable  to  get  any  action  at  all  on 

account  of  the  fact  they  did  not  want  to  have  the  yard  go  into  insol- 
vency.   I  urged  it,  not  because  I  desired  anyone  to  get  the  worst  of  it 

or  anything  of  that  kind.    It  was  not  apparent  that  what  has  since 

happened  was  then  imminent. 
The  Chairman.  When  did  the  Meacham  &  Babcock  Co.  go  into  the 

hands  of  a  receiver? 
Mr.  Co8GRO\'E.  In  March  of  this  year. 
The  Chairman.  March,  1919  ? 
Mr.  CosoROVE.  Yes,  sir. 

The  Chairman.  Is  Hefferman  the  receiver  of  that  yard? 
Mr.  CosGROVE.  You  have  two  names  confused,  Congressman. 
The  Chairman.  Perhaps  so. 

177068— 20— PT 1 19 


290  SHIPPIK6  BOABD  OPERATIONS. 

Mr.  CosGROVB.  We  have  a  gentleman  here  by  the  name  of  Heffer- 
man,  who  has  been  doing  the  equipment  work  for  the  Fleet  Corpora- 
tion, but  he  is  not  the  gentleman  who  is  the  receiver.  The  receiver's 
name  is  Heifner. 

The  Chairman.  Heifner? 

Mr.  CpsGROVE.  Heifner ;  yes,  sir. 

The  Chairman.  Those  names  might  easily  be  confused? 

Mr.  Cosgrove.  Yes,  sir. 
•  The  Chairman.  And  I  have  only  heard  the  name  once. 

Mr.  CosOROvE.  You  might  hear  this  other  name,  Hefferman,  some 
place,  and  it  is  well  to  get  them  cleared  up. 

The  Chairman.  Charles  G.  Heifner,  is  it  ? 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman.  While  we  stated,  Mr.  Cosgrove,  when  we  asked 
you  if  you  could  be  here  this  afternoon,  that  we  would  ask  you  prin- 
cipally about  the  Sloan  yard,  were  jou  consulted  about  other  matters 
relating  to  other  yards  in  this  vicinity  as  well? 

Mr.  Cosgrove.  Yes ;  I  have  been  concerning,  I  think,  all  of  them. 

The  Chairman.  Well,  you  are  prepared  to  answer  some  questions 
with  reference  to  some  or  these  otner  yards  now? 

Mr.  Cosgrove.  I  think  I  am.  If  I  am  not  I  can  get  what  you  wish 
from  my  own  files. 

The  Chairman.  I  did  not  know  but,  perhaps,  you  relied  upon 
what  we  said,  that  we  were  going  to  ask  you  only  about  the  Sloan 
yards;  but  on  your  mentioninjg  one  or  two  of  these  other  yards,  I 
thought,  perhaps,  there  might  be  one  or  two  questions  in  reference  to 
them  that  perhaps  you  might  know  about. 

Mr.  Cosgrove.  Of  course,  my  memory  is  not  so  perfect  as  I  can 
state  the  dates,  but  I  can  furnish  them  from  my  office. 

The  Chairman.  If  there  are  any  matters  you  can  not  recall  the 
committee  will  be  glad  to  permit  you  to  refresh  your  recollection 
and  give  us  the  information  a  little  later,  either  on  the  Sloan  yard 
or  any  other  yard. 

I  was  going  to  ask  you  if  you  had  anything  to  do  in  connection 
with  the  matters  relating  to  Grays  Harbor  ? 

Mr.  Cosgrove.  Yes. 

The  Chairman.  Do  you  know  whether  or  not  there  were  any  undue 
delays  down  there  in  securing  material  or  delivering  ships? 

Mr.  Cosgrove.  I  do  not  know  of  any. 

The  Chairman.  What  matters  were  you  consulted  about  with  ref- 
erence to  Grays  Harboi*? 

Mr.  Cosgrove.  The  first  matters  that  came  up  were  matters  of 
small  contracts,  which  I  was  called  upon  to  draw,  covering  the 
manufacture  of  stem  tubes,  stern  bearings,  and  such  equipment  as 
the  Fleet  Corporation  was  obliged  to  furnish  upon  hull  only  con- 
tracts locally.  Those  contracts  were  for  goods  supposed  to  be  manu- 
factured locally. 

The  Chairman.  And  the  Fleet  Corporation  entered  into  a  con- 
tract for  the  construction  of  the  hull,  and  then  furnished  the  instal- 
lation equipment? 
Mr.  Cosgrove.  This  was  undersea  fitting. 

The  Chairman.  And  that  was  furnished  by  the  Fleet  Corpora- 
tion? 
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Mr.  CosGHOVE.  Yes,  sir. 

The  Chairman.  To  the  builder? 

Mr.  CosGRO\x.  Yes,  sir. 

The  Chairman.  To  be  installed  there  or  at  another  installation 
plant  ? 

Mr.  CosGROvE.  To  be  installed  there  before  launching.  It  was 
necessary,  if  possible,  or  advisable,  rather,  to  have  it  done  before 
launching.  Otherwise,  the  vessel  would  have  to  be  docked  after- 
wards; to  be  plugged,  and  launched  and  afterwards  taken  out  and 
docked  to  put  the  nttings  in. 

The  Chairman.  Were  you  ever  consulted  with  reference  to  con- 
templated criminal  action  against  anybody  growing  out  of  any 
transactions  connected  with  the  construction  of  ships  ? 

Mr.  CosoROVE.  Grays  Harbor  ships? 

The  Chairman.  Any  ships? 

Mr.  CosGROvE.  Yes,  sir. 

The  Chairman.  What  concern? 

Mr.  CosGROvE.  I  would  rather  give  that  to  you  in  executive  ses- 
sion, because  these  matters  are  stiU  pending. 

The  Chairman.  Thev  are  still  pending? 

Mr.  CosQROVE.  I  think  it  would  be  detrimental  to  give  you  any  tes- 
timony or  any  data. 

The  Chairman.  If  any  of  these  matters  are  still  pending,  we  cer- 
tainly would  not  want  you  to  do  that. 

Now,  with  reference  to  the  Grays  Harbor  yard,  did  these  con- 
tracts, which  jrou  prepared  for  the  Fleet  Corporation  and  the  local 
builders  of  this  equipment,  or  the  producers  or  the  sellers  of  it, 
finally  go  through  m  the  manner  in  which  they  were  drawn  ? 

Mr.  CosoROVE.  I  think  they  were.  I  never  heard  anything  fur- 
ther of  them.  This  was  very  early  in  the  construction  period,  before 
the  Fleet  Corporation  was  able  to  secure  this  kind  of  material  and 
have  it  shipped  out.  It  was  for  the  first  vessels  that  were  built  by 
Grays  Harbor.  We  never  had  any  more  of  those,  and  they  were 
delivered,  just  a  very  few  of  those. 

The  Chairman.  Did  you  ever  have  a  conference  with  anybody 
renresenting  the  Navy  on  any  matters  under  investigation  here? 

Mr.  CosoROVE.  No,  sir. 

The  Chairman.  Or  with  any  official  of  the  Department  of  Justice? 

.  Mr.  CosGROVE.  Yes,  sir. 

The  Chaiicman.  You  received  your  appointment  direct  from  the 
home  office,  Mr.  Cosgrove? 

Mr.  CosGROVE.  I  received  it  originally  from  Capt.  Blain;  it  was 
confirmed  by  the  home  office,  and  later  on,  when  we  got  into  litiga- 
tion out  here,  I  was  called  to  the  home  office — this  was  in  May^ 
1918— and  at  that  time  the  general  counsel  divorced  me  from  the 
local  organization,  and  made  me  assistant  counsel,  assigned  to  this 
district. 

The  Chairman.  So  you  are  carried  now  as  one  of  the  staff  of  th& 
home  office  assigned  out  here? 

Mr.  CosoROVE.  I  am  second  to  nobody  in  my  department  except 
Ae  general  counsel. 

The  Chairman.  And  Judge  Bogle  was  the  only  one  who  handled 
*ny  matter  here  in  the  capacity  of  counsel  outside  of  yourself  ? 
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Mr.  CosGROVE.  So  far  as  I  know.       ' 

The  Chairman.  And  that  only  in  connection  with  that  one  matter? 

Mr.  CosGROVE.  So  far  as  I  know. 

The  Chairman.  I  think  that  is  all  I  have  to  ask. 

Mr.  Kelley.  Going  back  to  the  relations  with  the  Sloans — as  I 
understand  it,  in  the  first  place,  there  were  three  Sloan  properties, 
the  Anacortes,  the  Olympia,  and  one  other? 

Mr.  CosGRovE.  The  Capital  City  Iron  Works. 

Mr.  Kelley.  The  Capital  City  Iron  Works? 

Mr.  CosoROVTB.  Yes,  sir. 

Mr.  Kelley.  And  Mr.  Phillip  Sloan's  corporation  was  at  Olympia, 
and  he  got  a  contract  for  sixteen  3,500-ton  wooden  ships? 

Mr.  CosGROVE.  Yes,  sir. 

Mr.  Kelley.  At  about  $650,000  apiece  ? 

Mr.  CosGROVE.  No,  sir;  the  price  is  wrong. 

Mr.  Kelley.  What  was  the  price? 

Mr.  CosGKOVE.  $490,000,  which  was  by  this  supplemental  agreement 
of  May  1,  1918,  increased  to  $550,000. 

Mr.  Kelley.  And  the  first  contract  was  for  $490,000;  but  after  the 
difficulties  arose  and  wages  advanced  in  this  region  the  supplemental 
agreement  was  entered  into  by  wliicli  he  was  to  have  $550,000  for 
each  ship  ? 

Mr.  Cosgrove.  That  is  right. 

Mr.  Kelley.  Then  he  sublet  six  hulls  to  the  Anacortes  Shipbuild- 
ing Co.  ? 

Mr.  Cosgrove.  He  had  already  done  so. 

Mr.  Kelley.  He  had  already  done  so  ? 

Mr.  Cosgrove.  That  had  been  done  at  a  date  long  before,  notwith^ 
standing  the  original  contract  with  the  Fleet  Corporation  providing 
that  he  could  not  sublet  or  assign. 

Mr.  Kelley.  Now,  where  did  Mr.  Sloan  get  the  contracts  for  these 
16  ships — ^here  or  in  Washington? 

Mr.  Cosgrove.  In  Washington,  D.  C.  It  was  a  matter  of  one  pre- 
vious congressional  inquiry. 

Mr.  Kelley.  Yes.  Do  you  know  whether  or  not  Mr.  Blain  ever 
protested  the  awarding  of  those  contracts  to  Mr.  Sloan  without  his 
knowledge  or  consent  ? 

Mr.  Cosgrove.  I  do  not  believe  Capt.  Blain  knew  anything  about  it. 

Mr.  Kelley.  And  when  he  did  find  out  about  it  what  was  his  atti- 
tude, as  far  as  you  know  ? 

Mr.  Cosgrove.  I  do  not  know  that  he  had  any  attitude. . 

Mr.  Kelley.  You  do  not  know  anything  about  that? 

Mr.  Cosgrove.  No.  .     . 

Mr.  Keijley.  You  do  not  know  that  was  the  beginning  of  any  dii- 
f erence  between  them  or  not,  do  you  ? 

Mr.  Cosgrove.  No  ;  I  think  there  was 

Mr.  Kelley.  They  were  not  very  good  friends,  were  they? 

Mr.  Cosgrove.  I  would  not  say  that. 

Mr.  Kelley.  They  were  dealing  at  arm's  length,  though,  were  they 

not  ? 

Mr.  Cosgrove.  The  trouble  began  in  the  fall  of  1917,  when  labor 
troubles  at  Olympia  caused  considerable  difficulty  for  Mr.  Sloan,  and 
his  work  was  not  progressing  well,  and  it  was  discovered  then  that  he 
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was  doing  business  through  the  Anacortes  Co.  for  six  of  those  hulls. 
I  know  at  that  time  Capt.  Blain  took  a  ^eat  deal  of  pains  to  find 
out  why  he  was  doing  business  with  the  Anacortes  Co.  and  why  his 
yard  was  not  progressing  at  that  time,  and  I  remember  Capt.  felain 
asking  me  by  what  authority,  if  I  knew,  he  had  any  right  to  sublet" 
anv  of  this  work  to  the  Anacortes  Co. 

Mr.  EjojiET.  And, of  course,  he  did  not  have  any  right  to  do  that? 

Mr.  CosGROVE.  And  I  reported  that  he  had  none,  and  suggested 
mvself  that  he  notify  the  home  office  of  not  only  that  fact,  but 
tlie  general  conditions  at  the  yard,  because  it  appeared  to  be  getting 
bad,  and  lie  did.  That  resulted  soon  after  in  Mr.  Sloan  being  called 
to  the  home  office.  That  resulted  in  the  December  1  triparite  agree- 
ment. 

Mr.  Keli^y.  After  Mr.  Sloan  got  the  contract  for  these  IC  wooden 
ships,  at  the  price  slated,  did  he  have  funds  enough  to  go  ahead 
and  build  the  project  or  did  the  Government  advance  him  the  money? 

Mr.  CosGROx-E.  I  do  not  think  Mr.  Sloan  was  in  anv  condition  to 
carry  out  that  contract. 

Xfr.  Kelley.  And  the  (io\  ernment  right  at  once  started  to  advance 
him  how  much  money  ? 

Mr.  Cos<}RovE.  I  am  not  positive,  but  I  believe  it  was  a  10  per  cent 
advance. 

Mr.  Kelijsy.  On  each  ship  i 

Mr.  (\)SGR()VE.  I  can  only  tell  by  referring 

Mr.  Kelley.  Yes;  that  might  be  important,  to  get  it  straight  all 
the  way  through,  you  know. 

Mr.  (\is(iRovE.  It  was  a  most  injudicious  contract,  if  I  ma}'  be  per- 
mitted to  criticize  my  superiors,  in  that  it  turned  over  so  early  in 
the  ship  construction  such  an  enormous  sum  of  money,  not  repre- 
senting work  done  or  anything,  and  making  no  provision  for  its 
disbursement  thereafter. 

Mr.  Keli.ey.  I  agree  with  you  entirely  about  that,  Mr.  Cosgrove. 
Let  ns  see  the  amount  of  money  that  they  turned  over. 

Mr.  Cos(;rove.  That  may  be  les  majeste  for  me  to  say  that. 

Mr.  Kelley.  No  :  that  is  a  good  legal  opinion. 

Mr.  Cosoro\'E.  But  it  makes  no  difference  here. 

Mr.  Kelley.  It  is  all  right.  We  do  not  expect  everything  to  be 
perfect. 

Mr.  Cosgrove.  Well,  it  does  not  make  any  difference,  anyway. 
The  original  contract  provided  for  a  payment  of  11  per  cent,  or 
$58,900,  for  each  ship  within  80  days  after  the  signing  of  the  con- 
tract, upon  the  production  of  a  sworn  statement,  sworn  to  by  the 
officer,  the  contractor,  that  the  contractor  had  heretofore  expended, 
w  was  committed  to  do  so,  on  material  contracts  for  expenditures 
on  the  work  under  the  contract  to  an  amount  equal  to  such  payment. 

Mr.  Kelley.  Then,  all  that  Mr.  Sloan  had  to  do  in  order  to  get 
$872,400,  was  to  go  and  obligate  himself  for  that  amounts 

Mr.  CosoRO^^E.  No,  sir;  that  was  not  sufficient.  All  he  had  to  do 
^as  to  make  a  sworn  statement. 

Mr.  Kellet.  That  he  had  obligated  himself  for  that  amount? 

Mr.  (Cosgrove.  Yes,  sir. 

Mr.  Kelley.  Which  you  think  was  easier  still? 

Mr.  Cosgrove.  I  would  liot  say  that.  You  can  draw  your  own  in- 
ference. 
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Mr.  Keijlj:y.  Whose  work  was  that? 

Mr.  CosGRovE.  The  home  office;  is  all  I  can  say. 

Mr.  Kelley.  The  home  office  did  that? 

Mr.  CosGRO\^.  The  local  office  had  nothing  to  do  with  it,  whatever. 

Mr.  Kellet.  This  district  office  had  nothing  to  do  with  it? 

Mr.  Cosgrove.  Absolutely  nothing. 

Mr.  Kellet.  Did  not  even  know  the  contracts  were  let? 

Mr.  Cosgrove.  I  do  not  think  so.  The  first  I  ever  heard  of  it 
was  the  production  in  a  local  paper  of  the  photograph  of  that  check 
for  the  amount  of  money  which  you  mentioned. 

Mr.  KJELLEY.  $872,400.  Who  signed  the  contract  that  we  have 
just  alluded  to? 

Mr.  Cosgrove.  It  was  signed  by  Mr.  William  Denman,  as  presi- 
dent of  the  Fleet  Corporation,  attested  by  Girard  C.  Henderson,  sec- 
retary, and  the  Sloan  Shipyards  Corporation,  by  Leroy  Bichard, 
vice  president,  and  attested  Charles  W.  Powell. 

Mr.  Kelley.  And  so  far  as  you  know,  the  Government  executed 
no  security,  no  mortgage  on  his  plant? 

Mr.  Cosgrove.  You  faiow  as  much  about  that  as  I  do. 

Mr.  Kelley.  As  far  as  you  know,  I  say,  and  as  far  as  any  papers 
or  records  show,  did  the  (government  take  a  mortgage  on  his  prop- 

€rtv  ? 

Mr.  Cosgrove.  The  subsequent  payments  under  the  original  con- 
tract were  to  be  made  upon  progress. 

Mr.  Kelley.  After  this  one? 

Mr.  Cosgrove.  Yes;  and  upon  certification. 

Mr.  Kelley.  But  as  to  this  payment? 

Mr.  Cosgrove..  The  May  1  contract  largely  credited  some  of  that, 
putting  the  money  in  a  controlled  fund. 

Mr.  Kelley.  As  to  this  payment  of  $872,400,  no  security  was  re- 
quired ? 

Mr.  Cosgrove.  I  do  not  know  about  that. 

Mr.  Kelley.  As  far  as  you  know  ^r  so  far  as  your  examination 
of  any  papers  would  reveal  to  you  ? 

Mr.  Cosgrove.  I  do  not  know  of  any. 

Mr.  Kelley.  Or  provided  for  in  the  contract  that  you  have  just 
read? 

Mr.  Cosgrove.  I  did  not  read  it  all  through,  but  I  do  not  recollect 
ever  having  seen  any  such  thing. 

Mr.  KJELLEY.  If  there  had  been  any  security  for  that,  you,  repre- 
senting the  Fleet  Corporation,  as  careful  as  you  have  been,  would 
probably  have  been  foreclosing  on  that  security  by  this  time, 
would  you  not? 

Mr.  Cosgrove.  No.    I  could  not  venture  any  guess  as  to  that. 

Mr.  Ejelley.  You  would  have  at  least  known  about  it? 

Mr.  Cosgrove.  Yes;  I  probably  would  have  known  about  it.  Of 
course,  the  mortgage  was  taken  under  the  May  1  contract  agree- 
ment on  the  property. 

Mr.  Kelley.  Is  it  a  fact  that  Mr.  Phillip  Sloan  never  had  built 
a  ship  of  this  size  in  his  life  ? 

Mr.  Cosgrove.  That  is  very  hard  for  me  to  answer,  except  to  say 
to  you  that  I 

Mr.  Kelley.  You  do  not  believe  that  he  ever  did? 
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Mr.  CosGROVE.  I  do  not  believe  that  he  ever  did.  I  do  not  think 
any  ships  of  that  size  were  ever  built  in  this  part  of  the  country  or 
upon  the  PaciJSc  coast. 

Mr.  Eelley.  So  that  this  sum  of  money  was  practically  given  over 
to  an  inexperienced  shipbuilder,  without  security,  for  the  construc- 
tion of  ships? 

Mr.  CosGROVE.  I  won't  say  that  Mr.  Sloan  was  an  experienced  ship- 
builder. He  was  reputed  at  the  time  to  have  had  some  experience. 
He  had  been  running  a  drv-dock  company,  in  making  repairs,  at 
any  rate,  and  his  brother,  Joe  Sloan,  is  reputed  still  to  be  a  man 
of  some  shipbuilding  ability,  although  I  have  no  personal  knowledge 
of  the  ability  of  either  one  of  them. 

Mr.  Kellet.  Now,  of  course,  that  is  a  large  sum  of  money,  and 
probably  was  responsible  for  a  good  deal  of  inexperienced  men's 
troubles.  I  do  not  know  what  I  would  do  myself  with  $872,000  if  it 
was  all  handed  to  me  at  once. 

Mr.  Cosgrove.  I  am  not  a  competent  witness  on  Ihat  subject. 

Mr.  Keixet.  I  do  not  know  what  even  Mr.  Cosgrove  would  do  with 
$872,000  if  he  had  it  handed  to  him  all  at  once. 

Now,  Mr.  Cosgrove,  with  this  sum  of  money  in  hand,  Mr.  Sloan 
proceeded  with  the  awarding  of  the  contract,  and  eventually  getting 
ready  to  build  ships,  and,  as  I  understand  from  your  testmiony, 
while  he  found  himself  in  great  embarrassment  that  ne  could  not  pay 
his  bills,  he  could  not  pay  his  electric-light  bill,  and  had  trouble  with 
timber  dealers,  with  engine  makers,  and  with  pattern  makers. 

Mr.  Cosgrove.  Pardon  me,  if  I  interrupt  you  about  electric  light. 
I  think  you  are  wrong  as  to  that ;  the  trouble  with  the  electric-light 
matter  came  up  after  Mr.  Pigott  became  district  supervisor,  and  was 
a  proper  subject  of  inquiry,  whether  Mr.  Sloan  was  in  charge  or 
anyone  else.  I  was  of  the  opinion  myself  that  the  charge  was  an 
outrageous  one. 

Mr.  Kelley.  But  I  am  correct  in  the  general  statement  that  he 
became  in  an  insolvent  condition,  as  far  as  your  investigations  show? 

Mr.  Cosgrove.  It  appeared  to  be  so.  I  did  not  myself  make  any 
iuvesti^tion  of  his  finances. 

Mr.  Kellet.  I  know. 

Mr.  Cosgrove.  And  I  saw  no  financial  statement,  but  I  am  con- 
vinced that  if  insolvency  was  not  there  it  was  staring  him  in  the 
face. 

Mr.  Kelley.  Now,  when  that  situation  developed  the  Government, 
having  this  sum  of  money  in  tjiere — $872,000 — made  what  you  call  a 
tripartite  agreement.  Just  explain  what  the  terms  of  that  were, 
briefly,  so  we  will  have  a  record  of  it  as  we  go  along. 

Mr.  Cosgrove.  I  am  unable  to  give  you  all  the  details  of  the  Clinch- 
field  end,  because  I  never  had  occasion  to  study  it,  but  the  Clinchfield 
Navigation  Co.,  which  is  a  Great  Lakes  concern,  had  had  a  contract 
with  Sloan  for  the  building  of  certain  vessels  for  it.  I  will  not  at- 
tempt to  be  very  definite  as  to  that,  because  I  may  be  wrong — that  is, 
as  to  the  details  of  that  contract— but  when  Mr.  Sloan  was  called 
east  in  the  fall  of  1917  by  the  home  office  it  was  apparently  then 
necessary  to  adjust  the  situation  between  Sloan  and  the  Clinchfield 
Navigation  Co.  and  the  Fleet  Corporation,  and  that  adjustment 
seemed  to  have  culminated  in  the  preparation  of  thi^  three-cornered 


296  SHIPPING  BOARD  OPERATIONS. 

agreement,  which  was  signed  by  the  Fleet  Corporation  and  by  the 
Clinchfield  Navigation  Co.,  but  never  signed  by  Sloan,  although 
after  December  1,  1917,  when  it  was  supposed  to  have  been  executed, 
Sloan  acted  and  performed  as  if  it  were  in  effect. 

Mr.  Kelley.  Now,  did  the  Government  advance  any  more  money 
after  this  tripartite  agreement  while  Mr.  Sloan  was  in  control  of  the 
yard? 

Mr.  CosGROVE.  I  do  not  know. 

Mr.  Kelley.  You  have  not  any  record  on  that? 

Mr.  CosGROi-E.  No,  sir.  The  auditor  is  the  only  one  who  can  tell 
you  that. 

Mr.  Kelley.  Are  you  of  the  opinion  that  the  Government  did  ad- 
vance some  more? 

Mr.  CosoROVE.  No ;  I  have  no  opinion  on  that. 

Mr.  Kelley.  We  can  get  that  from  the  auditor  ? 

Mr.  CosGRovE.  Yes,  sir;  you  can  get  it  from  the  auditor. 

Mr.  Kelley.  Now,  there  came  a  time  finally  when  things  got  so 
badly  mixed  up  that  the  Government  had  to  take  some  further  action, 
and  they  agreed  with  Mr.  Sloan  that  he  might  nominate  a  manager, 
acceptable  to  the  Government,  and  the, Government  would  undertake 
the  management  of  the  yard  in  his  behalf,  in  his  name,  and  go  for- 
ward and  finish  up  these  ships? 

Mr.  Cosrgo^t:.  No,  sir;  you  have  incorrectly  stated  it.  The  so- 
called  tripartite  agreement  of  December  1,  1917,  provided  for  the 
appointment  of  a  manager  by  Sloan,  subject  to  the  approval  of  the 
Fleet  Corporation.  This  agreement  never  having  been  ftiUy  formally 
executed  was  apparently  either  abandoned  or  merged  into  the  agree- 
ment of  May  1,  and  that  agreement  carried  through  into  it  a  similar 
arrangement  for  the  appointment  of  a  manager. 

Mr.  Kelley.  Then,  Mr.  Sloan  ran  along  from  the  fall  of  1917, 
into  May  of  1918,  operating  the  yard  himself  as  the  manager? 

Mr.  CosROovE.  I  think  Mr.  Sloan  went  along  from  December  1  to 
May  1. 

Mr.  Kelley.  Yes. 

Mr.  Cosgrove.  Operating  under  the  December  1  agreement,  which 
provided  for  a  manager  to  be  nominated  by  Sloan,  subject  to  the 
approval  of  the  Fleet  Corporation.  Mr.  McAllister  in  December, 
1917,  was  the  then  acting  manager  of  Sloan ;  and  he  was  at  that  time, 
with  the  approval  of  Sloan,  continued  as  the  manager  under  the 
December  1  agreement,  and  as  long  as  Mr.  McAllister  was  in  the 
Sloan  yard,  which  was  for  some  considerable  period  of  time,  there  is 
no  question  in  the  world  but  what  he  was  the  representative  of  Mr. 
Sloan,  acting  under  his  direct  authority  and  approved  by  the  Fleet 
Corporation. 

Mr.  Kelley.  Now,  where  did  Mr.  McAllister  get  his  daily  instruc- 
tions or  weekly  instructions  as  to  how  he  should  act? 

Mr.  Cosgrove.  He  had  his  contract,  his  ship  contract,  to  guide  him, 
as  Mr.  Sloan  would  have  were  he  personally  handling  the  matter; 
and  then  from  day  to  day  and  week  to  week  he  would  receive  what  are 
known  as  technical  instructions,  which  the  owner  of  the  ships,  the 
Fleet  Corporation,  was  giving  at  all  times  to  all  the  yards  building 
ships  for  it. 

Mr.  Kelley.  Suppose  the  district  manager  instructed  Mr.  Mc- 
Allister in  a  certam  direction,  and  Mr.  Sloan,  as  president  of  the 
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corporation,  instructed  him  in  another  direction,. which  instructions 
would  he  obey  ? 

Mr.  CosoROVE.  Under  the  December  1  agreement? 

Mr.  Eelley.  Yes. 

Mr.  CosGROVE.  If  the  instructions  were  within  the  rights  of  the 
owner  under  the  ship  contract  he  should  obey  those  instructions. 

Mr.  Kelley.  I  am  speaking  now  as  a  practical  proposition. 

Mr.  CosGROVE.  Well,  that  is  quite  practical. 

Mr.  Kelley.  As  matter  of  administration,  what  would  happen  ? 

Mr.  C08RGOVE.  I  am  assuming  he  would  act  as  the  contractor  would 
act,  having  such  a  contract.  If  he  did  that  he  would  follow  the  in- 
structions of  the  owner  of  the  ship. 

Mr.  Kelley.  Well,  suppose  it  were  a  question  involving  wages  or 
some  very  fundamental  policy,  what  would  he  do?  Would  he  do  as 
Mr.  Sloan  said  about  it,  or  w^ould  he  do  as  the  district  manager 
ordered  him  to  do? 

Mr.  Cosgro^t:.  The  contract  had  provisions  covering  wages. 

Mr.  Kelley.  Well,  I  am  using  that  only  as  an  example. 

Mr.  C08GROVE.  I  will  try  to  answer  your  question,  if  I  can  get  it 
clear  to  mv  mind. 

Mr.  Kelley.  Well,  I  do  not  suppose  anybody  can.  It  was  conjec- 
tural, more  or  less,  I  suppose,  as  to  what  actually  would  happen,  with 
human  nature  operating,  but  it  would  rather  seem  to  me  that  if  Mr. 
McAllister  could  be  discharged  by  Mr.  Blain,  which  I  understand  he 
could — am  I  right  about  that  ? 

Mr.  G08GROVE.  I  think  that  is  correct. 

Mr.  Kelley.  Yes. 

Mr.  CosGROVE.  Under  the  December  1  agreement.  It  was  true 
under  the  May  1  one. 

Mr.  Kelley.  That  has  a  very  salutary  influence  upon  a  man  hold- 
ing a  position,  who  has  the  power  to  discharge.  Now,  that  is  what 
I  wanted  to  inquire  into.  The  vouchers  ran  through  in  the  name, 
of  course,  of  the  Sloan  Shipbuilding  Co.  ? 

Mr.  Cosgrove.  The  Sloan  Shipyards  Corporation;  yes,  sir. 

Mr.  Kelley.  And  the  money  to  run  the  business  was  deposited 
to  the  credit  of  the  Sloan  Shipyards  Corporation  by  the  Fleet  Cor- 
poration? 

Mr.  Cosgrove.  I  am  not  positive  as  to  the 

Mr.  Kelley.  The  Fleet  Corporation  paid  the  bills? 

Mr.  Cosgrove.  I  can  not  give  you  the  mechanics  of  that.  Congress- 
man.   The  auditor  must  give  you  that. 

Mr.  Ejblley.  The  thing  that  struck  me  as  you  went  along,  Mr. 
Cosgrove,  was  the  seeming  impossibility  of  reconciling  the  legal 
management  in  Mr.  Sloan  and  the  actual  management  somewhere 
else.  Now,  it  may  be  possible  to  do  that.  It  may  be  possible  for 
me  to  make  a  contract  in  which  I  retain  the  legal  management  of  a 
and  contract  away  all  the  actual  management  of  it.  Do  you 
that  is  possible? 

Mr.  Cosgrove.  I  think  that  a  contract  of  that  character  is  legaL 
I  do  not  believe 

Mr.  Kelley.  For  instance,  let  me  make  this  illustration  just  to 
make  clear  what  I  have  in  mind.  When  you  saw  Mr.  Sloan  in  a 
temper  it  was  over  the  question  of  whether  he  should  approve  the 
payment  on  lumber  or  material? 
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Mr.  CosoBOVE.  He  was  not  in  such  a  temper.  It  was  just  the  at- 
titude, more  than  that. 

Mr.  Kellet.  Well,  he  was  not  in  a  cooperative  frame  of  mind,  to 
say  the  least? 

Mr.  CosoRovE.  Apparently  not. 

Mr.  KetiTiY.  Now,  under  tne  provision  of  the  contract  under  which 
he  was  operating,  he  could  visit  that  yard  only  on  Sundays,  and 
finally  the  time  came  when  he  was  excluded  even  on  Sundays. 

Mr.  CosoROVE.  I  do  not  think  his  contract  provided  that  ne  could 
not  come  there,  except  on  Sundays. 

Mr.  Kellet.  Are  you  sure  about  that,  Mr.  Cosgrove? 

Mr.  CosoROVE.  I  feel  quite  sure  about  that. 

Mr.  Kellet.  It  seems  to  me  as  though  I  read  that  clause  in  one 
of  these  contracts  myself. 

Mr.  Cosgrove.  I  think  you  are  mistaken.  I  do  not  think  you  can 
find  that. 

Mr.  E^ELLET.  Well,  I  can  readily  understand  how  a  man  would 
not  want  to  sign  a  voucher  for  material  to  be  used  in  a  yard  and 
become  responsible  for  it  if  he  could  not  visit  that  yard  except  on 
Simdays,  when  there  was  not  any  amount  of  work  goiiig  on  there 
when  he  was  there. 

Mr.  Cosgrove.  He  had  no  voucher  to  sign  under  that  contract. 

Mr.  Kellet.  The  district  manager  wanted  him  to  approve  a  pay- 
ment on  the  contract. 

Mr.  Cosgrove.  It  was  herely  a  conference  affecting  more  a  ques- 
tion of  general  policy,  as  I  take  it,  than  anything  else. 

Mr.  Kellet.  It  seemed  to  me  rather  as  though  the  general  scheme 
or  plan — ^I  do  not  pretend  to  understand  what  the  bgal  rights  of 
these  parties  are  now — ^but  the.  general  scheme  or  plan  of  working 
it  out  was  the  only  plan  in  the  world  that  would  not  get  cooperation 
and  would  not  get  the  building  of  ships,  which  everybody  wanted  at 
that  time. 

Mr.  Cosgrove.  It  may  have  been  a  bad  plan.  On  the  other  hand, 
I  think  it  was  legal. 

Mr.  Kellet.  Hence  your  first  statement  that  it  was  an  unwise 
course  to  pursue? 

Mr.  Cosgrove.  That  I  do  not  think  in  anywise  establishes  Mr. 
Sloan's  claim  against  the  Fleet  Corporation. 

Mr.  Kellet.  Not  at  all,  and  I  would  not  for  a  moment  assume  to 
pass  on  the  legality  of  the  rights  of  the  parties. 

Mr.  Cosgrove.  I  think  the  contract  is  legal,  and  the  things  largely 
of  interest  are  the  methods  and  incidents  occurring  in  carrying  it 
out. 

Mr.  Kellet.  Now,  if  the  chairman  will  allow  me  to  go  on  in  the 
morning  from  about  this  point,  I  would  like  to  do  that. 

The  Chairman.  Can  you  come  down  in  the  morning,  Mr.  Cos- 
grove ? 

Mr.  Cosgrove.  Yes. 

The  Chairman.  About  a  quarter  past  9  ? 

Mr.  Cosgrove.  If  you  can  make  it  about  9.30  for  me  in  the  morn- 
ing, I  would  prefer  that.  I  want  to  take  about  15  minutes  for  this 
engagement  that  I  cut  off. 
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The  Chairman.  That  will  be  perfectly  satisfactory.  We  have 
some  information  to  get  from  Mr.  CoUis,  which  I  think  he  may  have 
ready  in  the  morning. 

Mr.  Co6GROV£.  All  right,  sir. 

The  Chairman.  We  will  adjourn  until  to-morrow  morning  at 

(Whereupon,  at  6.06  o'clock  p.  m.,  the  committee  adjourned  until 
Wednesday,  August  27, 1919,  at  9.15  o'clock  a.  m.  at  the  same  place.) 


Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  or  Representatives, 

Seattle^  Wash,  Wedy^esday,  August  27^  1919. 

The  committee  met  at  9.30  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chair- 
man) presiding. 

Present :  Hon.  P.  H.  Kelley,  Hon.  L.  H.  Hadley,  and  Hon.  I.  M. 
Foster. 

The  Chairman.  Mr.  Kelley,  I  believe  you  had  some  further  ques- 
tions to  ask  of  Mr.  Cosgrove? 

Mr.  E^ELLET.  Yes. 

TESTIMOHT  OF  MB.  HOWABD  0.  COSOBOVE— Sesmned. 

Mr.  Keluit.  When  we  closed  last  night,  we  were  talking  about  the 
advance  made  by  the  Fleet  Corporation  to  the  Sloan  people;  and  I 
was  to  pursue  that  inquiry  a  little  further.  But  since  then  I  realize 
that  that  naturally  comes  under  the  control  of  the  auditor,  and  fur- 
ther, I  guess  we  have  the  information  already  from  the  auditor,  so 
there  is  not  any  special  need  of  going  into  the  question  of  how  much 
money  has  been  advanced  to  the  Sloans. 

Mrl!  CosoROVE.  Well,  I  could  not  answer. 

Mr.  Kelley.  And  you  probably  would  not  have  the  information 
anyhow,  so  I  will  just  drop  that  part  of  the  inquiry,  as  far  as  you 
are  concerned. 

I  think  you  have  stated  that  there  came  a  time  in  the  management 
of  the  Sloan  interests  when  Sloan  declined  to  carry  out  the  provisions 
of  the  contract  with  reference  to  nominating  a  general  manager.  Do 
you  know  whether  that  is  true  or  not? 

Mr.  CosoROVE.  No;  I  do  not  know  whether — I  do  not  think  that 
I  can  say  that  he  stated  in  so  many  words  that  he  would  not  nomi- 
nate them,  although  at  the  time  McAllister  was  made  manager  of 
the  Sloan  properties,  which  was,  I  believe,  in  January  of  1918,  or 
December  of  1917,  Sloan  at  that  time  informed  Capt.  Blain  that  he 
would  accept  his  nominee ;  that  is,  that  he  would  not  nominate,  but 
he  would  pass  the  nomination  over  to  Blain,  and  he  would  approve 
of  it.  Under  these  circumstances  McAllister  was  the  first  manager 
ander  the  new  scheme  approved  by  all  parties. 

Mr.  Kellet.  And  after  that,  how  were  the  managers  appointed 
and  approved? 

Mr.  CosGROVE.  I  would  not  tell  you  of  my  own  knowledge.  I 
would  have  to  go  through  these  files,  and  possibly  run  down  a  lot  of 
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letters  I  have  not  vet  seen,  to  ffiTe  vou  that  information.    I  think 
you  have  it  here  as  well  as  I. 

Mr.  Kelley.  And  if,  as  a  matter  of  fact,  Sloan  refused  to  go  ahead 
and  nominate  a  mana<rer,  what  would  be  the  legal  aspect,  in  your 
judgment,  of  the  Emergency  Fleet  Corporation's  going  ahead  and 
appointing  a  manager  without  any  nomination  having  been  made! 

Mr.  Co8r.RO\TE.  It  is  my  idea  that  if  such  a  contingency  had  arisen, 
having  in  mind  the  great  emergency  that  existed,  and  the  need  of 
carrying  on  a  going  business,  in  which  large  siuns  of  money  had 
already  been  invested,  it  would  fall  upon  the  Fleet  Corporation  of 
seeing  to  it  that  the  business  did  not  stop,  and  that  it  continued; 
and  if  it  l)ecame  necessary  in  that  event  to  have  a  new  manager,  it 
would  l)e  its  dutv  to  name  a  manager.    Then  if  Mr.  Sloan 

Mr.  Kelley.  What  would  be  the  legal  relation  from  that  time  on 
between  the  Fleet  Corporation  and  the  Sloan  interests  ? 

Mr.  Co8GRO\-E.  I  think  this  manager  so  appointed,  Mr.  Sloan  mak- 
ing no  attempt  to  have  him  changed  or  ousted,  and  the  Fleet  Cor- 
poration exercising  no  improper  act  of  authority  by  way  of  coercion 
or  intimidation  of  this  manager,  giving  him  more  or  less  free  rein, 
this  manager  would  be  in  eflFect  the  representative  of  the  Sloan  cor- 
poration. 

Mr.  Kelley.  That  is,  if  Mr.  Sloan  acquiesced  in  the  appointment. 
either 

Mr.  CosoRO^Ti:.  Actively  or  constructively? 

Mr.  Kelley.  Yes:  that  he  would  be  appointed  under  the  contract? 

Mr.  CosoROVE.  T  think  so :  I  do  not  think  any  man  can  sit  still  and 
say  nothincr  and  do  nothing  if  the  other  party  is  in  any  way,  acting 
improperly  in  matters  in  which  he  ought  to  have  a  voice.  I  think  he 
becomes  estopped  from  afterwards  raising  a  complaint,  when  the 
method  of  appealinc:  from  such  acts  of  local  officers  was  always  pro- 
vided in  these  contracts. 

Mr.  Keli.ey.  Of  course,  the  Emergency  Fleet  Corporation  always 
had  plenty  of  authority  under  the  law,  without  reference  to  any 
contract  with  the  Sloan  corporation,  of  protecting  its  interests  in 
that  plant? 

Mr.  Co8GRO\T5.  That  is  not  just  clear  to  me,  just  what  you  have  in 
mind,  Congressman? 

Mr.  Kelley.  Well,  when  the  Emergency  Fleet  Corporation  fo!ind 
itself  in  a  position  where  it  had  advanced  large  sums  of  money  to  a 
concern  like  this,  and  then  later  on  found  that  that  concern  was  not 
carrying  out  its  contract,  it  could  protect  itself,  both  under  the  con- 
tact and  under  the  general  statutory  regulations,  against  such  a  sit- 
uation as  that;  it  would  be  protected  both  under  its  contract,  and 
under  the  genernl  laws  of  the  country? 

Mr.  CosGROVE.  I  am  not  clear  as  to  what  you  mean  by  the  general 
laws  or  the  application  ? 

Mr.  Kelley.  Well,  the  Emergency  Fleet  Corporation  could  have 
commandeered  the  property  entirely,  could  it  not?  Could  it  not 
have  taken  it  over  and  paid  a  reasonable  rental  for  it  at  the  end  of  the 
war! 

Mr.  CosoROVE.  Yes:  T  think  it  could  have  commandeered;  but 
commandeering  in  the  face  of  a  contract  with  itself  was  fraught 
with  a  great  deal  of  danger  legally  to  itself.    It  is  one  thing  to  com- 
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mandeer  another  man's  property  with  whom  you  had  no  contrac- 
tual relations,  as  opposed  to  commandeering  a  plant  in  operation 
under  a  contract  with  you. 

Mr.  Kelley.  Well,  the  reason  for  commandeering  would  be  all  the 
sreater,  would  it  not,  in  a  case  of  this  kind,  where  you  had  advanced 
large  sums  of  money  and  where  you  were  convinced  that  a  large 
part  of  that  money  had  been  wasted  or  possibly  even  worse  than  that, 
and  where  no  progress  was  being  made,  where  you  had  been  re- 
quired to  pay  for  material?  Would  there  not  be  every  reason  in 
the  world  why  you  should  commandeer  in  a  case  of  that  kind  and  take 
absolute  control  of  the  business  and  go  on  turning  out  ships? 

Mr.  CosGROVE.  That  is  a  matter  of  opinion  upon  which  the  minds 
of  reasonable  men  would  differ  under  those  circumstances.  I  could 
not  say  just  what  anjr  of  us  would  have  done  had  we  been  in  that 
position.  I  can  readily  understand  that  the  Government  naturally 
would  not  be  desirous  of  commandeering  any  man's  property  if  it 
could  be  avoided. 

Mr.  Kelley.  Well,  don't  you  think  this  is  one  of  the  extreme  cases 
in  which  it  would  be  entirely  justified  ? 

Mr.  CosGROVE.  Possibly  Mr.  Sloan  was  such  an  eloquent  conversa- 
tionalist that  he  was  able  to  persuade  them  that  some  portion  of 
authority  or  near  authoritv  should  still  remain  in  him.  I  can  only 
guess  at  that.  I  am  not  familiar  with  the  conference  at  the  home 
office  in  which  this  matter  was  considered*  At  long  range  I  am  only 
a  guesser  at  what  happened. 

Mr.  Kelley.  Now,  does  it  appear  here  that  there  came  a  time 
when  Mr.  Blain  recommended  to  the  home  office  that  all  contracts 
or  certain  contracts  with  the  Sloan  corporation  be  canceled,  and  that 
the  work  be  transferred  to  another  or  other  corporations  in  Seattle 
and  neighboring  cities?  Do  you,  as  attomev  for  the  corporation, 
know  of  any  contemplated  action  of  that  kind  f 

Mr.  CosGROVE.  No,  sir.  I  heard  something  at  one  time,  late  in  1918, 
of  a  contemplated  transfer  of  the  conduct  of  the  Sloan  business. 

Mr.  Kelley.  To  what  corporation  ? 

Mr.  CosGRovE.  I  think  it  was  the  Grant-Smith-Porter  corporation ; 
and  at  that  time  Capt.  Blain  took  it  up  with  me,  and  I  told  him  that 
it  should  not  be  done,  because,  in  the  first  place,  I  did  not  think  it 
could  be  done,  and  it  would  only  make  matters  worse,  and  it  was  not 
done.  I  do  not  know  what  recommendations  he  sent  forward  to  the 
iiome  office,  but  I  know  it  was  not  done. 

Mr.  Kelley.  How  would  it  change  the  legal  situation  if  Capt. 
Blain  had  succeeded  in  putting  that  through  between  the  Sloan  inter- 
ests and  the  Government  ? 

Mr.  CosGROVE.  I  can  only  assume  that  was  intended  to  be  done, 
provided  Mr.  Sloan's  corporation  agreed  to  it.  I  did  not  under- 
stand from  Capt.  Blain  that  it  was  contemplated  that  the  plant 
was  to  be  forcibly  taken  from  the  Sloan  corporation,  and  operated 
by  some  one  else. 

Mr.  Kbijley.  Did  Mr.  Blain  consult  with  you  as  to  what  sort  of 
an  arrangement  would  be  feasible  from  a  legal  point  of  view  ? 

Mr.  CosGROvE.  Yes. 

Mr.  Kelley.  And  what  did  you  advise  him? 

Mr.  CosoROVE.  I  told  him  that  I  could  not  see  anv  wav. 
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Mr.  Kellbt.  That  it  could  be  done  at  all? 

Mr.  CosGROvE.  That  any  change  could  be  made.  That  the  only 
thing  to  do  was  to  proceed  as  they  were,  and  not  to  bring  in  any 
more  parties,  or  create  any  more  new  situations. 

Mr.  Ejbllet.  You  thought  it  should  go  along  as  it  was,  or  else 
be  thrown  into  a  receiver's  hands,  or  else  taken  over  by  the  Govern- 
ment by  commandeering ;  one  of  those  three  ways  ? 

Mr.  CosGROVE.  I  did  not  so  express  myself;  no,  sir. 

Mr.  Kelley.  I  thought  you  said  yesterday  that  you  thought  they 
should  be  in  the  hands  of  a  receiver  ? 

Mr.  CosGROVE.  That  was  my  personal  opinion. 

Mr.  Kelley.  Did  you  advise  Mr.  Blain  on  that  thing? 

Mr.  CosQROVE.  No;  not  at  these  later  conversations.  I  did  when 
the  matter,  was  first  presented  to  me  in  the  fall  of  1917. 

Mr.  Kelley.  What  would  be  the  legal  effect  on  the  contract  as 
far  as  the  Government  is  concerned  if  it  should  develop  that  much 
of  the  work,  or  some  of  the  work,  required  to  be  done  at  the  Olympia 
yard,  had  actualljr  been  diverted  into  other  yards  and  other  plants 
m  neighboring  cities,  and  not  permitted  to  be  finished  there  or  done 
there? 

Mr.  CosGRovE.  I  would  have  to  have  more  facts  than  that  to  be 
able  to  answer  the  question.  I  am  unable  to  know  the  cause  of  such 
being  done,  or  on  whose  direction. 

Mr.  Kelley.  If  the  fault  lay  in  the  Sloan  corporation  organiza- 
tion, the  Government  might  be  justified  in  pursuing  the  other 
course,  and  having  the  ships  finished  at  some  place  else,  even  under 
this  contract? 

Mr.  CosGROVE.  Assuming  that  the  Sloan  corporation  was  acting 
partly  through  Mr.  Sloan,  if  he  were  in  position  to  so  conduct  his 
corporation  tnrough  the  acting  manager,  he  could  either  build  these 
ships  at  the  plant  in  Olympia,  or,  if  the  emergency  arose,  do  any 
portion  of  the  work  some  place  else,  provided  there  was  no  subletting 
or  assi^iment  of  the  contract. 

Mr.  Kelley.  Is  there  a  claims  department  here  in  the  District 
organization  ? 

Mr.  Co8GRO\^.  Not  under  such  a  head. 

Mr.  Kelley.  Where  do  claims  go. 

Mr.  CosGROVE.  Claims  are  presented  at  the  local  office,  and  handled 
or  closed  here,  or  forwarded  to  the  home  office. 

Mr.  Kelley.  At  what  stage  do  disputed  claims  reach  you? 

Mr.  CosoROVE.  As  a  rule,  most  of  the  claims  come  here  without 
ever  reaching  me ;  I  could  not  tell  ^ou  the  stage. 

Mr.  Kelley.  It  is  when  a  question  of  law  is  involved  that  they 
reach  you? 

Mr.  CosGROVE.  It  is  only  at  such  times  that  it  is  thought  that  the 
contruction  of  the  contract  might  have  a  bearing  upon  the  action 
of  the  local  officers,  and  then  I  am  called  in  to  give  an  opinion. 

Mr.  Kelley.  So  that  the  business  of  the  office  passes  on  through, 
and  you  are  not  cognizant  of  any  of  it  except  when  the  district 
manager  turns  the  business  over  to  you,  or  when  the  auditor  turns  it 
over  to  you? 

Mr.  CoRGRovE.  No,  sir;  not  unless  I  just  happen  to  pick  it  up  as  I 
am  engaged  in  my  general  business,  but  most  of  it  passes  through 
without  coming  to  me. 
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Mr.  Kellet.  Do  you  handle  this  business  in  your- own  office,  or  in 
the  office  of  the  Fleet  Corporation  ? 

Mr.  CosGsovE.  In  the  office  of  the  Fleet  Corporation. 

Mr.  Kellet,  And  in  your  employment,  is  your  whole  time  given 
up  to  the  Fleet  Corporation,  or  are  you  in  general  practice  ? 

Mr.  CosGROVE.  I  have,  since  the  beginning,  kept  my  private  offices 
open,  but  I  have  devoted  practically  all  of  my  time  to  the  Fleet 
Corporation's  work.  I  have  been  on  the  job  whenever  they  wanted 
me,  and  the  Fleet  Corporation's  work  has  never  been  aelayed  a 
minute.  I  keep  a  man  down  in  my  office  in  the  Smith  Building,  and 
I  appear  just  enough  to  keep  the  nucleus  together  so  that  when  I  am 
through  here,  I  can  go  back. 

Mr.  E[ellet.  Do  you  render  bills  for  your  services  to  the  Fleet 
Corporation,  or  are  you  on  the  pay  roll  at  a  fixed  salary? 

Mr.  CosGRovE.  No;  I  am' on  a  salary. 

Mr.  Kellet.  Is  there  any  case  in  which  the  Fleet  Corporation  is 
involved,  which  you  are  handling  now  ? 

Mr.  CosGROVE.  There  is  some  Rtigation.  I  can  not  say  that  I  am 
handling  it,  but  I  am  assisting  in  the  handling  of  it.  The  Attorney 
General  of  the  United  States,  during  the  late  summer  of  1918, 1  am 
told,  desired  to  coordinate  all  of  the  litigation  against  the  depart- 
ment of  the  United  States,  and  at  that  time  demanded  and  secured 
an  understanding  with  the  general  counsel  of  the  Fleet  Corporation 
that  his  office  would  have  charge  of  litigation ;  but  wherever  litiga- 
tion arises  in  the  district  I  am  ready  and  do  assist  him ;  that  is,  the 
district  attornejvin  the  handling  of  that  litigation. 

Mr.  Kellet.  What  matters  are  pending  now  in  your  office? 

Mr.  CosGROVE.  We  have  one  suit  of  the  Union  Timber  Products  Co. 
against  the  Fleet  Corporation  for  $380,000,  which  was  begun  in 
April  or  May  of  1918.  I  at  that  time  went  to  thie  home  office  and 
gathered  the  records,  prepared  the  case,  and  had  it  removed  from 
the  State  to  the  Federal  court,  and  was  ready  for  trial;  I  had  the 
case  all  worked  up  when  the  Attorney  General  created  the  new  situa- 
tion. At  the  present  time  this  case  is  set  for  trial  on  the  20th,  I 
believe,  of  October,  of  this  year;  and  we  are  ready  for  trial. 

Mr.  Kellet.  That  grew  out  of  a  claim? 

Mr.  CosGROVE.  That  grew  out  of  a  claim  of  the  Union  Timber 
Products  Co.  alleged  to  have  come  about  because  of  a  breach  of  con- 
tract on  the  part  of  the  Fleet  Corporation. 

Mr.  Kellet.  Have  you  any  other  litigation  pending? 

Mr.  CosGROvE.  .No,  sir;  I  have  handled  some  embryonic  litigation, 
which  I  have  managed  to  get  rid  of  without  trials. 

Mr.  Kellet.  Did  you  settle  all  satisfactorily  to  the  home  office  ? 

Mr.  CosoROVE.  Yes,  sir;  whenever  I  can  settle  one  of  these  law- 
suits I  do  so  before  taking  the  matter  up  with  the  district  attorney. 

Mr.  Kellet.  Do  you  think  of  any  other  matters  which  are  in  your 
office  which  would  be  of  assistance  or  interest  to  the  committee  that 
we  have  not  inquired  into? 

Mr.  CosGROVE.  Pertaining  to  the  Sloan  matter? 

Mr.  Kellet.  Pertaining  to  any  matter  affecting  the  rights  of  the 
Government,  or  the  obligations  of  the  Government,  that  are  in  dis- 
pute? 
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Mr.  CosGROVE.  Well,  that  is  a  little  hard  for  me  to  answer,  Con- 
gressman. There  are  a  great  many  things  you  might  be  interested 
in,  and  I  would  not  know  it,  unless  you  wanted 

Mr.  Kelxey.  You  underetand  we  want  to  get  the  general  situation 
as  regards  the  rights  and  obligations  of  the  Government,  growing 
out  of  the  buidin^  of  ships  in  this  district.  If  there  is  anything  that 
we  have  not  inquired  into,  that  comes  within  your  official  knowledge, 
we  would  be  glad  to  have  you  suggest  anything  we  have  omitted. 

Mr.  CosGROVE.  I  have  no  problems  in  the  office  that  are  not  being 
taken  care  of.    I  have  no  gossip  to  give  out  to  anyone. 

Mr.  Kelley.  No;  we  do  not  want  gossip.  Are  there  any  claims, 
so  far  as  you  know,  growing  out  of  rejected  material,  that  has  passed 
and  have  gotten  to  the  stage  of  litigation,  or  are  under  consideration 
in  your  department? 

Mr.  CosGRovE.  Xot  to  the  point  of  litigation.  We  had  a  contro- 
versy with  Mr.  Wright,  of  the  Wright  Shipyards,  at  Tacoma,  con- 
cernmg  some  stern  tubes  and  some  stern  bearings  on  two  of  the  ships 
built  by  him,  the  Elissa  and  the  Elecfra. 

Mr.  Kelley.  Is  that  case  in  process  of  settlement  now  ? 

Mr.  C()SGROM5.  No;  the  case  has  been  taken  care  of  in  this  manner: 
Some  concern  in  Tacoma,  the  name  of  which  I  have  forgotten,  but  I 
can  readily  get  it  here,  furnished  some  stern  tubes  and  stern  bear- 
ings for  those  two  vessels,  and  they  were  installed  by  Mr.  Wright  in 
these  vessels.  He  was  building  a  hull-=-only  ship.  Those  parts  were 
supposed  to  be  supplied  by  the  Fleet  Corporation,  and  the  Fleet 
Corporation  purchased  from  another  dealer  stern  tubes  and  bearings 
for  those  vessels,  and  Mr.  Wright  defaulted  the  order  at  a  time  when 
the  Tacoma  firm  had  not  been  paid. 

Mr.  Kelley.  How  much  did  that  claim  amount  to? 

Mr.  CosGROVE.  It  amounted  to  about  $5,000. 

Mr.  Kelley.  Well,  it  was  a  small  claim. 

Mr.  CosoRovE.  Yes;  that  has  been  settled  in  this  way:  We  pur- 
chased the  claim  of  this  concern  in  Tacoma — the  claim  against  Mr. 
Wright  to  be  held,  and  used  and  considered  at  the  time  of  making 
a  settlement  with  Mr.  Wright.  They  brought  suit  Against  the  vessels, 
against  Mr.  Wright,  and  they  were  clearly  entitled  to  be  paid  by 
some  one.  We  really  had  received  their  goods  in  our  ships,  and  the 
question  came  up  whether  or  not  Mr.  Wright  had  the  authority  to 
purchase  that  material,  and  we  had  Mr.  Wright  in  the  office,  anci  the 
officials  of  the  Fleet  Corporation  whom  he  claimed  to  have  directed 
him  to  order  them,  and  Mr.  Wright  stated  positively  he  had  been 
given  such  instructions:  the  other  officials  did  not  remember  very 
much  about  it,  and  they  did  not  make  a  very  good  case,  and  that  is 
why  we  purchased  it. 

Mr.  Kelley.  Did  you  act  as  attorney  for  the  Fleet  Corporation, 
or  do  you  act  for  them  in  the  examination  of  titles  wherever  real 
estate  is  acquired? 

Mr.  CosoROVE.  I  have  never  done  so. 

Mr.  Kelley.  Who  examines  the  titles? 

Mr.  CosoRovE.  There  have  never  been  any  titles  examined  except 
the  title  to  the  Seattle  Construction  (^o.'s  property. 

Mr.  Kelley.  Who  examined  that? 

Mr.  CosGROvE.  Mr.  R.  S.  Terhune. 
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Mr.  Eellet.  Is  he  a  local  abstractor  or  an  attorney  i 

Mr.  CosGROVE.  He  is  a  local  attorney: 

Mr.  Kelley.  a  local  attorney  ? 

Mr.  CosoBovE.  Yes,  sir. 

Mr.  EEiiLEY.  You  had  nothing  to  do  concerning  the  abstract  or  the 
preparation  of  papers  in  that  transfer  at  all? 

Mr.  CosGRovE.  rfo;  that  was  handled  through  M.  Updyke,  of  the 
home  office ;  he  was  in  full  charge  of  the  matter. 

Mr.  KeliiEt.  Did  he  come  here? 

Mr.  CosGRovE.  No;  and  when  the  time  came  for  the  final  passing 
of  the  papers  from  the  Seattle  Construction  Co.  to  the  home  office,  I 
called  his  attention  to  the  fact  that  I  had  had  nothing  to  do  with  the 
deal  further  than  to  pass  upon  the  form  of  the  papers  prepared  here 
by  the  Seattle  Construction  Co.,  which  I  did,  tnat  part  of  it,  and  I 
was  not  going  to  be  responsible  for  the  title  of  any  other  thing,  upon 
which  I  received  a  wire  saying  I  must  immediately  examine  the  title. 
At  that  time  I  was  very  heavily  engaged  here  in  work  for  the  Fleet 
Corporation,  particularly  in  matters  of  housing  and  rentals,  and  I 
wired  him  it  was  hopelessly  impossible  for  me  to  examine  any  title ; 
that  he  would  have  to  get  some  one  else;  so  he  instructed  me  to  get 
some  one  else,  and  I,  for  him,  employed  Mr.  Terhune  to  make  tne 
examination. 

Mr.  Kellet.  Do  you  know  of  your  own  knowledge  as  to  what  the 
abstract  showed,  as  to  whether  the  title  was  clear  or  not?  Are  there 
anv  clouds  on  the  title  ? 

Mr.  CosGROVE.  I  do  not  think  there  are. 

Mr.  Kellet.  You  did  not  approve,  then,  the  work  of  Mr.  Terhune? 
Is  he  a  young  lawyer  or  an  experienced  lawyer? 

Mr.  CosoROVB.  He  is  quite  an  experienced  lawyer.  I  would  say 
that  I  am  satisfied  that  the  work  that  Mr.  Terhune  did  was  well  done. 
I  would  not  have  asked  him  to  do  the  work  had  I  not  been  confident 
that  it  would  be  well  done. 

Mr.  Kelley.  Who  held  the  mortgages  on  the  Seattle  Construction 
Co.'s  properties? 

Mr.  CosGROVE.  The  mortgages  were  held,  I  think,  by  the  Guaranty 
Trust  Co.  of  New  York.  That  was  one  of  them,  and  I  believe  Moran 
held  another  one.    I  am  not  sure.    I  am  not  positive  as  to  that. 

Mr.  Kelley.  Could  you  get  that  information  ? 

Mr.  CosGROVE,  I  think  so. 

Mr.  Kelley.  You  can  get  it  from  the  files  in  your  office,  can  you 
not? 

Mr.  CosGROVB.  Yes;  I  think  we  can. 

Mr.  JSjssjley.  Can  you? 

Mr.  Cosgrove.  I  think  so. 

Mr.  Kelley.  Then  I  think  we  had  better  get  that  information 

accurately. 
Mr.  CosGROVB.  I  have  a  copy  of  Mr.  Terhune's  opinion,  if  you 

wish  it. 

Mr.  Kelley.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Mr.  Hadlev. 

Mr.  Hadlby.  At  the  time  thaf  you  advised  the  receivership  of  the 
Sloan  properties,  in  December.  1917,  or  January,  1918,  as  the  case 
may  have  oeen 
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Mr.  CosGROVE.  No ;  it  was  prior  to  that.  It  was  about  the  time  that 
Mr.  Sloan  was  called  to  the  home  office,  which,  I  think,  was  in  No- 
vember of  1917. 

Mr.  Hadlbv.  At  that  time  was  the  Fleet  Corporation  a  creditor  of 
the  Sloan  corporation? 

Mr.  CosGROVE.  Well,  that  is  a  mixed  question  of  law  and  fact.  It 
was  not,  in  the  ordinary  sense,  a  creditor. 

Mr.  Hadley.  Would  it  have  had  a  status  under  the  existing  con- 
tractual relations  or  the  other  relations  which  it  sustained  to  the 
company  to  apply  for  a  receivership  ! 

Mr.  CosoRovE.  Yes;  because  in  this  State  a  corporation  may  be 

E laced  in  the  hands  of  a  receiver  upon  proper  showing  of  insolvency 
y  anyone  interested. 

Mr.  Hadlet.  That  is  why  I  asked  if  it  was  a  creditor.  If  it  was 
not  a  creditor,  how  is  it  otherwise  interested  to  the  extent  that  it 
would  have  a  status  within  that  interpretation? 

Mr.  Cosgro\t:.  As  I  said,  it  was  not  in  the  usual  sense,  a  creditor, 
but  legally  it  was  for  that  purpose,  because  it  had  heavily  invested  its 
money  under  contracts  with  this  concern,  and  whether  it  was  ahead 
or  behind  under  that  contract  would  be  a  matter  difficult  of  ascer- 
tainment if  it  were  pertinent  at  all. 

Mr.  Hadley.  Under  the  trust- fund  doctrine,  which  obtains  in  this 
State,  if  a  receivership  had  been  inaugurated  at  that  time,  what 
would  have  been  the  course  of  the  matter  as  to  its  assets  and  liabili- 
ties? Would  the  Fleet  Corporation  have  been  in  a  position  to  have 
realized  under  its  contract  whatever  its  interests  were? 

Mr.  CosGROVE.  No ;  I  do  not  think  so,  because  it  was  dealing  with  a 
concern  that  was  insolvent,  and  the  receiver  would  have  had  no  mon> 
assets  and  no  more  to  work  with  than  the  corporation  would  itself, 
and  whether  it  would  get  out  of  it  all  that  it  intended  to  get  out  of 
it  would  be  measured  by  the  ability  of  the  corporation  to  respond  to 
its  contracts. 

Mr.  Hadley.  The  basis  of  receivership  would  have  been  the  fact 
of  insolvency? 

Mr.  CosoRovE.  That  is  the  only  basis  I  know  of. 

Mr.  Hadley.  Exactly.  Then  the  Sloan  Corporation  was  insolvent 
at  the  time  you  speak  of? 

Mr.  CosGRovE.  I  think  it  was. 

Mr.  Hadley.  If  a  receivership  had  been  inaugurated,  either  one  of 
two  courses  could  be  pursued,  coult  it  not — one  the  wind-up  of  the 
affairs  of  the  corporation,  to  suspend  business  and  close  it  out,  and 
the  other  to  operate  upon  a  proper  showing  to  the  court? 

Mr.  CosGROvE.  Yes ;  that  is  nght. 

Mr.  Hadley.  Was  it  your  judgment  at  that  time,  or  had  you  inves 
tigated  to  the  extent  of  forming  an  opinion,  that  it  would  be  feasible 
to  operate  the  properties  in  the  name  of  a  receiver,  under  the  direc- 
tion of  the  court,  in  case  a  receivership  was  inau^rated  ? 

Mr.  CosGROvE.  That  I  had  formulated  no  opinion  concerning. 

Mr.  Hadley.  Your  first  advice  was  as  to  the  best  course  to  pursue, 
in  your  judgment? 

Mr.  CosGRovE.  At  the  moment. 

Mr.  Hadley.  That  there  would  be  a  secondary  question  to  be  deter- 
mined upon  later. 
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Mr.  C08GROVE.  Yes,  sir. 

Mr.  Hadlet.  As  a  matter  of  fact,  I  think  some  one  has  stated  in 
the  course  of  the  hearing  that  there  is  one  pending  receivership  in 
which  the  property  is  being  operated? 

Mr.  CosQROVE.  Yes ;  that  is  correct. 

Mr.  Hadley.  Or  the  business  continued  ? 

Mr.  CosoRovE.  Yes. 

Mr.  Hadley.  Will  you  state,  as  briefly  as  may  be,  the  reason  why, 
in  your  judgment,  it  is  more  practicable  and  feasible  to  proceed 
through  an  arm  of  the  court  in  the  name  of  a  receiver  than  through 
the  confused  contractual  relations  about  which  you  have  testified  ? 

Mr.  C086SOVE.  Had  there  been  a  representative  of  the  court  and  of 
interested  parties,  such  as  a  receiver,  in  charge  of  the  business,  there 
would  always  have  been  a  clear-cut  understanding  of  the  relation- 
ships and  duties  qf  all  parties.  There  would  have  been  no  oppor- 
tunity for  imaginary  and  fictitious  claims,  such  as  I  think  have 
arisen  in  the  Sloan  matter  at  the  present  time. 

Mr.  Hadley.  Notwithstanding  the  insolvency  of  the  company  at 
that  time,  as  you  believe  it  to  have  existed,  it  is  a  fact,  is  it  not,  that 
the  Fleet  Corporation  proceeded  to  make  further  advances  and  in- 
vestments, directly  or  indirectly,  in  the  business  of  the  corporation? 

Mr.  C08GKOVE.  At  the  time  of  the  first  agreement — that  is,  the  first 
time  of  the  tripartite  agreement,  y^hich  is  the  first  mandatory  agree- 
ment — about  December  1,  1917,  I  do  not  believe  that  the  Fleet  Cor- 
poration had  advanced  to  the  Sloan  corporation  any  sums  of  conse- 
quence, beyond  the  preliminary  first  payment  that  was  due  within 
30  days  after  the  signing  of  the  contract,  and  upon  certificates.  After 
the  1st  of  December,  1917,  I  think  such  sums  as  were  advanced  were 
advanced  under  that  contract,  which  provided  for  such  advancements 
as  were  also  provided  for  under  the  May  1  agreement ;  and  I  think 
the  Fleet  Corporation  has  done  more  than  that.  It  has  advanced 
heavily  beyond  the  amounts  it  was  required  to  advance  in  either  the 
December  1  or  May  1  agreement.  It  has  put  in,  in  the  red,  on  this 
contract  very  large  sums  of  money  over  and  above  what  it  was 
obligated  to  pay. 

Mr.  Hadley.  Having  in  mind  that  it  was  making  these  advance- 
ments to  this  insolvent  corporation,  as  you  believed  it  to  have  been, 
assuminj?  that  to  be  a  fact,  what,  if  anything,  did  it  take  in  the  way 
of  securities  to  protect  it  on  its  advances? 

Mr.  CosoROVE.  It  secured  a  mortgage  on  the  Sloan  plant  at 
Olympia,  the  Capital  City  Iron  Works  properties,  and  the  Anacortes 
property,  and  retained  full  control  of  all  moneys.  No  further 
money  was  paid  directly  to  the  Sloan  Shipyards  Corporation. 

Mr.  HADUBr.  Have  you  knowledge  of  the'  value  of  the  securities  at 
the  time  of  the  mortgage? 

Mr.  CosGROVE.  No,  sir. 

Mr.  Hadley.  Were  you  asked  to  investigate  that  question? 

Mr.  CosGROVE.  No,  sir.     Judge  Bogle  was  handling  that  entirely. 

Mr.  Haduby.  Oh,  yes;  pardon  me;  that  was  covered  yesterday. 

Mr.  CosoROVE.  Yes,  sir. 

Mr.  Haduby.  He  had  that  in  hand  ? 

Mr.  CosGROVB.  Yes,  sir. 

Mr.  Hadley.  Do  you  know  whether  he  was  called  upon  by  the 
corporation  to  investigate  the  matter  or  not? 
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Mr.  CosGRO\'E.  No,  sir. 

Mr.  Hadley.  You  do  not  know  ? 

Mr.  CosGRovE.  No,  sir. 

Mr.  Hadley.  When  other  advances  were  made  to  other  concerns, 
if  there  were  advances,  were  you  consulted  as  assistant  counsel  in 
regard  to  them?  I  will  put  the  question  in  this  way:  Were  there 
any  instances  brought  to  your  personal  attention  for  advice  where 
advances  were  being  made  by  the  Fleet  Corporation  ? 

Mr.  CosGROVE.  Just  now  I  do  not  have  any  in  mind. 

Mr.  Hadley.  Do  you  know,  as  a  matter  of  fact,  whether  advances 
in  considerable  sums 

Mr.  CosGRo\T..  I  will  answer  that,  yes,  in  connection  with  the  re- 
ceivership of  Meacham  &  Babcock;  yes;  I  am  familiar  with  that. 

Mr.  Hadley.  You  were  called  upon  to  advise  the  corporation  in 
the  Meacham  &  Babcock  case? 

Mr.  Co8GRO\'E.  Yes. 

Mr.  Hadley.  Prior  to  the  receivership  ? 

Mr.  CosGROVE.  Prior  to  and  afterwards. 

Mr.  Hadley.  Yes ;  but  I  have  reference  to  the  time  of  making  the 
advances ! 

Mr.  CosGRovE.  No ;  not  concerning  any  advances  which  were  made 
prior  to  the  receivership ;  no. 

Mr.  Hadley.  Were  you  called  upon  as  assistant  counsel  for  the 
Fleet  Corporation,  to  advise  them  in  regard  to  their  relations  to  the 
receivership  ? 

Mr.  CosGROVE.  Yes,  sir. 

Mr.  Hadley.  It  was  not  until  after  the  firm  had  become  involved 
in  the  receivership  that  the  Fleet  Corporation  called  on  you  for  ad- 
vice in  regard  to  monetary  advances ;  that  is,  assuming  that  advances 
had  been  made  after.  It  may  not  be  the  fact.  Were  there  advances 
made  by  the  Fleet  Corporation  before  the  receivership? 

Mr.  UosoROVE.  I  think  there  were.  I  think  there  were  advances 
made.  Whether  or  not  there  were  advances  was  not  always  to  me 
certain ;  I  <»uld  not  state. 

Mr.  Hadley.  When  you  refer  to  advances,  I  presume  you  have 
reference  to  sums  of  money  placed  with  the  corporation  under  the 
contract  as  advance  payments  on  work  upon  which  it  had  contracted, 
as  distinguished  from  a  loan  where  no  contract  existed? 

Mr.  CosoROVE.  It  is  a  little  difficult  for  me  to  answer  you,  because 
I  want  to  be  perfectly  correct  in  mv  answer.  In  the  fall  of  1918 
the  auditor's  reports  showed  that  ttie  Meacham  &  Babcock  Ship- 
building Corporation  was  in  a  rather  difficult  situation  financially, 
and  the  Fleet  Corporation  had  been  furnishing  moneys,  not  only  tHe 
amounts  which  were  due  as  progress  payments  but  I  believe  it  had 
been  furnishing  other  moneys,  which  probably  could  be  called  ad- 
vances. It  was  always  understood  that  thev  were  to  be  settled  some 
time  in  the  future  claims  for  extras,  and  I  tkink  these  advances  were 
made  as  against  what  we  considered  might  be  proper  extra  charge'? 
later  on. 

Mr.  Hadley.  How  were  the  advances  secured? 

Mr.  CosGRovE.  Well,  the  advances  were  handled  through  a  con- 
trolled account  and  were  intended  to  reach  the  necessary  and  im- 
mediate needs  of  the  corporation ;  and  so  far  as  I  know",  were  hoi 
secured  by  any  mortgage  or  collateral  of  anv  kind. 
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Mr.  Hadley.  How  was  the  Fleet  Corporation  to  be  protected  in 
advances  that  were  not  secured? 

Mr.  CosGROVE.  The  only  way  it  could  be  protected  would  be  to 
keep  such  a  bookkeeping  account  that  it  would  know  that  it  was  not 
advancing  more  money  than  would  probably  be  due  from  such  items 
as  extra  charges  or  charges  for  extras. 

ilr.  Hadley.  Were  there  any  loans  a^  distinguished  from  ad- 
vances, as  far  as  you  know  ? 

Mr.  CosGROvE.  ^o;  I  won't  say  thefe  were  not,  but  I  don't  know 
of  any. 

Mr.  Hadley.  I  said  as  far  as  you  know  ? 

Mr.  Co8GRO\-E.  No. 

Mr.  Hadley.  Were  there  any  other  purchases  of  realty  than  the 
Seattle  Construction  &  Drydock  purchase? 

Mr.  C<)sgro\'e.  No. 

Mr.  Hadley.  Were  you  consulted  with  regard  to  the  execution  of 
contracts  which  the  Fleet  Corporation  was  making  in  the  local  dis- 
trict? 

Mr.  Cosgrove.  Ship  contracts? 

Mr.  Hadley.  Yes. 

Mr.  CosGRO^^.  No,  sir. 

Mr.  Hadley.  Who  passed  upon  the  responsibility  of  the  parties 
and  the  advisibility  of  contracts  in  the  case  of  ship-construction 
work? 

Mr.  Cosgrovt:.  Well,  that  was  not  always  the  same.  In  the  be- 
ginning, of  course,  there  were  but  few  yards  here,  and  all  were 
strangers  at  the  home  office.  Capt.  Pillsbury  was  in  charge  on  the 
Pacific  coast  for  some  considerable  period  of  time.  He  had  the 
letting  of  a  large  number  of  these  contracts,  and  Capt.  Blain  at  this 
office  worked  under  and  through  Capt.  Pillsbury,  of  San  Francisco, 
and  I  believe  the  home  office  called  for  at  that  time  from  Capt.  Pills- 
bury and  possibly  Capt.  Blain — in  some  instances,  I  am  sure  they 
did,  and  in  others,  I  do  not  know — as  to  those  contracts,  whether 
thev  should  or  should  not  be  let.  Later  on,  I  think  the  home  office 
rather  grew,  I  think,  into  the  practice  of  letting  contracts  upon  its 
own  acquaintance  with  and  knowledge  of  the  contractors  without 
asking  any  recommendation  of  the  local  officials. 

Mr.  HADiJiiY.  That  is  all. 

Mr.  Kelley.  I  have  just  one  other  question,  Mr.  Chairman:  The 
Sloan  properties  were  operated  under  three  corporations  for  a  con- 
siderable perioil  of  time  after  you  became  assistant  counsel  for  the 
Shipping  Board  ? 

Mr.  Cosgrove.  Yes,  sir. 

Mr.  Kelley.  Who  prepared  the  papers  consolidating  the  three  cor- 
porations into  one  ? 

Mr.  Cosgrove.  Judge  Bogle.  Pardon  me,  it  had  never  been  con- 
solidated in  the  sense  that  the  Anacortes  Co.  and  the  Capitol  City 
Iron  Works  had  been  extinguished  as  legal  entities.  That  has  not 
been  done,-as  T  understand  it,  but  the  stock  of  those  two  corporations 
has,  as  I  understand  it,  been  purchased  by  the  Sloan  corporation  and 
ii5  held  by  the  Sloan  corporation,  but  the  legal  entities  still  exist. 

Mr.  Kelley.  There  is  no  statute  in  this  State  preventing  one  cor- 
poration from  holding  stock  in  another  ( 


310  SHIPPING  BOAKD  OPERATIONS. 

Mr.  CosGROVE.  No,  sir;  not  now. 

Mr.  Kelley.  What? 

Mr.  CosGROVE.  Not  now ;  there  used  to  be  a  good  many  years  ago. 

Mr.  Kelley.  But  did  not  Capt.  Blain  talk  to  you  about  this  con- 
solidation before  it  was  consummated  ? 

Mr.  CosGRO\^.  No,  sir;  I  do  not  think  that  Capt.  Blain  had  any- 
thing to  do  about  it,  or  fcnew  very  much  about  it.  I  think  it  was 
handled  between  Mr.  Stern  and  Judge  Bogle. 

Mr.  Kelley.  By  whom? 

Mr.  CosGROVE.  By  Mr.  Stern  at  the  home  office  and  Judge  Bogle. 

Mr.  KJBLLEY.  Does  it  not  seem  a  little  odd  that  a  transaction  in- 
volving a  purely  local  situation  should  be  handled  from  the  home 
office  ? 

Mr.  CosGRovE.  That  has  often  happened. 

Mr.  Kelley.  Are  you  sure  that  Mr.  Blain  did  not  know  about  it! 

Mr.  CosGROVE.  Oh,  or  course  not. 

Mr.  Kelley.  I  mean  are  you  sure  that  he 

Mr.  CosGROVE.  I  feel  quite  confident  that  he  did  not.  From  my 
knowledge  of  the  general  handling  of  that  business  I  could  quite 
readily  assume  that  no  one  out  here  had  very  much  to  say  about  it,  or 
had  much  knowledge  of  it. 

Mr.  Kelley.  You  explain  Mr.  Bogle's  connection  with  it  on  the 
.ground  that  his  name  is  evidently  on  file  down  here  as  attorney  for 
the  Shipping  Corporation  in  this  district? 

Mr.  CosGROvE.  Oh,  no. 

Mr.  Kelley.  And  yours  was  sidetracked  in  some  way  ? 

Mr.  CosGROVE.  As  I  understand  it,  Judge  Bogle  and  Judge  Payne 
had  been  long-time  friends;  and  Judge  Payne,  when  this  matter 
came  up,  directed  Mr.  Stem  to  take  it  up  with  the  only  person  whom 
he  knew  in  Seattle,  who  was  Judge  Bogle. 

Mr.  Ejelley.  Has  there  been  any  attempt,  as  far  as  you  know,  to 
make  Judge  Bogle  the  attorney  for  the  Shipping  Board  in  this  dis- 
trict permanently? 

Mr.  CosGROVE.  No,  sir. 

Mr.  Kelley.  Or  any  other  lawyer  in  Seattle? 

Mr.  CosGROVE.  Well,  I  have  understood  that  there  was  some  con- 
siderable activity  along  that  line. 

Mr.  Kelley.  But,  if  you  know  absolutely  about  it,  what  activity 

has  there  been  ? 

Mr.  CosGROVE.  Recognizing  the  congressional  committee  is  entitled 
to  any  information  that  it  desires  I  answer,  even  though  it  may  be 
distressingly  personal.  In  the  summer  of  1918  when  Mr.  Piez,  Mr. 
Schwab,  and  Mr.  Cuthell  were  on  their  tour  of  this  district  a  tele- 
gram was  sent  by  the  assistant  to  Mr.  Hurley,  received  at  Portland, 
directing  the  placing  of  another  gentleman  in  this  city  in  the  posi- 
tion of  assistant  local  counsel.    I  saw  that  telegram. 

Mr.  Kelley.  Do  you  think  the  fact  that  nearly  all  of  these  im- 
portant transactions  which  ordinarily  would  have  come  to  you  for 
supervision,  but  which  went  to  some  one  else,  was  a  studied  attempt 
to  evade  your  office ;  or  was  it  mere  chance  t 

Mr.  Cosgrove.  Not  so  far  as  Judge  Bogle  was  concerned;  no. 
That  was  a  proper  accident.    That  was  quite  natural. 

Mr.  Kellef.  So  far  as  the  management  of  the  district  office  was 
concerned  here,  what  would  you  say? 
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Mr.  CosGROYE.  I  do  not  get  your  question. 

Mr.  E^ELLET.  You  do  not  attribute  the  fact  that  so  many  of  these 
important  cases  were  directed  to  others,  to  any  suggestion  of  the 
district  office  here  or  the  management  here? 

Mr.  CiosGHOYE.  I  do  not  think  so.  I  do  not  think  any  matters  were 
ever  directed  to  any  other  counsel  here  except  Judge  Bogle. 

Mr.  Kellet.  And  that  came,  you  think,  because  of  certain  friend- 
ships at  the  home  office  for  Judge  Bo^le? 

Mr.  CosGROVE.  I  think  that  was  quite  natural  and  quite  proper. 

Mr.  Kellby.  Was  Judge  Bogle  the  one  suggested  to  take  your 
place  as  assistant  counsels 

Mr.  CosGBOVE.  Jfo,  sir. 

Mr.  Kellet.  I  do  not  know  as  it  is  of  particular  importance,  but 
do  you  know  who  was  to  take  the  place — who  was  suggested?  I 
leave  that  entirely  to  vou.  If  you  do  not  care  to  do  it,  because  you 
will  have  to  live  in  Seattle  afterwards? 

Mr.  CosGROvE.  Well,  I  will  get  along  all  right,  one  way  or  the 
other.    It  makes  no  difference  to  me. 

Mr.  Kellet.  Yes. 

Mr.  CosoRovE.  Mr.  Kobert  Oldham. 

Mr.  Kellet.  Is  he  in  a  firm  here? 

Mr.  CosGROVE.  Yes. 

Mr.  Kellet.  What  is  the  name  of  the  firm? 

Mr.  CosGRovE.  Bausman  &  Oldham. 

Mr.  Kellet.  When  large  sums  of  money  were  advanced  to  differ- 
ent corporations,  so  far  as  your  department  is  advised,  did  the  Gov- 
emment  inquire  into  the  titles  to  the  properties  owned  by  the  cor- 
porations receiving  these  advances? 

Mr.  CosGROVB.  So  far  as  I  know,  they  did  not. 

Mr.  Kellet.  You  have  not  in  mind  a  single  case  where  the  Gov- 
ermnent  inquired  into  the  legality  of  the  title  to  any  properties  held 
by  any  corporations  receiving  money  through  your  office? 

Mr.  CosGROVE.  Yes;  I  will  have  to  quali^  that  statement.  In  the 
matters  which  I  had  anything  to  do  with,  that  always  would  have 
been  done.  In  the  case  of  Standifer  Construction  Co.,  at  Vancouver, 
when  the  corporation  furnished  money  for  housing  and  plant  ex- 
tension, the  titles  to  those  properties  were  examined. 

Mr.  Kellet.  But  not  the  title  to  the  manufacturing  plant? 

Mr.  CosGROVE.  Yes. 

Mr.  ICellet.  And  other  property? 

Mr.  CosGROVE.  Yes;  that  covered  that,  because  the  plant  extension 
agreement  provided  for  a  mortgage  covering  the  steel  and  wood 
yards. 

Mr.  Kellet.  You  are  speaking  now  of  that  particular  instance, 
that  particular  concern,  and  not  generally  ? 

Mr.  CosGROVE.  That  is  the  excei)tion  to  my  statement. 

Mr.  Kellet.  That  is  the  exception  to  the  rule  that  you  stated  in 
the  beginning? 

Mr.  Cosgrove.  Yes. 

Mr.  KEMiET.  That  no  abstract  of  title  was  required  by  the  Gov- 
ernment? 

Mr.  Cosgrove.  Not  so  far  as  I  know. 

Mr.  Kellet.  And  you  were  never  required,  at  least,  to  ? 
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Mr.  CJosGROVE.  I  had  no  opportunity  to  ask  for  one. 

Mr.  KJESLLBT.  And  nobody  asked  you  ever  to  examine  the  titles 
to  properties?  Owned  by  corporations  to  which  large  advances  were 
being  made? 

Mr.  CosGROVE.  No,  sir ;  in  the  case  of  the  Standif er  Co. 


Mr.  Kbllbt.  Except  the  one  you  mentioned? 
Mr.  CosGROVB.  I  did  not  examine 


that  title  myself,  but  I  asked 
Mr.  Beckett,  who  is  the  corporation  counsel  at  Portland,  represent- 
ing the  wood  division  there,  to  secure  me  an  examiner  of  those  titles, 
in  as  much  as  they  were  Oregon  titles,  and  I  preferred  to  have  an 
Oregon  attorneypass  on  Oregon  titles,  so  did  not  examine  that. 

Mr.  Foster.  Who  were  the  local  attorneys  for  Skinner  &  Eddy,  do 
you  know? 

Mr.  CosGROVE.  Hastings  &  Stedman. 

The  Chairman.  Was  there  any  practice  in  the  district  office,  Mr. 
Cosgrove,  whereby  claims  presented  to  the  Fleet  Corporation  were 
submitted  to  you  before  they  were  transmitted  to  Philadelphia  ? 

.  Mr.  Cosgrove.  There  is  not  any  such  general  practice.    There  may 
have  been  an  isolated  instance^  although  I  do  not  now  recall. 

The  Chairman.  Were  certain  claims  presented  to  you  before  they 
were  sent  to  Philadelphia? 

Mr.  Cosgrove.  There  may  have  been  some  isolated  ones;  I  do  not 
recall. 

The  Chairman,  Do  you  know  whether  or  not  the  Grays  Harbor 
Motor  Ship  Corporation  has  claims  pending  against  the  Fleet  Cor- 
poration? 

Mr.  Cosgrove.  I  assume  it  has ;  I  have  no  personal  knowledge  of  it. 

The  Chairman.  Were  you  consulted  with  reference  to  matters  at 
the  Grays  Harbor  Motor  Ship  Corporation's  plant  from  time  to 
time  ? 

Mr.  Cosgrove.  Very  seldom ;  I  was  on  occasion. 

The  Chairman.  Were  you  ever  consulted  on  the  question  of  cancel- 
ing their  contract  or  taking  over  their  yard  ? 

Mr.  Cosgrove.  No. 

The  Chairman.  Were  you  ever  consulted  with  reference  to  their 
constructing  vessels  without  their  being  inspected  by  the  American 
Bureau  of  Shipping? 

Mr.  Cosgrove.  No.  I  discovered,  though,  early  in  the  construction 
program  of  the  yard,  that  there  was  a  difficulty  existing  on  account 
of  a  question  with  the  American  Bureau.  The  American  Bureau  ap- 
parently declined  to  pass  the  vessels  as  constructed ;  but  it  did  not 
come  to  me  by  way  of  any  request  for  action  or  opinion. 

The  Chairman.  So  that  with  reference  to  the  matters  between  the 
Fleet  Corporation  and  the  Grays  Harbor  Motor  Ship  Corporation 
you  have  no  knowledge  as  the  result  of  matters  being  referred  to  you 
for  any  action  or  opinion? 

Mr.  CosGROVE.  Not  pertaining  to  claims. 

The  Chairman.  Well,  any  other  matters? 

Mr.  Cosgrove.  Yes. 

The  Chairman.  What,  for  instance? 

Mr.  Cosgrove.  I  had  one  matter  which  came  up  concerning  the 
property  of  the  Lindstrom  Shipbuilding  Co.,  which  property  was 
adjacent  to  the  shipbuilding  plant  of  the  Grays  Harbor  Motor  Ship 
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Corporation.  A  suit,  it  seems,  had  been  started  by  some  gefntleman 
whose  name  I  do  not  have  on  the  end  of  mv  tongue — ^by  Mr.  Edward 
Lowe,  of  Grand  Rapids,  Mich.,  for  the  foreclosure  of  a  mortgage 
of  this  property.  This  property  held  under  lease  by  the  Grays  Har- 
bor Shipbuilding  Co.  from  the  Lindstrom  Shipbuilding  Co.,  and 
upon  this  property  was  placed  a  large  proportion  of  the  installation 
plant  of  me  Grays  Harbor  Motor  Ship  Corporation;  and  while 
that  corporation  was  peacefully  building  ships  tney  found  themselves 
a  party  to  a  mortgage  foreclosure.  Evidently  they  had  not  examined 
the  title  when  they  got  the  lease,  and  there  was  a  mortgage  of  record 
and  that  was  resisted  on  the  part  of  the  Grays  Harbor  Motor  Ship 
Corporation,  and  information  was  sent  on  to  the  home  office,  and 
apon  a  wire  from  the  assistant  general  counsel  there  I  made  in- 
quiries here,  obtaining  the  facts,  and  recommended  that  the  home 
ofiSce  notify  Mr.  Lowe  that  if  he  did  not  behave  himself  we  would 
take  his  propertv  from  him  under  the  authority  given  by  Congress. 
It  seems  to  be  a  nold-up  on  the  part  of  Mr.  Lowe,  who  was  the  prin- 
cipal stockholder  and  owner  of  the  Lindstrom  Shipbuilding  Co., 
an  attempt  to  squeeze  the  Grays  Harbor  Motor  Ship  Corporation,  or 
the  Government,  on  account  of  the  necessities  of  the  situation:  Mr. 
Lowe  was  given  that  notice  by  the  home  office.  Since  that  time  I  have 
been  informed  that  the  Grays  Harbor  Motor  Ship  Corporation  and 
Mr.  Lowe  and  the  Lindstrom  Shipbuilding  Co.  have  settled  the  diffi- 
culty. 

The  Chairman.  Did  you  see  that  notification  from  the  home  office 
to  Mr.  Lowe? 

Mr.  CosGRovE.  I  think  I  have  a  copy  of  that  in  my  office. 

The  Chairman.  How  about  the  Allen  Shipbuilding  concern;  were 
any  matters  relating  to  that  ever  referred  to  you  ? 

Mr.  CosGROVE.  Yes ;  when  Mr.  Schwab,  Mr.  Piez,  and  Mr.  Cuthell 
were  here  in  1918  I  endeavored  to  help  Mr.  Piggott  out  of  the  situa- 
tion which  was  bad  for  the  Fleet  Corporation  and  for  the  Allen  Co. 
It  was  this :  Upon  what  in  effect  were  commitments,  the  Allen  Co. 
was  building  a  vessel,  and  would  ordinarily  have  coming  to  it  at  that 
time  its  fourth  progress  payment,  and  it  was  imable  to  receive  any 
money  or  proceed  any  further,  because  the  home  office  insisted  that 
they  could  not  give  it  any  more  money  or  recognize  anything  because 
the  vessel  had  no  hull  number ;  and  it  had  no  hull  number  because 
it  had  no  formal  contract ;  and  I  took  the  matter  up  with  Mr.  Cuthell 
and  insisted  that  it  was  the  proper  thing  that  it  we  were  to  have 
contracts  that  they  be  reduced  to  proper  form ;  that  the  home  office 
had  virtually  conmiitted  itself  to  this  contract  for  the  building  of  this 
ship;  and  that  contract  was  afterwards  executed. 

The  Chairman.  How  about  the  Puget  Sound  Bridge  &  Dredging 
Co.?    Were  matters  in  regard  to  that  referred  to  youf 

Mr.  CosoROVK.  Yes.  Early  in  the  construction  work  of  that  cor- 
poration for  the  fleet  Corporation  I  was  called  in  by  Mr.  Piggott, 
and  I  found  this  situation:  The  Puget  Sound  Bridge  &  Dredging 
Co.  and  the  Fleet  Corporation  had  entered  into  a  contract  for  the 
building  of  eight  hulls.  Those  eight  hulls  were  to  be  built  according 
to  the  Grays  Harbor  Motor  Ship  Corporation's  drawings,  and  the 
specifications  were  Ferris.  That  might  be  a  little  more  illuminating 
to  you  if  I  were  to  explain  to  yon  that  the  Grays  Harbor  Motor  Ship 
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Co.'s  drawings  were  provided  for  twin-screw  vessels  and  Ferris  for 
single  screw.  That  situation  created  difficulties  for  the  contractors; 
they  were  unable  to  build  both  types  of  vessels;  and  immediately  the 
American  Bureau  of  Shipping  took  a  hand,  and  directed  many 
changes,  which  the  Puget  Sound  Bridge  &  Dredging  Co.  would  not 
make  unless  they  were  allowed  for  extras.  The  matter  hung  fire 
for  a  considerable  length  of  time;  and  when  Mr.  Piggott  went  back 
to  the  home  office,  in  the  spring  of  1918,  about  the  tmie  of  the  big 
German  drive,  there  was  considerable  alarm  felt,  and  the  necessity  for 
wooden  vessels  was  apparent,  and  it  was  thought  that  a  larger  vessel 
than  the  Ferris  vessel  was  the  proper  vessel  to  build.  The  Hough  & 
Daugherty  types  seemed  then  to  be  in  favor,  as  opposed  to  Ferris, 
and  Mr.  Piggott  then  had  a  draftsman  in  his  office  at  that  time  by 
the  name  of  Geary,  quite  a  competent  architect,  who  was  working  on 
a  modification  of  the  Daugherty  type,  and  an  agreement  was  made 
between  Mr.  Hayworth.  down  at  the  home  office,  representing  the 
wood  division,  and  Mr.  Piggott  and  Mr.  Hedges,  of  the  Puget  Sound 
Bridge  &  Dredging  Co.,  that  they  would  proceed  and  build  the  last 
six  of  these  eight  vessels  according  to  the  plans  that  were  to  be  of 
what  we  called  here,  or  what  was  called  in  this  office,  the  Geary  type, 
which  was  a  modification  of  the  Daugherty  type,  and  they  were 
known  around  here  as  the  "  honor  "  vessels. 

The  Chairman.  The  what? 

Mr.  CosGRovE.  The  "  honor  "  vessels.  Mr.  Hayworth,  Mr.  Piggott, 
and  Mr.  Hedges  agreed  that  these  vessels  should  be  built,  and  the 

?rice  to  be  paid  the  contractors  should  be  agreed  upon  between  Mr. 
iggott  ana  Mr.  Hedges  for  the  Puget  Sound  Bridge  &  Dredging 
Co.;  and  if  they  could  not  agree,  Mr.  Hayworth  would  determine 
it.  This,  of  coui-se,  produced  a  difficult  situation  afterwards.  The 
contractor  proceedecf  to  the  building  of  the  ships,  and  has  built 
what  is  thought  to  be  a  very  high-class  vessel  of  that  type,  but  no 
settlement  or  no  arrangement  was  ever  able  to  be  made  for  the  pay- 
ment to  the  contractor.  He  received  at  all  times  the  progress  pay- 
ments which  would  usually  be  awarded  for  ships  under  the  original 
contract.  It  was  a  small  ship,  and  he  was  steadily  running  behind 
on  that.  Last  winter,  in  January  or  February,  the  contractor  went 
to  the  home  office  and  there  endeavored  to  get  a  clearer  statement  of 
his  contract  and  a  settlement;  and,  I  believe,  in  May  a  redrafted 
contract  was  made  at  the  home  office  covering  this  situation.  I  may 
be  saying  many  things  to  you  that  you  do  not  want  me  to  say  or  do 
not  care  to  hear. 

The  Chairman.  That  is  all  right ;  I  want  to  know 

Mr.  CosGRovE.  But  I  hardly  know  what  you  want. 

The  Chairman.  We  want  a  history  of  the  matters  that  were  re- 
ferred to  you.  Is  it  not  a  fact,  Mr.  Cosgrove,  in  this  office  the  usual 
practice  was  for  Mr.  Piggott  and  others  to  go  ahead  and  enter  into 
arrangements  and  agreements  which,  if  done  by  a  private  concern, 
would  usually  only  oe  done  after  consulting  with  the  legal  repre- 
sentative of  the  concern ;  but  in  this  office  it  was  done  wiuiout  con- 
sultation, and  after  matters  began  to  get  tangled  up,  they  would 
then  refer  them  to  you  or  to  the  legal  representative  of  the  office! 

Mr.  C08OROVE.  I  think  Mr.  Piggott  did  a  good  many  things  which, 
in  his  enthusiasm,  caused  him  to  forget  ordinary  caution  and  which 
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he  did  not  present  to  the  legal  division.  I  could  not  say  that,  though, 
on  part  of  Capt.  Blain ;  I  found  him  quite  ready  and  willing  to  call 
in  the  le^al  department  on  almost  every  subject. 

The  Chairman.  But  Mr.  Piggott  made  it  a  practice  to  consult 
afterwards  rather  than  before,  quite  often? 

Mr.  CosoROVE.  Well,  he  did  not  consult  very  much  at  all.  I  do 
not  say  that  by  way  of 

The  Chairman.  Well,  there  were  situations  with  reference  to 
which  a  consultation  had  to  be  called  either  by  him  or  Capt.  Blain 
or  others? 

Mr.  CosGROvE.  Yes. 

The  Chairman.  Mr.  Cosgrove,  I  am  going  to  ask  you  to  suspend 
now,  if  you  will.  1  desire  to  hear  Capt.  Hustad.  We  had  expected 
to  call  him  to-morrow,  but  I  understand  that  it  will  not  be  conven- 
ient for  Capt.  Rustad  to  appear  then,  so  that  if  you  are  willing  to 
suspend  for  a  while  we  will  send  for  you  later ;  or  you  can  remain. 

Mr.  Cosgrove.  All  right. 

TESTIMOHT  OF  CAPT.  SYEBSE  EUSTAD,  ACTING  DT  CHAEOE  OF 
WOOD-SHIP   COHSTETTCTION,    KOBTHEBIT    PACIFIC    DISTBICT, 
^ENCT  FLEET  COBPOBATION. 


:^'i:>«:*t 


(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Give  your  full  name  to  the  stenographer,  will 
you  please? 

Mr.  RusTAD.  My  name  is  Sverre  Rustad. 

The  Chairman.  What  is  you  address.  Captain? 

Mr.  Rustad.  4244  Eleventh  Avenue  northeast. 

The  Chairman.  What  position  do  you  hold  with  the  district 
oflSce  here  now  ? 

Mr.  Rustad.  At  present  acting  in  charge  of  wood-ship  construc- 
tion, since  the  21st  of  June. 

The  Chairman.  Since  June  21? 

Mr.  Rusted.  Yes. 

The  Chairman.  Were  you  connected  with  the  Fleet  Corporation 
prior  to  that  time  ? 

Mr.  Rusted.  Yes:  I  was  traveling  hull  inspector  from  January 
8,  1918,  to,  I  think  it  was,  December  16,  when  I  was  promoted  to 
chief  hull  inspector. 

The  Chairman.  You  say  you  are  now  acting  chief  hull  inspector? 

Mr.  Rustad.  Now,  acting  as  assistant  in  charge  of  wood-ship  con- 
struction. 

The  Chairman.  Were  you  connected  with  the  oflSce  of  the  Fleet 
Corporation  prior  to  January  8^  1918? 

Mr.  Rustad.  Yes;  I  was  resident  inspector  for  two  months  at 
Nilson  &  Kelez  Shipbuilding  Corporation  at  Seattle. 

The  Chairman.  Since  when  did  you  say? 

Mr.  Rustad.  November  1. 

The  Chairman.  Prior  to  November  1,  were  you  connected  with 
the  office  of  the  Fleet  Corporation  ? 

Mr.  Rustad.  I  was  not,  sir. 

The  Chairman.  What  were  you  doing  prior  to  that  time,  Capt. 
Rustad? 

Mr.  Rustad.  I  was  master  mariner. 
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The  Chairman.  Do  you  expect  to  leave  the  corporation  soou? 

Mr.  RusTAD.  I  do,  sir;  yes. 

The  Chairman.  When? 

Mr.  RusTAD.  I  am  going  to  take  a  trip  for  Struthers  &  Dixon. 

The  Chairman.  As  master? 

Mr.  RusTAD.  As  master;  yes. 

The  Chairman.  To-morrow? 

Mr.  RrsTAD.  The  ship — no,  the  ship  is  supposed  to  be  completed^ 
I  believe,  in  the  first  part  of  October. 

The  Chairman.  As  traveling  hull  inspector,  what  yards  did  you 
visit  in  this  district? 

Mr.  Rustad.  I  visited  all  yards  in  this  district  from  January, 
1918,  until,  I  believe,  April  10,  or  somewhere  around  there.  Then 
Mr.  JPiggott  appointed  Mr.  Hall,  I  think  his  name  was  J.  W.  Hall, 
to  take  a  part  of  my  duties  over.  It  was  too  much  to  attend  to  and 
I  could  not  get  around ;  and  so  Mr.  Hall  was  assigned  to  the  duties 
of  the  southern  part  of  the  district — Olympia,  Grrays  Harbor,  and 
Raymond. 

The  Chairman.  Wood  ships? 

Mr.  Rustad.  Wood  ships;  yes. 

The  Chairman.  And  up  to  April  you  visited  all  yards? 

Mr.  Rustad.  All  the  yards ;  yes. 

The  Chairman.  After  April,  what  yards  did  you  visit? 

Mr.  Rustad.  After  April  I  visited  the  Tacoma  shipyards,  the 
Seattle  shipyards,  the  Anacortes  yards,  and  also  the  Bellingham 
yards,  the  northern  part  of  the  district,  and  all  the  dry  docks,  on 
the  ships  and  gettinjg  vessels  out ;  it  was  my  duty  to  look  after  that. 

The  Chairman.  Then,  you  visited  Grays  Harbor  from  January  to 
April,  and  inspected  the  work  that  was  being  done  there? 

Mr.  Rustad.  Yes,sir. 

The  Chairman.  Did  you  have  occasion  to  make  an  adverse  re- 
port upon  the  work  that  was  being  done  in  Grays  Harbor? 

Mr.  KusTAD.  Yes ;  I  did.  I  did  at  times ;  it  was  mamly  on  the 
driving  of  treenails;  I  did  not  think  it  was  satisfactory  and  that 
was  our  main  trouble  at  that  yard. 

The  Chairman.  What  was  the  defective  work  as  to  treenails; 
what  was  it  that  you 

Mr.  Rustad.  Well,  in  my  estimation  proper  care  was  not  taken 
to  drive  them  or  drift 

The  Chairman.  Proper  drift? 

Mr.  Rustad.  Proper  drift;  in  other  words,  they  went  in  a  little 
too  slack  to  suit  me  on  two  ships. 

The  Chairman.  Do  you  remember  the  number  of  those  hulls? 

Mr.  Rustad.  I  believe  they  are  57  and  58;  that  is  as  I  remember  it. 

The  Chairman.  As  a  matter  of  fact',  hull  58^  after  its  launching^ 
had  to  be  dry  docked  several  times? 

Mr.  Rustad.  No. 

The  Chairman.  Because  of 

Mr.  Rustad.  Pardon  me;  I  think  it  was  56. 

The  Chairman.  No.  56  f 

Mr.  Rustad.  Yes,  sir. 

The  Chairman.  Are  you  sure  that  No,  58  did  not  have  to  go  into 
dry  dock? 
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Mr.  RusTAD.  No.  58  is  the  Bldckford^  is  it  not? 

The  Chairman.  Yes. 

Mr.  RusTAD.  No.  58  was  just — as  I  recall  it — I  have  got  the  files  up- 
stairs, but  I  can  not  recall  that  we  docked  that  vessel  more  than 
once. 

The  Chairman.  No,  56  was  docked,  do  you  think? 

Mr.  RusTAD.  Yes. 

The  Chairman.  What  was  the  name  of  5€f 

Mr.  RusTAD.  The  Wishka, 

The  Chairman.  At  the  time  you  visited  Grays  Harbor,  you  had 
an  inspector  in  the  yard  there? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Who  was  it? 

Mr.  RusTAD.  Ridley. 

The  Chairman.  Ridley? 

Mr.  RrsTAD.  Ridlev ;  and  I  can  not  recall  his  assistant's  name  off- 
hand;  Fulton,  I  think. 

The  Chairman.  Mr.  Fulton? 

Mr.  RusTAD.  Yes,  Fulton ;  I  think  it  was. 

The  (^H airman.  Was  Mr.  McDonald  ever  down  there,  do  you 
know? 

Mr.  RusTAD.  Yes;  he  was  traveling:  machinery  inspector:  pardon 
me,  at  that  time,  he  was  resident  maVhinery  inspector,  Mr.  McDonald 
•was. 

The  Chairman.  How  long  would  you  stay  in  a  yard  when  you 
were  making  a  visit  ? 

Mr.  RusTAD.  A  very  short  time ;  I  would  go  there  in  the  morning, 
and  get  out  that  night ;  and  go  to  Raymond,  and  get  into  Raymond 
at  midnight,  and  go  do'wn  to  the  yard  early  in  the  morning,  and 
probably  get  a  noon  train  out  of  there,  probably  the  afternoon  train 
out  of  Raymond.  I  worked  as  high  as  86  hours  a  week  the  whole 
spring  and  summer. 

The  Chairman.  You  would  go  there,  and  would  you  confer  with 
the  resident  inspector? 

Mr.  RusTAD.  Yes,  sir. 

The  Chairman.  About  the  work? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Yes. 

Mr.  RusTAD.  Yes,  sir. 

The  Chairman.  And  then  what  opportunity  presented  itself  for 
you  to  look  over  the  work  yourself? 

Mr.  RrsTAD.  I  would  go  over  the  work  personally? 

The  Chairman.  Yes. 

Mr.  RtJSTAD.  I  would  never  leave  the  yard  without  going  over  it 

personally. 

The  Chairman.  Of  course  you  saw  what  was  being  done  there  at 
that  time  ? 

Mr.  RxjSTAD.  Yes. 

The  Chairman.  Would  they  know  when  you  were  coming?? 

Mr.  RusTAD.  They  never  did. 

The  Chairman.  Did  you  make  any  inquiries  as  to  the  rejection  of 
materials  when  you  would  go  there? 

Mr.  RusTAD.  TVIr.  Ridley,  as  a  rule,  would  take  it  up  with  me 
when  I  would  come  there. 
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The  Chairman.  Do  you  recall  any  great  amount  of  material  re- 
jected at  Grays  Harbor? 

Mr.  RusTAD.  No;  not  offhand. 

The  Chairman.  What? 

Mr.  RtJSTAD.  Not  any  great  amount;  there  was  always  some  re- 
jected in  each  yard.  Sometimes  when  the  timber  would  be  worked 
it  would  appear  fine  on  the  surface,  and  after  you  had  a  stick  ahnost 
completed,  and  worked  into  the  ship,  defects  would  develop  at  times. 

The  Chairman.  Do  you  know  anything  about  the  construction  of 
vessels  in  that  yard  that  were  not  approved  by  the  American  Bureau 
of  Shipping? 

Mr.  KusTAD.  Yes,  sir ;  it  was  the  treenail  trouble. 

The  Chairman.  Treenail  trouble  ? 

Mr.  EusTAD.  Yes ;  the  treenail  trouble ;  the  treenails  were  supplied 
by  our  supply  and  sales  division,  and  the  treenails  were  hard  to 
obtain,  and  we  had  all  sorts  of  treenails;  and  it  was  up  to  us  to 
try  to  see  that  the  best  kind  of  treenails  were  used,  and  that  the 
culls  were  thrown  out. 

The  Chairman.  The  what? 

Mr.  RusTAD.  That  the  culls  were  thrown  out. 

The  Chairman.  That  the  culls  were  thrown  out? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Then,  if  those  treenails  were  not  proper  for  use, 
blame  for  that  would  rest  on  the  supply  division? 

Mr.  RusTAD.  In  my  opinion,  it  d!oes;  yes.  There  were  treenails 
there  not  fit  to  use ;  they  came  there  by  the  carload. 

The  Chairman.  And  if  a  carload  of  defective  treenails  came  in 
there,  and  they  were  improper  to  use  on  the  hulls,  would  that  justify 
the  builder  in  using  them  ? 

Mr.  RusTAD.  No,  sir;  I  condemned  them;  we  did  not  let  them  use 
them. 

The  Chairman.  Well,  they  did  use  quite  a  few  there  on  some  of 
these  vessels,  did  they  not? 

Mr.  RusTAD.  Well,  really,  I  could  not  say  that  they  used  defective 
treenails;  because  we  caught  them  in  the  early  part  of  the  game, 
and  we  condemned,  I  believe,  two  or  three  carloads  at  the  dry  kiln. 

The  Chahiman.  What  were  the  defects  in  them?  Were  they  too 
small,  or  what? 

Mr.  RxTBTAD.  Yes;  and  not  properly  seasoned;  they  were  taken 
out  of  green  stock;  and  I  know,  myself,  of  many  instances  where 
the  treenails  were  driven  in  twice ;  and  I  inspected  the  work  myself, 
and  it  was  later  found  to  be  slack ;  that  is,  we  would  go  over  a  por- 
tion, and  when  we  would  go  back  and  try  the  same  portion  again, 
say,  after  three  or  four  months,  we  would  find  that  the  treenail  would 
be  slack  after  that  time. 

The  Chairman.  Of  course,  the  treenail  is  a  very  important  part 
of  wood-ship  construction? 

Mr.  RusTAD.  One  of  the  most  important  parts. 

The  Chairman.  They  are  what  holds  the  planking,  or  helps  hold 
the  planking,  in  the  frame  or  ribs? 

Mr.  RnsTAD.  Yes;  mainly  to  the  frame;  it  is  the  main  fastening 
of  the  ship. 

The  Chairman.  Which  is  it  customary  to  do  first;  to  put  the 
planldng  on  first,  or  to  put  the  ceiling  onf 
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Mr.  BusTAD.  The  ceiling. 

The  Chairman.  The  ceiling  first? 

Mr.  BusTAD.  Yes. 

The  Chairman.  How  much  of  the  ceiling  is  put  on  first,  before 
the  planks  are  put  on? 

Mr.  BnsTAD.  It  is  completely  ceiled;  all  the  shelf  timbers,  and 
then  everything  else :  and  the  planking  is  done  last. 

The  Chairman.  The  planking  is  done  the  last? 

Mr.  BusTAD.  Yes. 

The  Chairman.  Now,  did  you  notice  any  treenails  down  there 
being  put  in  which  were  too  large,  and  which  were  not  driven  in 
far  enough  and  sawed  off? 

Mr.  BusTAD.  No. 

The  Chairman.  You  did  not  notice  anything  like  that? 

Mr.  BusTAD.  No;  I  never  did. 

The  Chairman.  Was  it  a  part  of  your  duty  to  observe  the  material 
on  hand  at  any  particular  yard,  and  to  Imow  whether  work  was 
going  on  in  a  proper  way? 

Mr.  BusTAD.  Absolutely. 

The  Chairman.  And  with  proper  expedition? 

Mr.  BusTAD.  Absolutely. 

The  Chairman.  How  many  times  did  you  visit  the  Anacortes 
yard  in  the  spring  of  1918  ?  I  mean  just  to  the  best  of  your  present 
recollection? 

Mr.  BusTAD.  Well,  to  the  best  of  nay  recoDection,  I  dare  sav,  I 
visited  the  Anacortes  yard — I  believe  I  stayed  at  the  Wilson  Hotel 
three  or  four  times. 

The  Chairman.  In  the  spring  of  1918? 

Mr.  BusTAD.  Yes;  I  believe  also  I  paid  other  visits  to  the  yard 
that  I  did  not  stay ;  probably  not  over  half  a  dozen  visits,  I  would 
say. 

The  Chairman.  Now,  during  the  spring  of  1918,  did  you  jnake 
anv  report  as  to  the  progress  of  the  work  in  that  yard? 

Mr.  KuOTAD.  I  did,  sir. 

The  Chairman.  Was  it  favorable  or  unfavorable? 

Mr.  BusTAD.  The  progress  was  not  favorable. 

The  Chairman.  Well,  you  visited  there  perhaps  a  half  dozen 
times  in  the  spring  of  191*8,  Captain ;  and  I  would  like  to  have  you 
tell  the  committee  what,  in  your  opinion,  seemed  to  be  the  trouble 
down  there  at  the  Anacortes  yard  that  they  could  not  build  and 
deliver  ships  faster  or  more  nearljr  in  accordance  with  the  work  done 
by  some  otner  wooden  yards  in  this  district. 

Mr.  BtjSTAD.  It  seemed  to  be  a  very  complicated  affair  down  there, 
puring  my  visit  down  there  a  man  by  the  name  of  Mr.  Arnold  was 
in  charge  of  the  yard.  I  don't  like  to  comment  upon  Mr.  Arnold's 
qualities  or  abilities  as  a  superintendent,  but  I  know  I  took  the  ques- 
tion up  with  them  as  to  the  slow  progress  of  the  yard,  and  I  can 
clearly  remember  that  he  stated  that  he  was  continuously  being 
hampered  for  the  want  of  material,  the  want  of  repair  parts,  and 
machinery ;  and  if  anything  went  wrong  it  all  had  to  go  through  the 
home  office.  The  Anacortes  yard  was  run  under  the  supervision  of 
the  Olympia  superintendent  and  manager.  Anything  they  wanted 
had  to  come  through  that  yard.    He  requested  me  to  take  it  up  with 
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the  Seattle  office  so  that  he  could  arrange  with  the  management  down 
there  to  have  the  Anacortes  yard  operate  more  independently  of  the 
Olympia  yard.  He  cited  a  case  where  a  cog  wheel  would  perhaps 
carry  away  on  a  crane,  and  it  would  take  a  couple  of  days  before  re- 
pairs could  be  made,  having  to  go  through  the  Olympia  yard,  whereas 
if  he  could  deal  through  Bellingham,  he  could  have  done  it  ap- 
proximately in  six  hours  under  conditions  of  that  kind.   . 

The  Chairman.  Yes. 

Mr.  RusTAD.  And  then,  furthermore,  the  men,  as  a  rule,  would 
flock  to  a  yard  where  they  had  more  conveniences,  nearer  to  a  town, 
and  they  did  not  have  the  amount  of  skilled  labor  or  good  men  that 
other  yards  had,  and  it  was  simply  a  complication  of  circumstances, 
as  I  see  it,  all  the  way  through  there. 

The  Chairman.  With  reference  to  the  materials  and  repairs  you 
reported  that  to  the  district  office  here  I  suppose  ? 

Mr.  RusTAD.  I  did,  sir;  to  Mr.  Piggott. 

The  Chairman.  As  far  as  supplying  material  and  expediting  re- 
])airs  there  were  concerned,  that  was  a  matter  that  could  be  straight- 
ened out  by  the  district  office  ? 

Mr.  RusTAD.  I  could  not  say;  I  am  not  familiar  with  the  jurisdic- 
tion that  the  district  office  had  over  the  Olympia  yard.  I  merely  re- 
ported the  condition  as  requested. 

The  Chairman.  You  just  reported  the  conditions  as  you  found 
them? 

Mr.  RtrsTAD.  As  I  found  them,  yes. 

The  Chairman.  And  as  you  made  your  subsequent  visits  did  you 
notice  any  improvement  in  the  deficiency  in  that  respect? 

Mr.  RusTAD.  I  could  not  say ;  it  was  so  long  ago. 

The  Chairman.  At  the  time  of  your  last  visit  there,  you  made 
there  in  the  spring  of  1918,  was  the  progress  of  the  yard  just  the 
same  as  it  had  been  ? 

Mr.  RusTAD.  Well,  not  much  improvement.  Anyway  there  must 
have  been  some,  but  not  a  whole  lot. 

The  Chairman.  As  a  matter  of  fact,  they  were  rather  an  unusu- 
ally long  time  in  completing  a  ship  at  Anacortes? 

Mr.  RrsTAD.  Absolutely:  imusually  long. 

The  Chairman.  Did  you  have  material  rejected  there  as  the  result 
of  your  inspection  ? 

Mr.  RrsTAD.  T  believe  there  was  some  material  rejected;  yes.  Of 
course,  as  I  say,  the  resident  inspector  would  point  it  out  to  me.  As 
a  rule,  I  would  not  speak  of  the  trouble,  but  they  would  refer  it  to 
my  judgment  in  a  good  many  cases.  Where  they  were  in  doubt, 
they  would  leave  it  up  to  me,  and  I  would  render  such  judgment  as  I 
saw  fit.  There  were  some  instances  where  the  resident  inspector 
thought  a  stick  would  do  and  was  not  quite  sure.  Well,  he  would 
refer  tliat  to  me. 

The  Chairman.  Well,  if  that  happened,  would  you  pass  your 
judgment  upon  it? 

Mr.  Rustad.  Yes. 

The  Chairman.  And  it  would  abide  your  judgment. 

Mr.  RrsTAD.  Oh,  yes. 

The  Chairman.  But  as  a  matter  of  fact,  there  was  quite  a  lot  of 
material  at  Anacortes  that  you  rejected? 
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Mr.  Rust  AD.  Yes;  there  was  a  lot  of  it. 

The  Chairman.  Timber,  for  instance? 

Mr.  RusTAD.  Yes;  I  know  that. 

The  Chairman.  As  I  undei'Stand,  you  had  nothing  to  do  with  the 
inspection  of  machinery  or  its  manner  of  installation  ? 

Mr.  RusTAD.  No,  sir. 

The  Chairman.  That  was  done  by  another  inspector,  a  traveling 
inspectsor,  and  also  by  a  resident  inspector? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Did  yon  have  the  Bellingham  yards  in  your  dis- 
trict? 

Mr.  RuBTAD.  Yes,  sir. 

The  Chairman.  Conditions  there  were  satisfactory? 

Mr.  RusTAD.  Very  favorable. 

The  CnAiR3iAN.  They  built  ships  without  delay? 

Mr.  RusTAD.  Yes. 

The  Chairman.  And  without  the  rejection  of  much  material? 

Mr.  RusTAD.  Yes,  sir. 

The  Chairman.  They  had  no  difficulties  regarding  treenails? 

Mr.  RusTAD.  No. 

The  Chairman.  Or  any  other  defective  in  hull  construction  as  far 
as  you  noticed  ? 

Mr.  RusTAD.  No ;  the  yard  was  very  efficient. 

The  Chairman.  Now,  did  vou  visit  that  vard  at  anv  time  when 
Mr.  Joseph  Sloan  was  in  charge? 

Mr.  RusTAD.  Yes,  sir. 

The  Chairman.  Did  you  notice  any  improvement  in  the  conditions 
after  he  took  charge  ? 

Mr.  RusTAD.  I  am  sorry  to  say  that  I  did  not,  for  the  simple  reason 
that  Mr.  Sloan  and  our  inspector  did  not  seem  to  get  along;  there 
was  always  trouble  between  them,  between  Joe  Sloan  and  our  in- 
spector, Mr.  Weir,  there. 

The  Chairman.  Yes. 

Mr.  Rustad.  And  I  was  called  there  on  one  specific  inspection  in 
*  connection  with  the  ceiling  fastening,  and  a  controversy  between  our 
inspector,  Wier,  and  Joe  Sloan.  I  inspected  the  conditions  there 
and  reported  them  to  this  office.  Before  I  rendered  a  decision  I 
reported  to  Capt.  W.  A.  Nagel  all  of  my  recommendations,  which 
were  in  favor  of  Joe  Sloan  in  that  specific  instance.  But  our  in- 
spector, Wier,  there  is  a  good  man. 

The  Chairman.  He  went  from  there  to  Bellingham,  did  he  not, 
Captain  ? 

Mr.  Rtjstad.  Yes ;  *he  did> 

The  Chairman.  And  he  stayed  there  at  Bellingham,  and  is  at 
present  there? 

Mr.  Rustad.  He  is  there  ut  present;  yes.  He  was  with  the  Sloan 
yard  from  the  start. 

The  Chairman.  Now,  of  course,  during  1918,  and  up  to  the  sign- 
ing of  the  armistice,  and  subsequent  to  that,  subsequent  to  your  be- 
coming attached  to  this  office,  there  was  an  immense  amount  of 
wood  ship  construction  in  this  vicinity,  as  well  as  steel  building, 
and  in  making  your  inspections,  both  as  resident  inspector,  and  trav- 
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eling  inspector,  you  were  careful  to  see  that  specifications  were  called 
for,  and  that  ships  were  built  in  accordance  with  the  contracts? 

Mr.  RusTAD.  Yes,  sir ;  I  tried  to  discharge  my  duties  in  the  most 
thorough  manner  I  was  able  to. 

The  Chairman.  And  if  you  visited  a  yard  in  company  with  the 
resident  inspector,  you  saw  work  that  did  not  meet  with  your  ap- 
proval, and  that  work  was  not  remedied,  or  the  defects  corrected, 
you  never  hesitated  to  repeat  your  recommendations? 

Mr.  RusTAD.  No. 

The  Chairman.  Or  to  express  again  your  disapproval  ? 

Mr.  RusTAD.  No,  sir;  I  never  did. 

The  Chairman.  And  you  never  let  the  great  need  for  good  ships 
and  speed  in  construction  interfere  with  the  performance  of  your 
duty  as  you  saw  it  ? 

Mr.  RusTAD.  Absolutely  no;  because  I  had  orders  to  that  effect. 

The  Chairman.  No,  sir;  and  you  never  permitted  any  builder, 
or  superintendent,  or  foreman  of  construction  or  the  manager  of  . 
a  yard^o  influence  your  judgment  in  any  way? 

Mr.  RusTAD.  Never  in  any  way. 

The  Chairman.  I  think  that  is  all  for  the  present.  Mr.  Kelley, 
have  you  some  questions? 

Mr.  Kelley.  Yes;  just  one  or  two,  if  you  are  not  in  a  hurry. 
Captain. 

The  Chairman.  The  rest  of  the  committee  may  want  to  ask  you 
some  questions.  Captain. 

Mr.  Kelley.  With  reference  to  the-  attitude  of  various  contractors 
towards  the  inspection  force,  I  suppose  you  found  all  sorts  of  human 
nature  on  the  part  of  contractors.  Or  was  there  always  a  very  nice 
cooperation  between  the  inspectors  and  the  contracting  forces  in  the 
districts? 

Mr.  RusTAD.  Well,  if  I  understand  your  question,  right,  it  is  a 
matter  of  difference  of  opinion.  That  is,  the  contractor  figured  that 
he  would  do  good  work,  and  resented  probably  at  times  when  our 
inspectors  came  around  and  said  that  he  was  not  doing  good  work. 

Mr.  Kelley.  What  I  want  to  inquire  into  is  whether  or  not  the  • 
contractors  were  generally  in  a  spirit  of  cooperation?    Were  there 
some  contractors,  who,  if  not  held  up  strictly,  were  inclined  to 
slight  their  work  and  put  in  poor  material? 

Mr.  RusTAD.  Well,  there  were  times  whan  some  contractors  would 
sacrifice  good  workmanship  for  speed;  yes.  Of  course,  their  speed 
would  be  because  they  had  continuous  telegrams  from  Hayworth  in 
the  home  office,  and  they  figured  the  work  was  good,  and  it  is  human 
nature,  when  they  think  it  is  good,  and  I  think  it  is  not  as  good  as 
it  should  be,  and  if  I  found  the  conditions  such,  I  would  say  so,  and 
insist  that  the  deficiencies  be  remedied  at  all  times  in  every  yard? 

Mr.  Kelley.  Now,  did  you  find  any  contractors  who  ignored  your 
recommendations  entirely  and  went  ahead  with  the  ship,  regardless 
of  what  you  or  the  resident  inspector  might  recommend? 

Mr.  RusTAD.  In  the  end,  so  far  as  I  know,  they  were  all  carried 
out,  in  the  end.  It  might  have  occasioned  quite  a  bit  of  corre- 
spondence between  this  office  and  the  various  contractors,  but  in  the 
end  they  were  carried  out,  as  far  as  I  know. 

Mr.  Kelley.  In  the  case  of  these  treenails  which  were  not  snug 
enough  ? 
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Mr.  RusTAD.  Yes. 

Mr.  Kelley  (continuing).  Did  tbe  contractor  go  ahead  and  put 

those  in? 

Mr.  RusTAD.  He  did;  after  those  two  ships  they  were  remedied,  as 
Mr.  Hall's  report  will  show. 

Mr.  Keluey.  But  there  were  two  ships  ? 

Mr.  RuBTAD.  There  were  two  ships,  yes,  that  were  well  under 
way,  and  in  my  inspection  I  would  probably  not  come  around  there 
for  two  weeks  between  times,  and  it  might  have  been  three  weeks 
between  times,  that  I  could  cover  the  territory,  so  the  work  was 
advanced  greatly  between  my  inspections. 

Mr.  Kelley.  As  I  understand  you,  Captain,  these  treenails  are 
dry-kilned,  or  should  be  i 

Mr.  RiTSTAD.  Yes.  Well,  I  recommended  the  treenails  to  be  dry- 
kilned  because  at  Grays  Harbor — and  the  fact  is,  all  through  this 
northwest  territory  they  have  an  awful  lost  of  rain,  especially  ift 
Grays  Harbor,  and  if  the  treenails  are  not  dry-kilned  they  would 
drop  out  themselves.  They  were  supplied  green  to  the  builders  by 
the  supply  and  sales  division  and  left  in  the  rain,  and  that  will  tell 
the  story  as  to  what  will  happen  to  them  if  they  are  not  dry-kilned. 

Mr.  Kelley.  And  under  the  contract  you  liad  authority  to  require 
that  they  be  dry-kibied,  did  you  ? 

Mr.  RusTAD.  Absolutely. 

Mr.  Kelley.  Did  the  contract  specifically  call  for  dry-kilned 
treenails  ? 

Mr.  RusTAD.  No;  not  at  all. 

Mr.  Kelley.  That  was  a  matter  of 

Mr.  RusTAD.  Workmanship. 

Mr.  Kelley  (continuing).  Proper  material  to  be  determined  by 
inspection  ? 

Mr.  RtrsTAD.  Yes. 

Mr.  ICelley.  And  did  the  Grays  Harbor  people  dry-kiln? 

Mr.  RrrsTAD.  They  did. 

Mr.  Kelley.  For  these  two  ships  that  you  spoke  of  a  while  ago  ? 

Mr.  RusTAD.  No ;  they  were  not  dry-kilned  for  the  two  ships,  but 
they  could  not  supply  the  treenails  that  they  could  use,  and  they 
had  carload  after  carload  that  was  rejected. 

Mr.  Kelley.  How  did  they  get  their  treenails  ? 

Mr.  RusTAD.  They  were  delayed  for  treenails  time  and  again  in 
the  early  part  of  last  spring. 

Mr.  Kelley.  And  when  they  did  get  them  would  they  be  all  right  ? 

Mr.  RusTAD.  Yes.  We  would  get  good  treenails  from  the  supply 
and  sales  division ;  we  would  give  them  the  drying  process  and  use 
«  them. 

Mr.  Kelley.  Do  you  think,  Captain,  it  would  be  possible  to  drive 
those  treenails  up,  any  that  you  saw  being  put  in:  drive  them  up 
with  a  hammer  through  the 

Mr.  RrsTAD.  No. 

Mr.  Kelley.  From  the  bottom  of  the  outside  of  the  l)oat? 

Mr.  RusTAD.  You  mean  a  coiniuon  hand  hammer? 

Mr.  Kelley.  Just  a  common  hanmaer? 

Mr.  RrsTAD.  Not  that  I  know  of;  no.  The  treenail,  when  you 
drive  it  with  a  beetle,  will  probably  only  get  an  inch  at  a  time ;  tliat 
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is  the  old  way  of  doing  it,  and  it  seems  it  is  a  good  way  of  doing  it, 
and  it  is  if  a  good  strong  man*  handles  the  beetle  and  uses  his  full 
strength  on  it  the  same  as  they  did  in  the  old  days  when  they  took 
their  time  about  building  ships. 

Mr.  Kelley.,  What  would  you  say  about  the  proper  treenail  con- 
struction where  a  ship  had  been  launched  and  finished,  and  had  her 
trial  trip  and  was  accepted  by  the  Government,  and  immediately 
thereafter  have  to  go  into  dry  docks  for  repairs,  and  her  treenails 
were  so  loose  that  you  could  drive  them  up  with  a  hammer  on  the 
outside  ? 

Mr.  RusTAD.  Very  slack. 

Mr.  Keljlby.  Would  you  believe  that  could  happen  to  any  hull 
that  you  inspected  ? 

Mr.  BusTAD.  Well,  as  I  understand  it,  it  did  happen;  that  is, 
hull  57? 

Mr.  Kelley.  Built  at  Grays  Harbor? 

Mr.  RusTAD.  Yes;  hull  No.  67.  I  was  told  so,  but  I  did  not  see 
when  that  work  was  done.  I  think  that  was  the  Kaseaskia  over  at 
the  Bremerton  Navy  Yard. 

Mr.  Kelley.  Did  the  management  of  any  of  these  yards  inter- 
fere any  with  the  inspection,  as  far  as  you  know,  or  make  it  uncom- 
fortable for  the  inspectors  to  carry  on  1  heir  work  ? 

Mr.  RusTAD.  Well,  I  would  not  like  to  accuse  them  of  that  exactly. 

Mr.  Kelley.  Have  you  in  mind  any  complaints  of  that  kind  from 
the  inspectors  that  they  were  not  getting  any  cooperation  from  the 
management  of  the  plant  and  that  their  work  was  interfered  with 
and  their  suggestions  not  complied  with. 

Mr.  RusTAD.  Well,  there  is  hardly  a  yard  that  I  know  of  that  did 
not  have  some  trouble  of  that  kind. 

Mr.  Kelley.  Occasionally;  but  is  there  any  yard  that  you  have 
in  mind  where  the  complaint  was  persistent  that  the  inspectors  were 
not  properly  treated  and  that  there  was  not  proper  regard  for  the 
suggestions  of  the  inspectors? 

Mr.  RusTAD.  Oh,  yes ;  Mr.  Kelley. 

Mr.  Kelley.  One  yard  ? 

Mr.  RtJSTAD.  More  than  one  yard. 

Mr.  Kelley.  In  more  than  one  yard  ? 

Mr.  RrrsTAD.  Yes. 

Mr.  Kelley.  What  were  those  yards,  Captain,  that  you  have  in 

mind  ? 

Mr.  RusTAD.  Now,  in  that  case,  as  resident  inspector,  we  had  swne 
trouble  for  a  couple  of  months  with  the  Grays  Harbor  Motor  Ship 
Corporation. 

Mr.  Kelley.  When  was  that,  in  the  spring  of  1918  ? 

Mr.  RusTAD.  In  the  spring  of  1918. 

Mr.  Kelley.  You  had  trouble  there  personally  about  the  attitude 
of  the  officers  of  that  corporation? 

Mr.  RusTAD.  Well,  I  could  not  stay  trouble,  exactly ;  only  the  work 
was  not  done  exactly  the  way  I  liked  it,  and  I  suggested  that  it  be 
remedied. 

Mr.  Kelley.  And  they  persisted  in  carrying  it  on  contrary  to  your 

instructions? 

Mr.  RusTAD.  No;  they  changed  that  time;  I  took  the  matter  up 
with  Capt.  Magee  in  this  office,  and  he  went  down  with  a  couple  of 
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inspectors,  and  the  matter  was  remedied,  and  later,  ships  which  Mr. 
Hull's  report  will  state,  they  began  to  inspect  the  construction  in 
the  yard  after  April  10. 

Mr.  Kelley.  Did  they  assume  a  sort  of  an  attitude  that  they  were 
not  going  to  pay  any  attention  to  what  you  said? 

Aft.  RusTAD.  No;  they  did  not  deny  it  when  I  called  Ward's  at- 
tention to  the  fact  that  the  treenails  were  not  being  driven  properly. 
He  took  it  good-naturedly,  and  he  and  I  went  over  several  treenails ; 
that  is,  several  ships,  where  the  men  were  driving  treenails. 

Mr.  Keli.ey.  How  would  you  remedy  that,  where  the  work  had 
be^i  completed,  if  you  found  defects  afterwards  ? 

Mr.  RusTAD.  We  backed  out  a  couple  of  treens^ls  and  went  over 
all  of  the  ships  and  drove  them  both  before  launching  and  after; 
but  the  lumber  was  green  in  all  of  these  vessels,  and  the  treenails 
were  green,  and  it  was  only  to  be  expected  that  they  would  become 
slack,  as  they  did  in  all  of  the  vessels  afterwards,  and  particularly  in 
those  ships. 

Mr.  Kelley.  You  speak  of  kiln-dried  treenails ;  that  is  not  a  green 
treenail  ? 

Mr.  RusTAD.  No,  sir;  it  is  not  green  after  it  is  kiln-dried.  The 
process  of  kiln-drying  the  treenails  was  not  started  until  — I  could 
not  say  the  date,  but  somewhere  along  in  March. 

Mr.  Keli^y.  For  a  while  they  put  in  treenails  which  were  abso- 
lutely green  ? 

Mr.  RtJSTAD.  Yes. 

Mr.  Kelley.  Did  you  stop  that  ? 

Mr.  RusTAD.  As  soon  as  we  saw  it. 

Mr.  Kelley.  Now,  did  the  Government  supply  the  yards  with 
treenails? 

Mr.  RusTAD.  As  far  as  I  know;  yes.  It  had  all  to  go  through  the 
supply  and  sales  department,  as  far  as  I  know. 

Mr.  Kelley.  But,  of  course,  as  they  left  the  supply  division  of  the 
fleet  corporation,  they  would  be  green  ? 

Mr.  RusTAD.  Absolutely.    Yes. 

Mr.  Kelley.  And  it  was  the  business  of  the  construction  company 
to  kiln-dry  them  ? 

Mr.  RusTAD.  It  was  the  business  of  the  constructing  company  to 
kiln-dry  them,  and  to  see  they  were  seasoned  as  much  as  time  would 
allow  them,  in  order  to  keep  construction  going  at  the  same  time. 

Mr.  Kelley.  And  if  they  did  not  kiln-dry  them,  of  course,  they 
would  have  a  ship  that  might  go  to  pieces  in  the  stress  of  the  seas  ? 

Mr.  RusTAD.  No,  sir;  I  do  not  think  it  would  prove  as  serious  as 
that. 

Mr.  Kelley.  Well,  if  they  would  not  come  out  with  a  hammer, 
they  would  leak,  would  they  not? 

Mr.  RusTAD.  I  really  have  not  seen  any  of  them  that  would  leak; 
it  is  a  long  way  up  through  and  they  hold  water  pretty  good.  But 
it  is  the  stability  of  the  ship,  that  a  good,  tight  treenail  will  insure. 

Mr.  Kelley.  What  do  you  call  it  when  the  two  ends  of  the  ship  sag  ? 

Mr.  RusTAD.  She  hogs. 

Mr.  Ejblley.  Did  you  see  any  ships  where  that  took  place  ? 

Mr.  RusTAD.  No;  they  all  hog,  and  our  department  would  take  the 
deflection  of  a  ship  after  it  was  launched  at  all  times,  and  that  record 
is  upstairs — the  hog  of  the  ship. 
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Mr.  Kelley.  How  much  could  a  ship  hog — drop  down  at  the  ends — 
and  still  be  safe  and  all  right? 

Mr.  RusTAD.  Well,  I  have  seen  vessels,  I  believe,  that  have  hogged 
about  18  inches. 

Mr.  Kelley.  Eighteen  inches  higher  in  the  middle  than  at  the  two 
ends  ? 

Mr.  RusTAD.  Yes.  That  is  the  old-time  ships,  the  old  ships;  and 
they  are  still  afloat  and  doing  business. 

Mr.  Kelley.  On  how  long  a  ship  was  that?  What  was  the  length 
of  the  ship  ? 

Mr.  RusTAD.  The  one  I  have  in  mind  particularly  is  one  I  saw  on 
the  marine  railway  line  in  Oakland,  Calif.,  an  old  whaler;  and 
while  I  could  not  state  to  an  inch,  I  believe  it  was  fully  a  foot  and 
a  half. 

Mr.  Keixey.  You  do  not  have  in  mind  particularly  any  yard  that 
did  practically  ignore  the  inspectors  entirely  and  went  right  ahead 
regardless  of  any  recommendations  that  were  made? 
.  Mr.  RusTAD.  The  Wright  yard,  in  particular. 

Mr.  Kelley.  WTiat  ? 

Mr.  RusTAD.  The  Wright  vard  at  Tacoma. 

Mr.  Kelley.  Thev  did  that  ? 

Mr.  RusTAD.  Yes. 

Mr.  Kelley.  How  about  the  Grays  Harbor  yard  ? 

Mr.  RusTAD.  Well,  as  I  say,  we  had  trouble  there  for  a  couple  of 
months. 

Mr.  Kelley.  Were  they  inclined  to  do  that  until  you  went  after 
them  pretty  hard  ? 

Mr.  RisTAD.  No:  I  could  not  say  tliat  exactly;  they  were  in  9^ 
way;  although,  as  I  say,  it  was  passed  from  the  resident  inspeoltor 
to  me  lots  of  time,  and  they  took  action  on  my  instructions;  some- 
times it  was  referred  to  this  office  before  action  was  taken,  and  so  by 
every  yard;  but  perluips  more  in  particular  at  that  particular  titme 
in  that  vard. 

Mr.  Kelley.  What  daily"  records  does  an  inspector  keep  for  his 
own  protection  and  his  information  as  he  goes  along? 

Mr.  RusTAD.  There  is  a  daily  report  sent  in  from  each  yard,  a  log 
book. 

Mr.  Kelley.  What  is  done  with  that  log  book? 

Mr.  RusTAD.  The  log  books  are  supposed  to  be  sent  to  this  office 
at  the  end  of  the  completion  of  construction  in  k  yard.  The  log  books 
for  the  Grays  Harbor  Motorship  Corporation  are  being  forwarded 
to  this  office  to-day ;  I  phoned  for  them  just  before  I  came  down. 

Mr.  Kelley.  Those  will  be  here  ? 

Mr.  RusTAD.  Yes,  sir. 

Mr.  Kelley.  Now.  having  in  mind  the  construction  of  the  ships 
as  you  saw  the  work  in  progress  in  this  district,  what  would  be  ordi- 
narily the  life  of  one  of  these  3,500-ton  ships? 

Mr.  RusTAi).  In  my  opinion,  as  a  whole,  they  are  good  ships. 

Mr.  Kelley.  How  long  would  you  expect  to  be  able  to  operate 
one  of  them  if  you  weer  to  buy  a  ship  of  that  kind  ? 

Mr.  RusTAD.  Well,  I  have  seen  wooden  ships,  not  quite  as  large  as 
these  vessels,  but  I  am  posittive  that  they  were  over  20  years  old  when 
I  saw  them,  and  still  in  operation  when  I  saw  them,  and  these  ships, 
I  figure,  are  as  good  or  better  than  any  of  them. 
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Mr.  Kelley.  Will  they  last  20  years? 

Mr.  RusTAD.  Yes. 

Mr.  Kelley.  Do  you  expect  that  there  will  be  much  trouble  with 
the  treenails  on  account  of  shrinkage  right  along? 

Mr.  RusTAD.  No.  It  was  taken  so  earlj  in  the  game — ^that  is,  to 
dry  kiln  and  season — that  I  do  not  think  it  will  hamper  the  ships  in 
any  way.  I  personally  would  be  very  pleased  to  go  as  master  of 
one  of  them,  or  operate  them ;  I  have  lots  of  faith  in  them. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Mr.  Hadley? 

Mr.  Hadley.  I  have  no  quc^ions. 

The  Chairman.  Do  you  know,  Captain,  or  have  you  heard  from 
any  one  connected  w^ith  the  district  office  whether  or  not  the  speci- 
fications of  these  ships  were  such  that  they  were  intended  only  for 
ships  that  would  last  a  much  less  time  than  20  years? 

Mr.  RuCTAD.  Oh,  no. 

The  Chairman.  You  think  the  Ferris  type  of  ship  built  out  here 
*m  these  yards  will  last  20  years  ? 

Mr.  RusTAD.  Yes ;  I  think  it  will  be  a  good  ship  by  the  end  of  20 
years  if  they  have  the  proper  care.  And,  like  everything  else,  if  a 
good  master  does  not  operate  them,  if  they  got  in  bad  weather,  they 
would  soon  break  up;  it  would  break  a  good  ship.  It  depends  a 
great  deal  on  the  master  of  a  ship. 

The  Chairman.  Of  course,  operating  a  ship  in  V)ad  weather  is  a 
question  of  the  judgment  of  the  master  of  the  ship  ? 

Mr.  RusTAD.   X  es. 

The  Chairman.  But  for  the  ordinary  stress  of  storm  in  this 
region,  you  think  these  ships,  if  operated  as  other  ships  have  been 
operated  here,  will  last  for  20  years  ? 

Mr.  RusTAD.  Yes ;  absolutely.  I  have  had  several  communications 
from  masters — that  is,  masters  that  went  out  on  these  ships;  a  lot 
of  masters  and  mates  that  went  around  to  the  east  coast  with  these 
ships,  and  who  made  several  trips  to  Honolulu  and  had  bad  weather 
at  different  times — and  they  all  speak  well  of  the  ships.  Now,  one 
master  in  particular,  a  friend  of  mine,  the  master  of  the  Brom^llaj 
I  think  it  was,  the  sister  ship  of  the  Grays  Harbor  Motor  Ship 
Corporation,  wrote  me  a  letter  from  New  York  in  which  he  stated 
she  was  the  finest  ship  he  was  ever  on  and  that  she  was  tight  and 
good  in  every  way. 

The  Chairman.  How  many  ships  had  he  sailed  on  before? 

Mr.  RusTAD.  He  has  sailed  ever  since  he  was  a  boy  about  15  or  16 
years  of  age,  and  at  this  time  I  should  judge  that  he  was  a  man  about 
42.   He  has  sailed  all  his  life. 

The  Chairman.  Well,  do  you  think  that  ships  built  in  record 
time,  like  the  Aberdeen^  will  stand  for  20  years? 

Mr.  RusTAD.  I  do ;  I  went  through  that  ship,  but  I  never  saw  her 
construction  during  the  process  of  construction,  but  I  was  aboard 
that  ship  during  her  trial  trip  and  inspected  the  ship  from  keel  to 
bottom,  and  I  dq  not  believe  there  was  any  complaint  of  any  kind  to 
amount  to  anything.  There  may  have  been,  if  I  remember  rightly, 
a  few  unfinished  items  around  the  decks,  etc.,  but  outside  of  that  it 
was  well  constructed. 
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The  Chairman.  So,  if  the  Fleet  Corporation  were  willing  to  spend 
money  enough,  they  might  have  had  a  vast  number  of  these  ships 
constructed  at  the  time  the  Aberdeen  was  constructed? 

Mr.  RusTAi).  Well,  I  believe  it  is  only  reasonable  that  sucli  con- 
ditions should  exist.  The  construction  of  some  of  the  other  ves- 
sels down  there  must  have  been  a  sacrifice  to  some  extent;  that  is, 
to  time,  and  must  have  interfered  with  some  of  the  other  vessels 
down  there. 

The  Chairman.  I  did  not  quite  get  that ;  you  said  what  ? 

Mr.  RusTAD.  They  worked  on  that  vessel  night  and  day. 

The  Chairman.  Yes;  they  worked  on  lots  of  vessels  night  and 
dav. 

Mr.  EusTAD.  Oh,  yes;  but  consequently,  unless  they  had  a  big 
force  of  men,  they  are  bound  to  sacrifice  progress  on  other  ships; 
but,  for  my  part,  I  would  not  care  to  have  a  vessel  built  personally; 
but  Lloyd's  surveyor  was  down  there  on  the  job  all  the  time,  and  if 
I  remember  right  we  had  our  two  inspectors  there  and  I  believe  that 
Capt.  Magee  dispatched  a  certain  Mr.  Ross  down  there;  I  might 
say  too  much,  but  I  think  I  recollect  that  Ross  went  down  there  on 
several  occasions.  He  was  the  resident  inspector  at  the  Puget  Sound 
Bridge  &  Dredging  Co.'s  yard,  and  a  man  of  long  experience  and 
an  old  shipbuilder. 

The  CfiAiRMAN.  Do  you  think  that  the  Aberdeen  is  just  as  good 
a  ship  as  the  Bromellaf 

Mr.  RusTAD.  I  do,  as  far  as  I  could  see. 

The  Chairman.  And  yoM  would  expect  her  to  last  20  years. 

Mr.  Rustad.  I  should  expect  her  to  last  as  long  as  any  of  them. 

The  Chairman.  And  you  expect  the  general  run  of  these  wooden 
ships  to  be  good  for  20  years  f 

Mr.  Rustad.  I  would  expect  so,  I  do. 

The  Chairman.  Now,  as  to  the  Bromella^  you  inspected  her? 

Mr.  Rustad.  Yes;  I  inspected  the  Bromella. 

The  Chairman.  That  was  hull  No,  998^  was  it  not? 

Mr.  Rustad.  Yes;  I  inspected  her  from  time  to  time;  I  did  not 
inspect  her  on  her  final  departure  from  Grays  Harbor. 

The  Chairman.  She  was  begun  on  January  3  or  4,  1919,  was  she 
not,  or  about  that  time? 

Mr.  Rustad.  About  that  time. 

The  Chairman.  Did  you  know  that  the  BiromeUa- 

Mr.  Rustad.  Pardon  me,  Mr.  Chairman.  That  was  No.  998^  was  it 
not? 

The  Chairman.  Yes. 

Mr.  Rustad.  That  is  right. 

The  Chairman.  No.  999. 

Mr.  Rustad.  She  was  the  next  vessel :  the  report  in  our  files  will 
show  she  was  the  next  vessel. 

The  Chairman.  The  Aberdeen. 

Mr.  Rustad.  Yes;  true  enough;  but  I  mean  in  construction  she 
was  the  next  ship  to  No.  68. 

The  Chairman.  No.  58 f 

Mr.  Rustad.  No.  57  and  No.  58. 

The  Chairman.  Yes,  sir. 

Mr.  Rustad.  I  remember  when  we  tried  the  treenails  in  No.  57  and 
No.  58;  Capt.  Ross  and  I  for  the  American  Bureau  of  Shipping;  and 
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he  went  right  over  to  No.  998  and  No.  999  and  those  treenails  were 
so  tightly  driven  they  could  not  be  budged  at  all. 

The  Chairman.  In  No.  57  and  No.  68 f 

Mr.  RusTAD.  No ;  in  No.  998  and  No.  999. 

The  Chairman.  In  No.  998  and  No.  999 f 

Mr.  RusTAD.  The  next  ships  to  those  two  ships. 

The  Chairman.  You  know  that  the  Brortudla  was  launched  on 
May  29,  1918,  and  that  on  May  31  the  inspector  reported,  "  There 
has  not  l>een  enough  leakage  on  this  hull  as  yet  to  permit  the  starting 
of  the  gasoline  pump  which  was  installed  previous  to  the  launch- 
ing?'' 

Mr.  RrrsTAD.  No. 

The  Chairman.  You  did  not  know  that ;  and  that  they  gave  her 
an  additional  water  test  on  the  28th,  just  prior  to  launching?  They 
can  give  a  water  test  before  launching  the  vessel,  can  they  ? 

Mr.  RusTAD.  They  do  that  always. 

The  Chairman.  They  show  no  leakage? 

Mr.  RusTAD.  No. 

The  Chair^ian.  That  she  was  given  her  trial  trip  on  September 
15  and  that  she  put  to  sea  on  September  22  ? 

Mr.  RusTAD.  Yes. 

The  Chairman.  And  that  she  passed  the  steamboat  inspectoi-s  on 
September  21  and  was  accepted  by  the  Shipping  Board  and  was 
turned  over  to  the  Matson  Co.? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Do  you  recall  all  of  that? 

Mr.  RusTAD.  Yes;  I  recall  all  of  that? 

The  Chairman.  And  did  you  know,  also,  about  six  or  seven  weeks 
before  she  was  turned  over  to  the  Maston  Co.  by  the  Fleet  Cor- 
poration the  'navy  yard  was  asked  to  dock  and  repair  the  Bromella^ 
and  that  it  cost  $25,000  for  the  docking  and  the  recalking  and  the 
repairs  to  the  hull  and  machinery  ? 

Mr.  RusTAD.  Well,  I  know  she  was  recalked;  she  was  docked  and 
recalked,  and  other  work  was  done  to  her  over  there. 

The  (/HAiR3rAN.  Did  you  know  that  a  large  number  of  treenails 
had  to  be  taken  out  and  replaced  ? 

Mr.  RusTAD.'No;  I  did  not;  I  believe  we  had  a  man  on  the  job 
over  there  until  Ketcham  was  shipped  over  there  to  inspect  the  ship 
daily.  •  I  was  over  there  once,  I  know  that,  and  went  all  through 
the  ship.  That  is  the  first  time  I  went  through  the  vessel,  because 
Mr.  Hall  was  our  senior  yard  inspector  down  there  at  that  time, 
and  he  was  hel(J  responsible  for  the  condition  of  that  ship.  I  can 
not  help  but  stating  that  it  was  due  to  his  ineflSciency  in  inspec- 
tion ;  we  are  all  liable  to  pass  up  something. 

The  Chairman.  You  are  not  there  all  the  time? 

Mr.  RusTAD.  No. 

Tlie  Chairman.  And  when  you  are  there  you  can  onl}'  see  a 
certain  portion  of  the  work  at  one  time  ? 

Mr.  RusTAD.  Yes. 

The  Chairman.  And,  of  couree,  where  you  had  a  number  of 
yards  under  your  jurisdiction,  and  you  were  responsible  for  all  *of 
them,  necessarily  your  visits  had  to  be  short? 

Mr.  RufiTAD.  Yes. 
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The  Chairman.  But  the  resident  inspector  was  there  all  of  the 
time  ? 

Mr.  RusTAD.  Yes. 

The  Chairman.  And  he  would  have  an  opportunity  all  of  the 
time 

Mr.  RusTAD  (interposing).  To  watch  the  ship. 

The  Chairman  (continuing).  To  see  the  work  in  all  parts  of  that 
ship  ? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Now,  is  that  not  rather  an  unusually  large  ex- 
penditure for  repairs  w^ithin  six  weeks  after  a  vessel  is  delivered? 

Mr.  RusTAD.  It  is. 

The  Chairman.  And  in  your  judgment  the  defects  that  had  to  be 
cured,  might  have  been  seen  during  construction? 

Mr.  RusTAD.  A  large  number  of  them ;  yes. 

The  Chairman,  les,  a  large  number  of  them.  The  fact  that 
after  she  was  launched  that  there  was  not  sufficient  leakage  two 
days  later  to  start  the  gasoline  pump,  would  not  be  conclusive  that 
there  was  no  defective  work? 

Mr.  RusTAD.  No.  Her  trouble  was  in  the  strut  pumps,  if  I  remem- 
ber right.  We  had  that  trouble  with  several  of  those  ships  of  that 
type.    We  had  that  trouble  with  the  Wishka, 

The  Chairman.  I  understood  you  to  sav  in  reply  to  Mr.  Kelley 
that  the  Wright  Shipyard  at  'f'acoma,  Wash.,  that  is  where  the 
Yaldvia  was  built — had  considerable  trouble  with  the  inspectors, 
they  would  not  give  them  very  much  consideration,  either  to  the 
resident  inspector  or  to  you  either? 

Mr.  RusTAD.  I  do  not  think  so,  no. 

The  Chairman.  They  paid  no  attention  to  suggestions  that  were 
made,  and  insisted  on  going  ahead  in  spite  of  protests? 

Mr.  RusTAD.  Yes ;  I  believe 

The  Chairman.  And  it  may  have  been  that  because  of  that  that 
the  Yakima  was  required  to  be  repaired  shortly  after  her  delivery 
at  the  navy  yard  ? 

Mr.  Rust  AD.  No;  the  Yakima,,  as  I  recall  it,  was  only  docked  over 
there  at  the  navy  yard;  and  that  is  the  process  that  we  had  followed, 
of  docking  all  ships  before  they  went  out  to  sea  after  launching. 

The  Chairman.  Yes,  but 

Mr.  Rustai).  And  in  regard  to  the  Yakima,^  her  top  side  had  dried 
to  such  an  extent  and  the  decks,  that  the  vessel  took  over  a  hundred 
bales  of  oakum. 

The  Chairman.  A  hundred  barrels? 

Mr.  RusTAD.  Bales. 

The  Chairman.  Bales  of  oakum;  yes. 

Mr.  RusTAi).  Yes.  And  we  certainly  looked  forward  to  being 
obliged  to  recalk  her  bottom  as  well;  and  when  we  got  the  ship 
into  the  dock  over  tliere,  we  found  that  the  bottom  calking  was 
good ;  we  tried  her  in  lots  of  places. 

The  Chairman.  Yes. 

Mr.  RrsTAD.  Capt.  Ross,  of  the  American  Bureau,  and  myself. 

The  Chairman.  Well,  do  you  know  of  any  ship  that  was  delivered 
here  in  Seattle,  wood  ship,  that  put  to  sea  and  had  to  come  back 
pretty  soon  to  avoid  sinking? 
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Mr.  RusTAD.  Well,  the  Bromella  came  back. 

The  Chairman.  Anv  other? 

Mr.  RusTAD.  The  Wishka  was  loaded  with  coal  at  Nkmaimo,  Brit- 
ish Columbia. 

The  Chairman.  How  many  hulls  did  the  Wright  company  have 
under  Contract  down  there? 

Mr.  RusTAD.  Two;  that  is  they  had  two  to  start  with,  and  then 
they  got  two  more,  and  I  believe  three  after  that,  and  two  after  that. 
They  were  cancelled.  The  three  are  out  in  Lake  Union,  and  two 
have  gone  to  sea. 

The  Chairman.  Do-  you  think  it  a  feasible  and  economical  plan 
to  follow  to  convert  some  of  these  wooden  hulls  into  barges  ? 

Mr.  RusTAD.  I  think  they  could  make  a  good  success  as  steam 
ships. 

Tlie  Chairman.  As  steamships? 

Mr.  Rustad.  Yes;  I  think  they  ought  to  get  out. 

The  Chairman.  As  a  seafaring  man  of  many  years  of  experience, 
it  is  your  judgment  that  there  is  a  demand  for  shipping  sufficient  to 
warrant  completing  these  wooden  hulls  and  installing  power  in 
them  ? 

Mr.  RusTAi).  Well,  as  to  the  demand  for  tonnage,  I  really  could 
not  say  anything  about  that,  how  the  market  is  at  present;  but  I  have 
allof  the  confidence  in  the  ships,  and  I  think  the  vessels  are  good 
sliips  and  Avill  speak  for  themselves  for  20  years  or  more. 

The  Chairman.  And  you  think  it  would  be  preferable,  for  the  best 
interests  of  the  future  maritime  policy  of  the  country  to  complete 
many  of  these  wooden  hulls  by  making  them  into  ships  with  powei' 
in  them  ? 

Mr.  RusTAD.  I  do ;  absolutely.  ' 

The  Chairman.  Xow.  assuming  a  hull  is  from  80  to  98  per  cent 
complete,  the  hull 

Mr.  Rustad.  Yes. 

The  Chairman  (continuing).  Or  would  be  practically  ready  to 
hegin  putting  in  machinery? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Are  you  of  the  opinion  that  it  would  be  better  to 
proceed  and  install  machinery,  turn  out  a  boat  with  power  in  it,  than 
to  take  that  hull,  from  80  to  98  per  cent  completed,  and  turn  it  into 
^  barge  without  power? 

Mr.  Rustad.  I  do. 

The  Chairman.  And  even  though  it  meant  a  little  more  expense 
to  put  power  into  it,  it  would  be  better  for  the  marine  and  shipping 
interests  of  the  country  to  have  that  ship  completed  as  was  originally 
intended  ? 

Mr.  Rustad.  Yes.  sir;  that  is  my  opinion. 

The  Chair3ian.  Now,  I  do  not  know^  whether  you  have  given  any 
thougfht  to  this  question  that  I  am  about  to  ast  you.  Captain,  but 
about  what  percentage  of  completion  would  you  say  a  ship  must 
have  reached  where  it  would  be  better  to  go  ahead  and  complete  her 
according  to  the  original  contract  rather  than  to  convert  her  into 
^pe  other  kind  of  craft?  Would  you  say  that  she  must  have 
reached  60  per  cent  or  70  per  cent  br  any  certain  stage  of  the  hull 
construction? 
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Mr.  RusTAD.  Well,  that  question  has  come  up  before.  The  joiner 
work  on  the  vessel,  the  completion  of  the  superstructure ;  in  other 
words,  figuring  up  the  percentage  of  the  ship  on  the  semimonthly 
blanks  they  do  not  quite  correspond.  It  seems  to  me  that  not  enough 
credit  is  due  for  the  amount  of  work  that  is  included  in  finishing  the 
superstructure  of  the  ship ;  in  other  words,  the  percentage  ot  the 
ship  lies  in  the  body. 

The  Chairman.  Yes. 

Mr.  RusTAD.  That  is,  in  the  hull. 

The  Chairman.  Yes. 

Mr.  Rust  AD.  But  I  should  judge,  I  have  not  really  figured  it  up^ 
but  for  instance,  the  Mohaska  or  the  Mufka  has  a  bridge  deck  in- 
stalled: she  could  be  treated  either  way  either  as  a  steamsliip  or  as 
a  barge  at  very  small  expense  either  way;  what  she  figures  up  I 
don't  know ;  I  should  think  it  ought  to  be  along  86  or  something  like 
that. 

The  Chairman.  Eighty-six? 

Mr.  RusTAD.  About  that:  yes. 

The  Chairman.  Have  you  seen  these  hulls  at  Lake  Union? 

Mr.  RusTAD.  Yes.  sir;  I  have  had  charge  of  them  all. 

The  Chairman.  You  had  charge  of  them? 

Mr.  RusTAD.  I  had  charge  of  placing  them  out  there. 

The  Chairman.  How  many  are  there  there  now? 

Mr.  RusTAD.  Forty-five  to  date,  I  believe. 

The  Chairman.  And  a  great  many  of  those  could  be  completed  as 
power  ships? 

Mr.  RusTAD.  Yes;  nearly  all  of  them;  with  the  exception  of  seven. 

The  Chairman.  What  is  the  matter  with  those  seven? 

Mr.  RusTAD.  Well,  there  is  really  nothing  the  matter  with  them. 
They  could  be  completed  as  steamships  to  great  advantage,  in  my 
opinion,  following  out  the  practice  out  here,  thereby  getting  a 
larger  cargo  space,  and  she  would  be  more  suitable  for  lumber  or 
any  other  cargo  that  she  might  handle. 

The  Chairman.  That  would  be  an  internal  combustion  engine,. 
Avould  it? 

Mr.  RusTAD.  Either  way ;  you  will  find  very  few  shipmasters  that 
will  personally  recommend  an  internal-combustion  engine;  they  do- 
not  depend  upon  them ;  but  from  the  owner's  standpoint  I  believe  a 
good  Diesel  engine  would  be  a  good  engine. 

The  Chairman.  Then,  that  would  involve  changing  some  of  th* 
original  plans  by  shifting  the  power  aft,  and  using  the  rest  of  the 
ship  for  cargo  space? 

Mr.  RusTAD.  1  es,  sir. 

The  Chairman.  You  would  call  that,  perhaps,  a  power  barge  ? 

Mr.  RusTAD.  No. 

Mr.  Chair^ian.  She  would  not  make  as  much  speed  as  under  the 
original  plans  would  she? 

Mr.  Rustad.  Well,  I  do  not  see  any  reason  why.  You  take  these 
Scandinavian  lines  coming  out  here,  they  are  making  twelve  loaded^ 
with  the  power  back. 

The  Chairman.  Twelve  knots. 

Mr.  Rustad.  Twelve  knots ;  they  are  10,000  tons  deadweight,  some 
of  those  ships. 
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The  Chairman.  Did  any  other  ships  from  the  Wright  yards  re- 
-qnire  reconstruction  or  recalking  or  treenailing  done  over  again? 

Mr.  BusTAD.  We  really  had  no  treenail  trouble ;  as  I  said  before, 
the  opinion  on  a  good  sound  treenail  varies  greatly,  and  the  more  I 
tried  on  the  various  vessels  in  the  various  yards,  the  more  I  learned. 
I  tried  them,  and  I  watched  them  to  see  they  were  driven  tight  to 
begin  with,  and  then  come  back  a  month  later  and  found  that  I 
<«uld  pull  them  all. 

The  Chairman.  You  expect  to  go  as  the  master  of  a  ship  built 
out  here,  Mr.  Rustad. 

Mr.  RnsTAD.  Yes. 

The  Chairman.  For  the  Fleet  Corporation? 

Mr.  Rustad.  Yes,  a  steel  ship. 

The  Chairman.  A  steel  ship? 

Mr.  Rustad.  Yes. 

The  Chair>ian.  In  your  judgment.  Captain,  if  the  Anacortes 
yard  had  been  taken  over  by  the  Fleet  Corporation,  and  the  work 
there  done  under  the  direct  supervision  of  the  district  officers  and 
their  subordinates,  would  not  greater  progress  have  been  made? 

Mr.  Rustad.  Yes;  there  is  no  doubt  in  my  mind  that  we  could 
have  made  50  per  cent  better  time  than  we  did. 

The  Chairman.  At  least  on  the  delivery  of  material  and  repairs, 
when  called  to  the  attention  of  the  district  office,  that  could  ha\  e 
been  remedied  without  much  trouble,  could  it  not? 

Mr.  Rustad.  I  think  so,  if  the  proper  action  had  been  taken. 

Mr.  Chairman.  Yes. 

Mr.  Rustad.  And  a  good  man  put  in  charjje  over  there,  and  one 
thing  and  another;  but  I  told  this  office  as  far  as  I  could.  I  was 
not  acquainted  with  the  working  of  the  office. 

The  Chairman.  Yes;  I  understand.  I  am  just  getting  your  opin- 
ion. 

Mr.  Rustad.  Yes. 

The  Chairman.  I  do  not  assume  to  reflect  upon  anybody.  T  just 
want  your  honest  opinion — what  you  observed  and  how  you  think 
it  might  have  been  remedied  if  you  were  there  to  do  what  you 
thought  proper.  Now,  with  reference  to  the  Sloan  yard  at  Ana- 
cortes, was  that  a  particularly  advantageous  place  for  the  installa- 
tion of  a  shipyard  in  the  first  instance  ? 

Mr.  Rustad.  No. 

The  Chairman.  It  is  on  an  island? 

Mr. . Rustad.  It  is  on  an  island,  far  away  from  labor;  and  of 
course  they  were  obliged,  I  believe,  to  freight  the  material  over 
from  the  town  in  barges  and  one  thing  and  another.  I  don't  think 
much  of  the  site;  it  is  a  nice  place  and  all  that,  but  labor  is  what' 
you  have  to  consider. 

The  Chairman.  Were  conditions  somewhat  similar  at  the  Olym- 
pia  yard,  with  reference  to  the  disorganized  condition  there? 

Mr.  Rustad.  It  seemed  that  way  to  me. 

The  Chairman.  Yes. 

Mr.  Rustad.  It  seemed  that  the  proper  head  was  never  in  charge? 

The  Chairman.  And  progress  there  was  not  in  keeping  with  the 
progfess  made  in  other  wood  shipyards? 

Mr.  Rustad.  Far  from  it. 
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The  Chairman.  And  that  might  have  been  remedied  by  pi'0|)er 
action  being  taken? 

Mr.  RusTAD.  Yes. 

The  Chairman.  By  the  district  officer? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Do  you  know  the  Meacham  &  Babcock  yard? 

Mr.  RusTAD.  Yes,  sir. 

The  Chairman.  Have  you  visited  there? 

Mr.  RusTAD.   Yes. 

The  Chairman.  Have  you  ever  visited  it  since  it  was  put  in  the- 
hands  of  a  receiver? 

Mr.  RusTAD.  Just  the  other  day,  for  the  purpose  of  determining- 
what  to  do  on  the  reinstated  canceled  hull  out  there. 

The  Chairman.  Do  you  know  whether  or  not  better  progress  has 
been  made  at  that  yard  since  the  receiver  was  appointed  than  be- 
fore? 

Mr.  RusTAD.  They  had  not  done  any  work  there  until  here  a  few 
days  ago. 

The  Chairman.  When  they  went  into  the  hands  of  a  receiver,, 
work  was  suspended? 

Mr.  RusTAD.  Yes. 

The  Chairman.  Until 

Mr.  Rustad.  The  yard  was  quiet;  the  strike  Came  on  here  last 
Januarv. 

The  Chairman.  Yes  ? 

Mr.  Rustad.  The  middle  part  of  January ;  and  it  was  during  the- 
strike  that  the  vard  was  taken  over  bv  the  receiver. 

The  Chairman.  Oh,  yes;  but  they  had  been  doing  work  there  prior 
to  that  time? 

Mr.  Rustad.  Oh,  yes. 

The  Chairman.  Making  good  progress. 

Mr.  Rustad.  They  made  good  progress  out  there;  yes. 

The  CHAiR^fAN.  Then  it  was,  in  your  opinion,  due  to  the  strike 
that  the  receivership  became  necessary? 

Mr.  Rustad.  No  :  I  would  not  say  that. 

The  Chairman.  What  other  conditions  entered  into  the  necessity 
ot  a  receivership. 

Mr.  Rustad.  Well,  I  reallv  don't  know,  but  I  heard  in  the  office — 
of  course,  it  was  its  financial  condition  that  necessitated  that  action: 
I  could  not  say. 

The  Chairman.  As  to  the  advances  made  to  that>  yard,  and  pay- 
ments, you  do  not  have  anything  to  do  with  that? 

Mr.  Rustad.  No. 

The  Chairman.  As  traveling  inspector,  it  does  not  become  neces- 
sary for  you  to  know  about  payments  and  advances? 

Mr.  Rustad.  No. 

The  Chairman.  That  is  how  much  had  been  paid  or  when? 

Mr.  Rustad.  Njo,  sir:  I  am  not  familiar  with  that  in  any  way.  Just 
construction  is  all  I  have  to  do  with. 

The  Chairman.  Were  you  ever  called  upon  to  investigate  any 
claims  set  up  on  behalf  of  the  Grays  Harbor  Motorship*  Corporation,, 
that  they  had  some  peculiar  influence  that  they  could  exert  upon  the 
inspectors  of  the  Fleet  Corporation,  whereby  they  could  get  work 
passed  which  ordinarily  would  not  be  passed? 
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Mr.  BusTAD.  No ;  that  is  absolute  news  to  me. 
The  Chairman.  You  never  heard  of  that  thing? 
Mr.  RnsTAD.  I  never  heard  of  that  before. 

The  Chairman.  Nobody  in  the  office  ever  referred  to  anything 
like  that  to  you? 
Mr.  RusTAD.  No. 

The  Chairman.  Or  tell  you  about  it  ? 
Mr.  RusTAD.  No ;  it  is  absolute  news  to  me. 
The  Chairman.  Do  you  know  Mr.  Beattie,  assistant  manager  of 

the 

Mr.  RusTAD.  In  the  home  office.  There  is  some  such  man  connected 
with  the  home  office. 
The  Chairman.  Did  you  know  Mr.  Lang,  of  the  American  bureau  ? 
Mr.  RiTSTAD.  Yes,  sir ;  I  met  him  on  his  inspection  trip  out  here  in 
March,  I  believe  March  12,  Mr.  Lang,  Mr.  Whitney,  Capt.  Magee, 
Capt.  Ross,  and  myself,  we  visited  the  Grays  Harbor  Motorship 
Corporation  yards. 

The  Chairman.  Matters  down  there  had  gotten  all  snarled  up 
hadn't  they,  on  account  of  the  way  the  work  was  progressing  and 
the  vessels  were  not  passing  the  inspection  of  the  American  bureau, 
and  not  fulfilling  the  specifications,  and  one  thing  and  another? 

Mr.  RusTAD.  1  do  not  know ;  it  seems  that  the  plans  as  originally 
approved  by  the  American  bureau  for  the  (irays  Harbor  Motorship 
corporation  did  not  cover  all  of  the  requirements  that  Lang  later  in- 
troduced, and  for  that  reason  I  could  not  see  how  it  came  about.  I 
do  not  know  whether  Mr.  Shubach  ever  expected  to  put  in  a  claim 
for  extras  or  not,  for  any  additional  work  that  might  be  required  by 
the  American  Bureau  of  Shipping,  or  our  office,  and  Mr.  Lang  at  that 
time  made  I'ecommendations  which  were  ito  install  additional 
strengthening  timber,  cross  shaft  logs,  and  extension  of  the  water- 
ways and  under  deck  girders,  as  I  remember  it  now ;  and  I  think  I 
was  not  present  at  the  time  that  Mr.  Lang  and  Mr.  Shubach  had  -the 
dispute,  but  they  had  a  dispute  over  that,  and  for  that  reason  I  believe 
that  the  American  bureau  pulled  out  of  the  yard,  because  Shubach,  I 
believe,  insisted  upon  either  extra  compensation  for  additional 
\s'ork — ^that  is  as  far  as  I  know ;  I  may  be  saying  too  much  on  that ; 
but  as  far  as  I  know,  he  either  wanted'to  carry  out  the  original  plans 
that  he  contracted  for  and  that  were  approved  by  the  American 

Bureau  of  Shipping 

The  Chairman.  Now,  Captain,  in  your  judgment  as  a  shipping 
man  and  one  familiar  with  the  shipping  needs  of  this  section,  how 
many  wooden  shipyards  do  you  think  can  be  reasonably  operated 
out  here  in  this  district,  say,  in  the  future,  in  order  to  keep  up  with 
the  needs  of  the  shipping  interests  of  the  country  ? 

Mr.  RusTAD.  Well,  personally,  I  don't  believe  there  will  be  a  whole 
lot  to  do  for  a  wood  yard,  for  any  of  them.  Seaborn  was  in  business 
l)efore  the  war  came  along,  and  built  motor  ships.  Nilsen  &  Kelez 
were  doing  work;  that  is,  they  built  a  number  of  t^s  and  motor- 
ships  and  one  thing  and  another ;  and  the  Winslow  Yard  across  the 
bay  built  a  number  of  schooners  in  the  old  days ;  but  up  to  the  time 
of  the  war  the  wood  ships  was  something  of  the  past.  There  was 
very  little  to  do  for  them,  and  wood  shipbuilding  had  practically 
ceased  on  this  coast. 
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The  Chairman.  It  became  necessary,  as  far  as  wood-ship  building 
went  on  this  coast,  practically  to  start  anew  ? 

Mr.  RusTAD.  Yes. 

The  Chairman.  And  to  break  in  a  lot  of  green  men  right  in  the  be- 
ginning? 
*  Mr.  KusTAD.  Yes. 

The  Chairman.  And  it  was  natural  to  expect  that  in  wood-ship 
construction  on  this  coast  at  the  start,  that  there  would  be  many  mis- 
takes perhaps  made  that  would  only  be  learned  from  future  develop- 
ment, and  they  would  have  to  be  remedied  as  they  went  along? 

Mr.  RusTAD.  Yes,  absolutely.  They  figured  seven  to  eight  j)er 
cent,  skilled  men  in  a  yard,  and  you  were  up  against  a  hard  proposi- 
tion to  watch  all  of  those  men. 

The  Chairman.  So  you  think,  in  the  future,  that,  as  far  as  wood 
ships  go,  there  will  not  be  any  necessity  for  very  many  yards  in  this 
particular  district? 

Mr.  RuSTAD.  No;  very  few,  very  few. 

The  Chairman.  Of  course,  I  suppose  there  will  be  a  need  for  re- 
pair yards? 

Mr.  RusTAD.  Oh,  yes. 

The  Chairman.  Docking  facilities? 

Mr.  RusTAD.  Yes ;  to  take  care  of  the  present  jftnount  of  ships  they 
now  have  around. 

The  Chairman.  How  about  the  steel  ships ;  do  you  care  to  express 
an  opinion  about  the  steel  boats?  How  many  then  of  them  do  you 
think  there  will  be  any  need  for  in  the  future? 

Mr.  RusTAi).  It  is  really  hard  for  me  to  say.  It  seems  to  me  that 
if  the  United  States  intends  to  follow  out  the  policy  that  she  entered 
into  during  the  war,  and  she  would  come  back  on  the  ocean  again,  as 
a  maritime  nation,  we  would  need  a  bunch  of  ships. 

The  Chairman.  Do  you  believe,  with  the  now  existing  navigation 

laws  and  with  the  visible  supply  of  ships  the  United  States  has — as 

'  a  result  of  the  war  program  of  shipbuilding — ^that  the  United  States 

can  put  its  ships  upon  the  seas  again  and  profitably  operate  them  in 

transporting  its  commerce? 

Mr.  RrsTAD.  I  am  in  hopes  of  seeing  that  time,  but  the  labor  situa- 
tion and  the  Seaman's  bill  and  one  thing  and  another  like  that  will 
have  a  great  bearing  upon  it.  It  seems  that  on  an  American  ship, 
the  owner  figures  it  costs  so  much  more  to  operate  our  vessels,  that 
we  can  hardly  compete  with  the  foreign  interests.  You  take  the  big- 
gest part  of  foreign  vessels  and  they  are  manned  by  coolies,  Chinese, 
and  so  forth ;  and  thereby  having  a  cheaper  crew ;  but  I  should  think 
that  America  could  become  the  maritime  nation  once  more  under  the 
present  circumstances ;  yes,  sir. 

The  Chairman.  That  we  have  got  the  fleet? 

Mr.  RusTAD.  We  have  got  a  fleet. 

The  Chairman.  We  have  the  commerce! 

Mr.  RrsTAD.  Yes. 

The  Chairman.  And  we  can  get  the  crews  and  the  masters? 

Mr.  Rustad.  Yes;  you  can  get  plenty  of  them. 

The  Chairman.  And  take  our  place  again  as  a  maritime  nation? 

Mr.  Rustad.  Oh,  yes. 

The  Chairman.  I  think  that  is  all.  Have  you  any  questions,  Mr. 
Foster,  or  Mr.  Hadley? 
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Mr.  Hadlet.  I  have  none. 

Mr.  Foster.  I  have  no  questions. 

The  Chairman.  I  think  that  is  all.  Captain.    Thank  you  very  much. 

TESTIMONT  OF  MB.  HOWAED  G.  C080BOVE— BeBnmed. 

Mr.  Hadley.  I  would  like  to  ask  you  one  or  two  further  questions^ 
Mr.  Cosgrove,  which,  I  think,  were  not  introduced  earlier.  What  is 
your  age  ? 

Mr.  CosGR0\'E.  I  am  »38. 

Mr.  Hadley.  How  long  have  von  been  engaged  in  the  practice  of 
law? 

Mr.  CosGROVE.  Since  1904. 

Mr.  Hadley.  How  long  have  you  lived  in  the  city  of  Seattle? 

Mr.  C08GROVE.  I  have  had  my  permanent  residence  here  since  19()9. 

The  Chairman.  Were  you  born  in  this  State? 

Mr.  CosGROvE.  No;  I  was  bom  in  Cleveland,  Ohio.  I  have  lived 
in  this  State  since  1883. 

Mr.  Hadley.  Since  1883  ? 

Mr.  CosGRovE.  Yes,  sir. 

Mr.  Hadley.  You  formally  lived  in  eastern  Washington? 

Mr.  CosGROx-E.  I  formerly  lived  at  Pomeroy,  Wash. 

Mr.  Hadley.  Then,  you  came  into  the  State  at  about  2  years  of 
age? 

Mr.  CosGRO\'E.  I  was  about  8  years  of  age ;  yes,  sir. 

Mr.  Hadley.  And  vou  lived  at  Pomerov  urttil  1909,  and  then  moved 
to  the  city  of  Seattle? 

Mr.  CosGROi'E.  Yes,  sir. 

Mr.  Hadley.  You  bepan  the  practice  of  law  in  Pomeroy? 

Mr.  Cosgro^t:.  Yes,  sir;  with  my  father. 

Mr.  Hadley.  Have  you  been  continuously  engaged  in  the  practice 
since  you  began  it  ? 

Mr.  CosGROVE.  Yes,  sir. 

Mr.  Hadley.  Fifteen  years? 

Mr.  CosGROVE.  Yes,  sir. 

Mr.  Hadley.  You  have  been  engaged  in  the  general  practice  of 
law? 

Mr.  Cosgrove.  (Jeneral  practice:  yes,  sir. 

Mr.  Hadley.  In  the  several  courts  of  this  State  ? 

Mr.  Cosgrove.  Yes,  sir;  and  the  Federal  courts. 

Mr.  Hadley.  And  the  United  States  district  court,  T  take  it? 

Mr.  (^osgrove.  Yes,  sir;  the  United  States  district  court. 

Mr.  Hadley.  That  is  all.  I  thought  the  record  did  not  show  your 
experience,  and  I  simply  wanted  to  introduce  that  for  the  informa- 
tion of  the  committee,  who  are  not  so  well  acquainted  with  you  as  I 
am  myself. 

The  Chairman.  Mr.  Cosgrove,  was  there  any  litigation  in  the  dis- 
trict office  that  came  to  your  notice,  either  with  reference  to  your 
own  connection  with  the  office  or  any  matters  which  were  referred  to 
you  or  of  which  you  had  knowledge  as  assistant  counsel  during  the 
time  you  were  connected  with  it  here? 

Mr.  Cosgrove.  Pertaining  to  my.  relationship  ? 
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The  Chairman.  No;  pertaining  to  your  relationship  or  the  rela- 
tionship of  any  of  the  other  officers  here,  relating  to  matters  of  which 
you  had  knowledge  or  which  were  referred  to  you  as  assistant 
counsel  ? 

Mr.  Cosgrove.  There  has  never  been  any  friction,  as  far  as  I  know, 
in  either  the  local  office  or  the  home  office  of  the  Fleeet  Corporation 
and  my  office.  I  have  enjoyed  a  very  satisfactory  relationship  with 
the  local  officers  and  also  the  home  office  officials  oi  the  Fleet  Corpora- 
tion. 

The  Chairman.  Have  you  any  knowledge  of  friction  or  contro- 
versy between  Capt.  Blain  and  any  other  official  of  the  home  office 
during  his  incumbency  as  district  manager? 

Mr.  Cosgrove.  I  know  nothing  between  Capt.  Blain  and  any  ofRcial 
of  the  home  office. 

The  Chairman.  Do  you  know,  of  your  own  knowledge,  of  any 
friction  or  controversy  between  other  officials  of  the  district  office? 

Mr.  Cosgrove.  I  think  there  was  some  friction  between  Capt.  Blain 
and  Mr.  Pigott.    I  do  not  know  of  any  other. 

The  Chairman.  Do  you  know  of  any  controversy  existing  between 
Capt.  Blain  And  Mr.  Purse,  who  was  the  auditor  at  one  time  hei^?. 

Mr.  Cosgrove.  Yes;  I  think  there  was  some  friction  there,  which 
resulted  in  Mr.  Purse  leaving  the  organization. 

The  Chairman.  You  have  no  knowledge  of  the  details  or  circum- 
stances of  that? 

Mr.  Cosgrove,  Well,  I  have  heard  something  of  it;  yes. 

The  Chairman.  Were  any  of  the  matters  in  controversy  referred 
to  you,  or  were  you  consulted  in  reference  to  them  ? 

Mr.  Cosgrove.  No,  sir.  I  might  say  that  the  friction  was,  as  I 
understood  it,  nothing  personal  between  them. 

The  Chairman.  A  question  of  jurisdiction? 

Mr.  Co8GRO\T..  No;  merely  a  matter  of  what  was  said  to  be  the 
conduct  of  Mr.  Purse  as  an  official.  The  details  of  that  can  prob- 
ably be  more  definitely  answered  by  Mr.  Fleming. 

The  Chairman.  Fleming,  the  auditor? 

Mr.  Cosgrove.  Who  is  the  comptroller  at  Portland,  and  who 

The  Chairman.  He  was  formerly  an  auditor  here? 

Mr.  Cosgrove.  Yes. 

The  Chairman.  I  think  that  is  all  I  have. 

Have  you  anything  further,  Mr.  Kelley? 

Mr.  Keu^ey.  Going  back  to  the  proposal  of  Capt.  Blain  to  put 
somebody  from  Grays  Harbor,  or  elsewhere,  in  complete  control  of 
the  Sloan  business,  I  think  you  said  this  morning  that  you  advised 
Mr.  Blain  against  changing  the  status  created  by  the  agreement  of 
May  1;  that  they  had  better  go  on  as  they  were;  at  least,  advised 
his  against  the  proposition  that  he  put  up  to  you  ? 

Mr.  Cosgrove.  ^  es,  sir.  As  I  understood  it  from  him,  it  was  a 
matter  in  contemplation  with  him,  believing  that  the  Sloan  yards 
were  not  producing  ships  as  they  should  under  the  present  arrange- 
ment, and  that  it  would  be  better  if  a  successful  organization,  such  as 
Grant  Smith-Poi-ter,  be  persuaded  to  take  charge  and  fnish  the 
work. 

Mr.  Kelley.  Did  he  state  that  he  had  made  a  tentative  agreement 
with  the  Grays  Harbor  Motor  Ship  Corporation  in  respect  to  this 
work? 
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Mr.  CosGROVE.  I  think  he  did  say  that  he  was  considering  also 
Grays  Harbor  as  well  as  the  Grant  Smith-Porter  Co. 

Mr.  Kbiajry.  This  telegram  of  October  12, 1918,  to  Mr.  Piez  covers 
(hat  situation ;  I  will  just  read  it  to  you : 

Reference  to  conversation  Philadelphia,  subject  Sloan  SMpyard,  I  have  just 
eoncludcHi  close  Investigation  affairs  of  the  Olynipla  yard,  and  find  same  in 
a  chaotic  state  so  far  as  structural  progress  that  institution  concerned.  With 
a  view  of  arriving  at  some  solution  for  this,  I  have  had  several  conferences 
with  Messrs.  Schubach,  Patterson,  Ward,  and  Shorts,  the  executive  organiza- 
tion of  the  Grays  Harbor  Motor  Ship  Corporation,  on  this  date.  They  make 
verbal  proposition  to  undertake  effective  Fleet  Corporation's  designated  date 
to  complete  ships  under  construction  at  the  Sloan  shipyards,  Olympla,  on  the 
basis  of  a  fixed  fee  of  $15,000  per  complete  ship,  this  fee  to  be  baf^-^d  on  the 
percentage  of  completion  as  shown  by  Fleet  Corporation  records  of  date  the 
agreeoient  becomes  effective. 

This  would  mean  further  that  the  Fleet  Corporation  (»f  this  office  would 
undertake  continuance  of  the  management  of  the  Anacortes  yard  at  least 
until  the  present  six  ships  laid  down  are  launched,  and  it  contemplates  the 
outfitting  and  completion  of  thos*»  vessels  at  Olympia.  Also  determining  what 
proportion  of  the  $15,000  fee  per  ship  would  go  to  tlie  (Jrays  Harbor  motor- 
ship  organization  by  the  percentage  of  completion  of  vessels  when  taken  away 
from  Anacortes.  I  si>ent  a  day  in  A4)er(ieen  to  study  the  organization  of  the 
Grays  Harbor  Motorship  (^»ri)oration,  another  day  in  Olympia.  and  from  my 
viewi)Oint  this  is  tlie  most  reasonable  solution  1  can  suggest  to  arrive  at 
a  satisfactory  and  economical  conclusion  of  the  Sloan  yard  at  Olympia.  With 
your  approval  and  that  of  Mr.  Cutthell  Cosgrove  Fleet  Corporation  attorney 
here,  could  draw  the  agreement  if  same  Is  n(»t  done  by  the  home  office.  Please 
advise  your  desires  in  the  premises.  With  reference  to  Anacortes  yard  I  do 
not  think  it  advisable  to  ask  anyone  to  undertake  c<mipletion  of  ships  at  tliat 
plant,  but  believe  after  visit  tliere  coming  week  I  can  arrive  some  solution 
wliereby  efficient  organization  can  be  created  to  at  least  finis] ^  l>resent  c(m- 
tracts.  Joseph  Sloan  left  that  organization  during  Mr,  IMgott's  r(>gime,  as  I 
understand,  to  become  candidate  for  Congress.  Yard  is  now  in  hands  of 
business  manager  Pigott  formerly  had  at  Olympia. — Blain. 
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John  F.  Blain,  t^eattie,  WaHh.: 

Slftan  shipyards.  Your  wire  Piez  13th.  Cost-plus  fee  plan  not  practicable 
in  view  of  existing  contract  witli  Sloan.  Imi>ortant  tliat  Fleet  Corporation's 
right  under  contract  of  May  1.  191S,  be  preserved.  That  contract  must  not 
be  brenche<l  in  any  respect  and  any  arrangements  must  be  made  in  accord 
therewith.  Under  sei'tions  C  and  I^,  article  6  of  that  contract  we  can  put 
your  plan  into  effect  substantially.  Remove  present  management.  Call  on 
Sloan  Hhipyards  to* nominate  n  suitable  man,  if  possible,  a  (irays  Harbor  man 
*>r  a  man  of  similar  ability  and  experience  to  take  executive  management.  If 
Sloan  will  not  nominate  satisfactory  person  we  must  act  on  our  own  judgment. 
^'ew  management  nnist  be  in  thonmgh  accord  with  best  interests  cjf  Sloan 
shipyards.  Important  to  keep  in  mind  fact  that  management  acts  for  the 
aoctmnt  of  Sloan.  Make  your  arrangements  tentative  and  sul)ject  to  home 
"fflce  appn»val.  Any  contracts  carrying  this  plan  Into  effect  will  be  pre|)are(l  at 
home  office  in  conjunction  with  Cosgrove. — James  O.  Hey  worth. 

The  Chairman.  Now,  you  knew  about  that  proposition  in  its  final 
stages  and  disapproved  of  the  plan  entirely? 

Mr.  Cosgrove.  Well,  I  do  not  know  whether  I  ever  saw  that 
telegram.  '  I  think  I  did,  but  it  was  after  it  was  sent,  and  I  believe 
if  I  am  right,  I  was  called  into  a  conference  by  Capt.  Blain  after 
it  happened — not  before. 

Mr.  Kelley.  And  the  next  day  the  home  office  wired  rejecting  the 
plan? 

Mr.  Cosgrove.  Mr.  Chairman,  you  asked  me  this  morning  for  the 
mortgages  on  the  Seattle  construction  plant. 
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The  Chairman.  Yes. 

Mr.  CosGROVE.  Do  you  wish  those  now? 

The  Chairman.  Yes;  I  think  we  had  better  have  them  for  the 
record. 

Mr.  CosoRovE.  There  was  a  mortgage  of  $1,500,000,  which  had 
been  ms^de  by  Moran  to  Dexter,  Horton  &  Co.,  bankers,  as  trustee. 
That  is  a  local  bank.     There  was  another  mortgage  which  had  been 

fiven  bv  the  Seattle  Construction  &  Dry  Dock  Co.  to  the  Guaranty 
rust  Co.,  of  New  York,  as  trustees,  for  $1,250,000,  of  which  it 
appears  only  $1,000,000  had  beeji  issued  and  sold.  Of  course,  I  do 
not  know  who  the  bondholders  were. 

The  Chairman.  Was  that  a  second  mortgage? 

Mr.  CosoROVE.  I  think  so. 

The  Chairman.  Have  you  got  the  dates  of  those? 

Mr.  CosGRovE.  The  first  mentioned  mortgage,  which  is  for  $1,- 
500,000,  is  dated  April  2,  1906,  and  the  other  one  is  dated  January  1, 
1912. 

The  Chairman.  Those  were  upon  the  plant  at  Seattle,  which  was 
later  taken  over  by  the  Fleet  Corporation  ? 

Mr.  Co8GR0\T,.  Yes,  sir. 

The  Chairman.  Is  there  any  description  of  the  property  covered, 
given  in  the  mortgages  ? 

Mr.  CosGROVE.  I  am  quite  sure  there  is. 

The  C^HAiRMAN.  Did  it  include  an>i;hing  besides  land? 

Mr.  Co8GRO\T5.  Yes,  sir. 

The  Chairman.  Buildings,  machinery,  and  equipment? 

Mr.  CosGROVE.  No;  that  terminology  would  cover  everything  they 
had. 

The  Chairman.  Land,  buildings,  machinery,  and  equipment? 

Mr.  CosGROM-:.  By  "equipment,'^  I  would  include  dry  docks. 

The  Chairman.  Yes:  that  is  what  I  mean.  That  took  in  the 
drv  docks  that  thev  had  there? 

Mr.  CosGROvE.  Yes.  sir.     They  had  two  dry  docks,  if  I  recollect  it 

The  Chairman.  They  were  towed  to  Tacoma  later,  were  they 
not? 

Mr.  CosGRovE.  I  think  they  were.  The  dry  docks  were  excluded 
from  the  purchase. 

The  Chairman.  By  the  Fleet  Corporation? 

Mr.  CosGROMi:.  Yes. 

The  Chairman.  The  Fleet  Corporation  assumed  the  expense  of 
towing  them  to  Tacoma? 

]Mr.  (\)sc}R()VE.  I  could  not  answer  that  without  reference  to  the 
papers. 

The  Chairman.  The  agreement  will  show. 

Have  vou  any  questions,  Mr.  Foster? 

Mr.  Foster.  No. 

Mr.  Hadi.ey.  I  would  like  to  ask  one  or  two  questions  about  this 
mortgage  matter.  What  rates  of  interest  do  those  mortgages  bear, 
if  vou  know? 

Mr.  C()S(;r<)ve.  T  do  not  readily  turn  to  that. 

The  Chairman.  Would  you  be  able  to  state,  Mr.  Cosgrove,  by 
referring  to  the  supplemental  agreement  between  the  construction 
company,  where  these  mortgages  are  referred  to  with  the  rates  of 
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interest,  if  that  was  the  correct  rate?  That  long  paragraph  in  the 
middle  there  is  the  one. 

Mr.  CosGROVE.  Yes ;  it  would  appear  from  this  supplemental  agree- 
ment that  the  $1,500,000  mortgage  bears  interest  at  ^  per  cent  and 
the  other  one  at  6  per  cent. 

Mr.  Hadley.  When  does  the  Dexter  Horton  Co.  mortgage  ma- 
ture? 

Mr.  CosGROVE.  From  this,  it  appears  it  matures  in  1926. 

Mr.  Hadley.  And  the  other? 

Mr.  CosGROVE.  The  other  one  in  1922.  I  think  I  liave  copies  of 
the  mortgages  in  my  files. 

Mr.  Hadley.  Did  "the  Fleet  Corporation  assume  these  mortgages 
in  the  purchase  of  the  property? 

Mr.  CosGRovE.  Let  me  have  that  and  I  will  tell  you. 

Mr.  Hadley.  I  think  that  contract  is  not  in  the  record  and  I  want 
to  find  the  relation  of  the  Government  to  the  transaction. 

Mr.  Co8GRO\T!:.  It  did. 

Mr.  Hadley.  Do  you  know  whether,  in  the  transfer  to  Skinner  & 
Eddy,  Skinner  &  Eddy  agreed  to  assume  it  as  a  part  of  the  purchase 
price  ? 

Mr.  CosGROVE.  Have  you  got  the  other  one  there? 

The  Chairman.  No. 

Mr.  CosGRovE.  I  think  it  did. 

Mr.  Hadley.  What  was  the  transaction  between  the  Fleet  Cor- 
poration and  Skinner  &  Eddy?  Was  it  in  the  nature  of  contract  or 
an  option  ? 

Mr.  CosGROVE.  Contract  of  sale. 

Mr.  Hadley.  Is  it  such  a  contract  as  the  Fleet  Corporation  could 
enforce  with  respect  to  sale  and  transfer  and  collection  of  the  money  ? 

Mr.  CosGRovE.  As  it  was  originally  drafted,  no. 

The  Chairman.  No. 

Mr.  Hadley.  What  was  the  date  of  the  original  draft? 

Mr.  CosoROVE.  The  original  draft  consisted  of  a  memorandum 
dated  May  11,  1918,  signed  by  Howard  Coonley,  vice  president  of 
the  Fleet  Corporation,  and  accepted  by  the  Skinner  &  Eddy  Cor- 
poration. 

The  Chairman.  What  was  the  date  of  the  modification  of  the 
contract,  if  it  was  modified? 

Mr.  CosGROVE.  I  do  not  think  it  was  modified. 

The  Chairman.  Well,  it  was  supplemented. 

Mr.  •  CosGRovE.  I  think  this  was  intended  to  be  a  preliminary 
document,  to  be  later  merged  in  the  formal  papers. 

The  Chairman.  The  original  agreement  provided  for  a  formal 
apeement  which  would  be  executed,  if  considered  necessary,  by  the 
Fleet  Corporation? 

Mr.  Cosgrove.  I  think  so. 

Mr.  Hadley.  Well,  was  there  a  subsequent  contract? 

Mr.  Cosgrove.  I  think  there  was.    I  do  not  have  them  in  this  file. 

Mr.  Hadley.  To  save  time,  let  me  ask  the  question,  and  you  can 
examine  the  matter  afterwards.  Assuming  that  no  subsequent  agree- 
ment was  executed,  will  you  examine  the  original  memorandum  to 
which  you  referred,  and  point  out,  if  such  a  provision  is  contained 
therein,  the  provision  which  would  make  it  possible  for  the  Govern- 
ment to  enforce,  through  the  Fleet  Corporation,  the  performance  of 
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the  contract  and  the  collection  of  the  money,  aside  from  recovering 
in  the  way  of  rentals  on  the  construction  of  ships. 

Mr.  CosGROVE.  That  raises  a  very  difficult  question  of  a  contract 
in  itself  not  meeting  the  requirements  of  the  statute  as  to  form,  but 
which  has  been  partially  performed. 

Mr.  Hadley.  Well,  assuming  for  the  purpose  of  this  question,  that 
it  should  be  treated  as  sufficiently  executed  within  the  meaning  of 
the  statute,  by  reason  of  part  performance,  and  in  that  event,  is 
there  such  a  provision  in  the  contract  as  will  enable  the  Fleet  Cor- 
poration to  enforce  the  payments  of  the  purchase  price  after  can- 
cellations of  contracts  for  the  construction  of  ships,  and  the  possible 
inability  to  realize  through  the  medium  of  rentals  at  so  much  per 
ship? 

Mr.  CosGROVE.  I  would  prefer  to  answer  that  question  after  you 
give  me  an  opportunity  to  study  that  document  a  little  further. 

The  Chairman.  Have  you  a  copy  of  this,  Mr.  Cosgrove? 

Mr.  Cosgrove.  Yes;  I  have. 

Mr.  Hadley.  I  realize  that  involves  a  legal  opinion.  I  have  not 
had  a  chance  to  study  it,  and  I  wanted  to  get  your  idea  of  the  posi- 
tion that  the  Fleet  Corporation  occupies  with  respect  to  the  trans- 
action under  that  document.  Then,  if  you  will  kindly  look  further 
and  ascertain  if  there  was  a  subsequent  contract  executed,  it  might 
clear  this  up,  and  that  question  might  not  be  material. 

Mr.  Cosgrove.  I  will  run  through  the  records  and  be  ready  to 
answer  that  later. 

Mr.  Hadi^y.  All  right. 

Mr.  Foster.  It  has  been  suggested  here  that  two  of  these  dry 
docks  have  been  removed,  to  another  county,  perhaps. 

Mr.  CosGRo\T..  They  were  taken  over,  as  I  understand  it,  to  the 
Todd  plant  at  Tacoma. 

Mr.  Foster.  Did  the  mortgagees  consent  to  that  removal  of  that 
security  from  there? 

Mr.  Cosgrove.  I  do  not  know.  They  are  back,  though,  now,  as  I 
understand  it,  here  at  the  Todd  plant  in  this  city.  I  know  nothing 
about  that.    The  home  office  handled  that  entirely. 

The  Chairman.  Don't  you  understand  that  they  constructed  a  new 
dry  dock  in  the  Todd  plant  in  the  place  of  the  two  that  were  re- 
moved ? 

Mr.  Cosgrove.  I  understand  one  was  built,  but  I  do  not  know  its 
whereabouts.    I  have  not  been  at  the  Todd  plant  for  quite  a  while. 

The  Chairman.  The  reason  I  asked  was,  when  we  attended  the 
launching  there  the  other  day  the  dry  dock  was  pointed  out  to  some 
of  the  members  of  the  committee  as  the  new  dry  dock  that  had  been 
constructed  at  the  Todd  plant  since  it  had  been  taken  over  by  Skin- 
ner &  Eddy,  and  I  think  it  was  stated  by  somebody  that  it  took  the 
place  of  the  two  that  had  been  previously  there  at  that  plant. 

Mr.  Cosgrove.  You  see,  the  Todd  people  have  their  ship  plant  in 
Tacoma,  and,  in  addition,  have  a  ship-repair  plant  in  this  city,  and 
I  understand  these  two  old  docks  are  now,  and  have  been  for  some 
time  past,  at  the  repair  plant  here. 

The  Chairman.  Well,  if  there  are  no  further  questions,  we  will 
adjourn  until  2.15,  for  lunch. 

(Whereupon  at  12.15  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.15  o'clock  p.  m.) 
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AFTER  RECESS. 

The  committer  reassembled  at  the  expiration  of  the  recess  at  2.15 
p.  m. 

The  Chairman.  Mr.  Sloan,  will  you  be  sworn,  please? 

TESTIMOHT  OF  MB.  JOSEPH  A.  SLOAH,  NAVAL  AEOHITECT, 

SEATTLE,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Your  name  is  Joseph  A.  Sloan? 

Mr.  Six)an.  Joseph  A.  Sloan. 

The  Chairman.  What  is  your  present  address  ? 

Mr.  Six)AN.  My  present  address  is  552  Colman  Building,  Seattle, 
Wash. 

The  Chairman.  And  your  have  a  residence  here,  too? 

Mr.  Sloan.  My  legal  residence  is  in  Anacortes,  but  I  reside  here 
all  the  time. 

The  Chairman.  You  are  a  shipbuilder? 

Mr.  Six)an.  Yes,  sir. 

The  Chairman.  How  long  have  you  been  engaged  in  that  business? 

Mr.  SiiOAN.  For  more  than  40  years. 

The  Chairman.  How  long  have  you  been  engaged  in  that  business 
in  this  section  of  the  country  ? 

Mr.  Sloan.  About  -22  years. 

The  Chairman.  Did  you,  at  any  time,  have  anything  to  do  with 
negotiatig  a  contract  with  the  Emergency  Fleet  Corporation? 

Sir.  Sloan.  No,  sir. 

The  Chairman.  Were  you  employed  in  any  yard  that  was  construc- 
ting ships  under  a  contract  with  the  Fleet  Corporation  ? 

Mr.  Sloan.  I  was  employed  in  a  consulting  capacity. 

The  Chairman.  In  what  yard? 

Mr.  Sloan.  By  the  Sloan  Shipyards  Corporation. 

The  Chairman.  At  Olympia? 

Mr.  Sloan.  With  the  plant  at  Olympia. 

The  Chairman.  Yes. 

Mr.  Sloan.  Not  in  the  yard ;  I  went  back  and  forth  from  here. 

The  Chairman.  When  was  that? 

Mr.  Sloan.  I  was  first  employed  by  the  Sloan  Shipyards  Corpora- 
tion to  lay  out  their  plant  in  January  of  1917,  and  started  work  there, 
and  continued  on  through  until  July  or  August  of  1917. 

The  Chairman.  Did  they  have  a  contract  with  the  Fleet  Corpora- 
tion when  you  first  went  there? 

Mr.  Sloan.  No,  sir.  They  had  contracts  but  not  with  the  Fleet 
Corporation. 

The  Chairman.  Had  they  built  the  ships  there? 

Mr.  Sloan.  The  yard  was  not  there  until  1917 ;  I  laid  it  out. 

The  Chairman.  There  never  had  been  any  ships  built  up  there? 

Mr.  Sloan.  Not  up  to  that  time ;  in  that  particular  location. 

The  Chairman.  Do  you  know  with  whom  the  contracts  were  had? 

Mr.  Sloan.  They  had  a  contract  with  the  Clinchfield  Navigation 
Co.  when  I  first  started  to  lay  out  the  plant,  for  four  more  ships,  and 
later  on,  in  April  of  1917,  after  these  first  four  motor  ships  had  been 
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started  and  the  keels  laid  down  in  the  yard,  they  again  entered  into 
a  contract  with  the  Clinchfield  Navigation  Coy  I  think,  for  four 
steamships,  and  about  that  time,  or  shortly  afterwards,  gave  the 
Clinchfield  Co.  an  option  for  eight  more,  in  addition  to  the  other 
steamships,  which  would  make  12  altogether. 

The  Chairman.  How  many  ways  were  there  in  the  plant  at  that 
time? 

Mr.  Sloan.  Six  ways. 

The  Chairman.  And  that  is  the  full  capacity  of  the  yard  ? 

Mr.  Sloan.  At  that  time;  not  at  present. 

The  Chairman.  What  is  the  capacity  now? 

Mr.  Sloan.  Eight. 

The  Chairman.  When  were  the  two  additional  ways  put  in? 

Mr.  Sloan.  At  once,  after  they  had  taken  the  contracts  for  the 
additional  ships  from  the  Clinchfield  Navigation  Co. 

The  Chairman.  You  said  you  had  nothing  to  do  with  negotiating 
the  contract  with  the  Emergency  Fleet  Corporation.  Did  you  have 
anything  to  do  with  the  financial  arrangements  made  ? 

Mr.  Sloan.  Nothing  at  all;  no,  sir. 

The  Chairman.  Now,  when  was  the  Anacortes  yard  first  started? 

Mr.  Sloan.  As  I  remember,  we  incorporated  in  the  latter  part  of 
April,  or  the  first  part  of  May,  1917,  and  started  work  on  the  grounds 
in  the  latter  part  of  May. 

The  Chairman.  That  was  an  independent  corporation? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  And  you  were  an  officer  of  that? 

Mr.  Sloan.  I  was  the  president  and  general  manager. 

The  Chairman.  Now,  will  vou  state  how  vou  came  to  locate  the 
yard  at  Anacortes? 

Mr.  Six)AN.  My  reason  for  commencing  Anacortes  was  that  there 
was  only  one  woodyard  north  of  Seattle,  drawing  on  the  timber 
supply,  that  north  of  Seattle  was  almost  equal  to  the  timber  south  of 
Seattle,  and  that  yard  was  the  Pacific  American  Fisheries  vard 
at  Bellingham,  and  I  felt  in  view  of  the  fact  there  was  only  one  yard 
to  draw  on  that  supply,  while  there  were  dozens  of  yards  in  Seattle 
and  south  of  Seattle,  we  ought  to  get  better  deliveries  than  we  could 
if  we  located  farther  south.  Then,  again,  I  felt  that  the  location  and 
the  grounds  were  so  easily  adapted — so  quickly  and  economically 
gotten  ready  for  the  building  of  ships,  on  account  of  the  natural  slope 
of  the  yard  and  the  type  of  tlie  soil  there,  that  necessitating  no  driving 
of  piles  to  put  under  the  keels. 

The  Chairman.  Did  you  confer  with  anybody  in  the  Shipping 
Board  or  with  the  district  officers  here  relative  to  the  location  of  that 
yard? 

Mr.  Sloan.  No,  sir. 

The  Chairman.  You  say  that  the  yard  started  before  the  Sloan 
Shipvards  Corporation  got  the  contracts  with  the  Fleet  Corpora- 
tion?*^ 

Mr.  Sloan.  The  Anacortes  Shipbuilding  Co.  was  in  process  of  or- 
ganization before  they  had  any  contracts  with  the  Fleet  Corporation. 

The  Chairman.  How  long  after  that  was  it  that  the  contract  was 
made — after  you  started  your  incorporation  of  the  Anacortes  Ship- 
building Co.  ? 
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Mr.  Sloan.  It  was  the  intention,  of  course,  of  the  Anacortes  Ship- 
building Co.,  before  it  was  known  that  the  Emergency  Fleet  Corpora- 
tion was  going  to  let  the  contracts  for  any  ships  at  all,  to  establish  a 
shipbuilding  plant  there.  The  company  was  in  process  of  being  or- 
ganized when  the  work  had  commenced  on  the  ground.  I  want  to 
state  here,  as  I  stated  before,  that  the  Sloan  Co.  had  contracts  with 
the  Clinchfield  Navigation  Co.  for  steamships. 

The  Chairman,  les. 

Mr.  Sloan.  And  when  the  contracts  were  entered  into  between 
the  Sloan  Co.  and  the  Fleet  Corporation,  these  contracts  were  made 
a  part  of  the  16  ships  for  the  Emergency  Fleet  Corporation. 

The  Chairman.  That  is.  they  requisitioned  those  ships? 

Mr.  Sloan.  Yes,  sir.  By  agreement  between  the  oloan  Co.,  the 
Clinchfield  Co.,  and  the  Emergency  Fleet  Corporation,  they  were 
taken  over  and  made  a  part  of  the  16  ships  for  the  Emergency  Fleet 
Corporation. 

The  Chairman.  Do  you  know  what  kind  of  a  contract  the  Sloan 
yards  had  with  the  Fleet  Corporation,  whether  it  was  a  cost-plus 
or  not  ? 

Mr.  Sloan.  It  was  a  flat  price.    I  have  seen  the  contract,  of  course. 

The  Chairman.  WTiat  type  of  ship  was  it? 

Mr.  Sloan.  It  was  to  be  known  as  the  Ferris  type  of  ship. 

The  Chairman.  Wooden  ship,  Ferris  type? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Three  thousand  five  hundred  dead- weight  tons? 

Mr.  SiiOAN.  Yes,  sir. 

The  Chairman.  Now,  you  started  work  in  construction  of  ships 
at  Anacortes  when  ? 

Mr.  Sloan.  As  I  remember,  the  first  lumber  of  ships  at  Anacortes, 
came  into  the  yards  in  August  or  September,  1917,  and  that  was  the 
keel  timbers.  The  men  were  set  to  work  on  those,  cutting  scarves, 
^.,  and  the  keel  blocks  were  being  laid,  and  the  work  went  on — in 
process — building  from  that  time  on.  The  keels,  as  I  remember, 
were  completely  laid  up  on  the  blocks  about  the  1st  of  October,  1917. 

The  Chairman.  Was  there  any  delay  after  the  arrival  of  the  ma- 
terial of  the  construction  of  ships,  due  to  the  incomplete  condition 
of  the  yard  ? 

Mr.  Sloan.  No,  sir;  there  was  no  delay  because  of  the  incomplete- 
ness of  the  yard ;  none  at  all. 

The  Chairman.  Was  there  any  delay  after  the  completion  of  the 
yard  in  starting  the  ships,  due  to  nonarrival  of  material? 

Mr.  Sloan.  Please  repeat  that  questicoi,  Mr.  Walsh. 

The  Chairman.  Was  there  any  delay  after  the  completion  of  the 
yard  in  starting  the  construction  of  the  ships,  due  to  the  nonarrival 
of  material  ? 

Mr.  Sloan.  The  yard  was  not  entirely  completed  when  the  ma- 
terial commenced  to  come  into  the  yard.  The  work  of  completing 
the  yard  and  the  work  on  ships  went  on  together. 

The  Chairman.  I  see. 

Mr.  Sloan.  There  was  material  and  equipment  enough  in  the  yard 
to  not  delay  the  process  of  building  ships,  as  the  material  arrived. 

The  Chairman.  Now,  as  to  the  expense  of  equipping  that  yard. 
Was  that  borne  by  the  Anacortes  Shipbuilding  Co.  ? 
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Mr.  Sloan.  The  major  portion  of  the  expense  of  completing  the 
yard  or  building  the  yard,  was  from  moneys  received  under  the  con- 
tract that  the  Anacortes  shipbuilding  Co.  had  with  the  Sloan  Ship- 
yards Corporation,  on  advance  payments.  The  Anacortes  Ship- 
building Co.  bought  the  grounds  and  bought  part  of  the  machinery 
and  advanced  out  of  the  sale  of  stock,  a  certain  portion  of  the  money, 
not  to  exceed,  I  believe,  when  we  started  in,  $25,000,  and  up  to  the 
time  I  left  the  yard  in  early  December,  1917,  as  I  remember,  there 
was  a  total  expenditure  from  money  furnished  by  the  Anacortes 
Shipbuilding  Co.,  or  the  money  furnished  as  advance  payments  by 
the  Sloan  Co.,  something  in  the  neighborhood  of  $275,000,  up  to  the 
time  the  Shipping  Board  had  taken  over  the  plant  and  placed  Mr. 
,  Arnold  in  charge. 

The  Chairman.  Now,  in  any  of  the  advances  you  received  from 
the  Sloan  Shipyards  Corporation,  were  any  conditions  imposed  that 
that  money  should  only  be  applied  to  the  construction  of  ships? 

Mr.  Sloan.  No. 

The  Chairman.  No  such  conditions? 

Mr.  Sloan.  No  such  conditions. 

The  Chairman.  And  you  understood  that  if  it  were  necessary  to 
complete  the  yard,  that  part  of  the  money  advanced  by  the  Sloan 
Corporation  could  be  utilized  for  that  purpose? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  And  it  was  so  utilized? 

Mr.  Si^AN.  It  wa§  so  utilized ;  yes,  sir. 

The  Chairman.  How  many  ships  did  you  first  begin  work  on? 

Mr.  Si/DAN.  We  began  getting  the  approaches  ready  for  six  ships. 

The  Chairman.  Did  you  have  six  keels  ready  at  one  time,  at  the 
start? 

Mr.  Su)an.  There  were  onlv  four  keels  as  I  remember  it,  before  I 
left  the  yard  in  1917. 

The  (Jhairman.  Well,  you  started  in  on  the  1st  of  Ot  tober  laying 
keels,  and  proceeded  building  four  ships? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  And  you  Avere  in  charge  of  that  work? 

Mr.  Sloan.  I  was. 

The  Chairman.  Now,  did  the  district  office  of  the  Emergency 
Fleet  Corporation  have  an  inspector  there? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  More  than  one? 

Mr.  Sloan.  Only  one  permanently  in  the  yard. 

The  Chairman."  Who  was  he  ? 

Mr.  Six)an.  Mr.  George  Weir. 

The  Chairman.  George  Weir? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  How  many  men  were  employed  at  that  time,  be- 
tween October  and  December,  1917? 

Mr.  Six)AN.  Oh,  possibly  150  men. 

The  Chairman.  One  hundred  and  fifty? 

Mr.  Sloan.  T  should  think  so. 

The  Chairman.  You  had  received,  of  course,  from  the  Sloan 
yards,  the  specifications  and  a  copy  of  the  contract  which  they  had 
with  the  Fleet  Corporation? 
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Mr.  Sloan.  I  received  the  specifications  and  the  plans  from  tlie 
Sloan  Shipyards  Corporation. 

The  Chair3ian.  Did  you  not  know  what  the  terms  of  their  con- 
tract with  the  Fleet  Corporation  were? 

Mr.  Six)AN.  I  had  seen  them  and  read  them,  but  I  paid  no  par- 
ticular attention  to  the  terms  specifically. 

The  Chairman.  Now,  did  you  enter  into  a  contract  with  the  Sloan 
Shipyards  Corporation  for  the  construction  of  these  ships? 

Mr.  Sloan.   Yes,  sir. 

The  Chairman.  A  written  contract? 

Mr.  SiiOAN.  Yes,  sir. 

The  Chairman.  Was  it  specific  as  to  whom  the  ships  were  to  be 
delivered? 

Mr.  Sloan.  I  think  it  was. 

The  Chairman.  Do  vou  remember  when  thev  were  to  be  delivered, 
Mr.  Sloan? 

Mr*.  Sloan.  I  do  not  remember  now. 

The  Chairman.  Was  there  any  provision  in  that  contract  which 
the  Anacortes  yard  hj^d  with  the  oloan  yard,  for  the  payment  of 
snv  bonus? 

Mr.  Sloan.  To  the  Sloan  Shipyards  Corporations,  by  the  Ana- 
<t)rtes  Shipbuilding  Co.  ? 

The  Chairman.  No;  to  the  Anacortes  Shipbuilding  Co.  by  the 
Sloan  Corporation. 

Mr.  Sloan.  No. 

The  Chairman.  No  bonus  payment? 

Mr.  Sloan.  No. 

The  Chairman.  Was  there  any  penalty  for  failure  to  deliver  the 
ships  on  the  part  of  the  Anacortes  yara  to  the  Sloan  yard  on  'the 
dates  of  delivery  ? 

Mr.  Sloan.  Well,  I  think  that  the  same  penalty  that  attached  to 
the  contract  between  the  Emergency  Fleet  Corporation  and  the 
Sloans  applied  as  between  the  Sloans  and  the  Anacortes  Shipbuilding 
Co. ;  the  same  terms,  whatever  they  were,  as  I  remember  it  now. 

The  Chairman.  That  work  progress  favorably  between  October 
and  December,  1917  ? 

Mr.  Sloan.  We  were  getting  along  very  nicely ;  yes,  sir. 

The  Chairman.  No  trouble  with  the  inspector? 

Mr.  Sloan.  Well,  a  little  bit. 

The  Chairman.  What  was  the  difficulty  with  the  inspector  down 
there,  Mr.  Sloan  ?  Just  what  was  it  that  caused  the  trouble  you  had 
there? 

Mr.  Sloan.  The  inspector  was  inclined  to  be  rather  arbitrary 
about  the  way  the  work  work  should  be  done.  I  thought  that  he 
did  not  confine  himself  to  interpreting  the  strict  letter  of  the  speci- 
fications, and  he  intimated  to  me  quite  a  number  of  times  that  he 
^ould  like  to  be  employed  by  the  company  as  superintendent  of  the 
yard.  He  was  not  at  all  satisfied 'with  the  salary  that  he  was  getting 
from  the  Emergency  Fleet  Corporation  as  inspector,  and  he  was 
always  telling  me  how  much  he  could  help  ana  what  a  wonderful 
superintendent  he  would  make.  I  felt  he  was  a  little  bit  influenced, 
trying  a  little  bit  to  force  me  into  employing  him  as  superintendent ; 
but  the  time  from  the  actual  starting  of  the  work  was  so  short  that 
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1  could  not  determine  entirely  what  the  position  would  be  that  he 
might  take  later  on,  when  we  were  running  full  force,  between  Oc- 
tober and  December,  when  I  stepped  aside. 

The  Chairman.  Now,  in  December  you  stepped  out  of  the  man- 
agement of  the  yard  ? 

Mr.  Sloan,   i  es,  sir. 

The  Chairman.  Why  ? 

Mr.  Sloan.  I  received  a  letter  from  Mr.  McAllister,  I  think,  signed 
as  manager  of  the  Sloan  Shipyards  Corporation,  in  which  he  states 
that  because  of  the  merger  ot  the  Sloan  Shipyards  Corporation  and 
the  Anacortes  Shipbuilding  Co.,  that  he,  as  general  manager,  felt 
it  his  duty  to  remove  me,  and  that  I  would  turn  over  all  of  the 
affairs  of  the  company  to  Mr.  Arnold. 

The  Chairman.  In  December? 

Mr.  Sloan.  Yes,  sir;  early  in  December. 

The  Chairman.  Did  you  do  that? 

Mr.  Sloan.  I  was  in  Seattle  when  I  received  this  letter  on  a  Sun- 
day. The  letter  was  addressed  to  me,  in  my  Seattle  office,  and  I 
called  Mr.  McAllister  at  his  home,  and  he  came  down  to  the  office 
and  saw  me.  I  said,  "  Now,  what  is  your  authority  for  writing  such 
a  letter  to  me  ?  "  I  said,  "  Don't  you  know  that  the  Anacortes  Ship- 
building Co.  is  entirely  independent  from  the  Sloans?"  "Why,*'^ 
he  says,  "  I  have  been  told  that  the  affairs  of  the  two  companies  have 
been  merged."  "  But,"  I  says,  "  they  have  not."  "  Well,"  he  says, 
"  I  am  going  on  the  assumption  that  they  are."  I  said,  "  I  am  going 
to  Anacortes,  and  I  am  going  to  tell  Mr.  Arnold  this,  as  I  tell  you 
now,  that  the  Anacortes  Shipbuilding  Co.,  through  myself,  does  not 
recognize  your  right,  or  the  right  of  the  Emergency  Fleet  Corpora- 
tion, to  interfere  with  the  affairs  of  the  company;  that  it  has  not 
been  merged  with  the  Sloan  Shipyards  Corporation,  and  I  am  going 
to  inform  Mr.  Arnold  of  that  same  thing;  but  I  take  this  position, 
that  if  the  Emergency  Fleet  Corporation,  through  its  district  man- 
ager here,  feels  that  they  can  better  speed  up  the  shipbuilding  pro- 
gram, I  am  going  to  take  the  position  of  not  standing  in  their  wav.'* 
Which  T  did. 

The  Chairman.  Well,  you  were  an  officer  of  the  Anacortes  Ship- 
building Co.? 

Mr.  Six)an.  I  was  president  and  general  manager. 

The  Chairman.  And  you  would  liave  had  knowledge  if  there 
had  been  any  merger? 

Mr.  Sloan.  I  certainly  would. 

The  Chairman.  And  at  that  time  there  had  not  been? 

Mr.  Sloan.  None  at  all. 

The  Chairman.  Had  there  been  any  negotiations  for  a  merger  at 
that  time? 

Mr.  Sloan.  There  had  been  no  negotiations. 

The  Chairman.  Just  about  what  time  in  December  did  you  leave 
the  management  of  the  Anacortes  Shipbuilding  Co.,  in  1917. 

Mr.  Sloan.  Well,  I  think  it  was  about  December  12. 

The  Chairman.  How  long  were  you  away  from  the  yard  as  man- 
ager or  superintendent? 

Mr.  Sloan.  Well,  as  the  president  and  manager  of  the  Anacortes 
Shipbuilding  Co.,  I  was  away  ever  since  that  time. 

The  Chairman.  Ever  since  that  time? 
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Mr.  Sloan.  But  I  went  back  as  manager  by  appointment  from 
the  district  supervisor  of  wood  ships. 

The  Chairman.  Mr.  Pigott? 

Mr.  Sloan.  Mr.  Pigott. 

The  Chairman.  Have  you  a  copy  of  that  appointment  in  your 
pocket  ? 

Mr.  Si^AN.  I  do  not  have  it  with  me.    I  have  it  in  the  office. 

The  Chairman.  When  did  you  get  that  appointment? 

Mr.  Sloan.  Early  in  April  of  1918. 

The  Chairman.  In  1918,  in  April ;  and  was  that  subsequent  to  a 
conference  vou  had  with  Mr.  Pigott  or  Mr.  Blain  or  any  other  of 
the  Fleet  Corporation  officials? 

Mr.  Sloan.  I  was  in  Washington,  D.  C,  in  February  of  1918,  and 
Mr.  Stern,  attorney  of  the  Shipping  Board,  Emergency  Fleet  Cor- 
poration, and  who  was  handling  the  affairs  of  the  Sloan  Shipyards 
Corporation,  then  pending,  urged  me  repeatedly  to  get  back  into  the 
shipbuilding  program;  that  they  wanted  me;  and  told  me  repeat- 
edly that  Admiral  Bowles  wanted  me:  that  was  his  statement  to 
me;  that  when  he  and  Admiral  Bowles  heard  of  the  action  of  Mr. 
McAllister — he  spoke  of  it  as  of  this  district  office — they  wired 
the  officer  not  to  interfere  with  me,  and  to  reinstate  me  in  charge 
of  the  shipbuilding  programme  at  Anacortes. 

ITie  Chairman.  Now,  did  you  have  a  further  talk  or  understand- 
ing with  anybody  about  your  going  back? 

Mr.  Sloan.  He  told  me,  of  course,  that  things  would  be  different ; 
that  Mr.  Pigott  would  be  in  charge  of  wood  shipbuilding,  and  T 
said :  ''*  In  view  of  that  fact,  on  my  return  to  Seattle  I  will  call  on 
Mr.  Pigott  and  offer  him  my  services." 

The  Chairman.  Did  you  do  that? 

Mr.  Sloan.  I  did. 

The  Chairman.  What  talk  did  you  have  with  him? 

Mr.  Sloan.  In  my  first  conversation  with  Mr.  Pigott,  which  was 
f:enerally  about  shipbuilding  plans  and  practical  shipbuilding,  on 
leaving  him  I  made  the  statement  to  Mr.  Pigott,  that  I  was  ready 
at  any  time  to  render  him  or  the  Emergency  Fleet  Corporation  any 
services  possible :  all  that  he  had  to  do  was  to  call  on  nie,  and  it  was 
in  about  30  days  after  that  that  Mr.  Piggott  did  call  on  me,  and 
asked  me  to  come  up  to  this  building  and  meet  him,  and  then  he  said : 
"Joe,  I  want  you  to  go  into  the  Anacortes  yard."  He  said :  "  Things 
an*  not  running  right  there,"  and  he  said,  "  I  would  like  to  have  you 
go  in  and  help  them."  I  said,  "  Mr.  Pigott,  I  will  be  glad  to  do  that 
provided  you  do  certain  things."  One  of  the  conditions  under  which 
I  agreed  to  go  in  was  the  removal  of  Mr.  Weir  as  the  inspector,  sub- 
stituted for  by  any  other  man  who  had  some  practical  knowledge  of 
shipbuilding,  and  Mr.  Pigott  promised  me  he  would  remove  him, 
and  see  that  he  was  changed. 

The  Chairman.  Is  that  the  onlv  understanding  you  had  with 
him? 

Mr.  Sloan.  I  was  to  have  control.  I  was  to  have  absolute  control 
of  the  yard.  I  was  to  be  manager  in  fact,  and  the  only  exception  to 
that  was  that  I  would  have  no  right  to  interfere  with  or  discharge 
the  auditor  and  the  inspector,  whoever  he  might  be. 

The  Chairman.  Did  you,  prior  to  your  leaving  there  in  December, 
«nt€r  into  any  other  agreement  with  an  engine  company  in  Portland 
for  engines?  "^ 
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Mr.  Sloan.  No,  sir. 

The  Anacortes  Shipbuilding  Co.  under  its  contract  or  agreement 
with  the  Sloan  Shipyards  Corporation,  had  nothing  to  do*  with  tlie 
equipment,  either  machinery  equipment,  for  hulls  at  all.  They  were 
to  build  just  hulls,  and  the  ships  were  to  be  taken  to  Olympia  to  have 
the  machinery  installed  and  the  ships  completed  there. 

The  Chairman.  Did  you  have  any  further  understanding  with  Mr. 
Pigott  in  regard  to  your  return  to  the  yard  ? 

Mr.  Six)AN.  None  other  than  what  I  have  stated,  that  he  would 
back  me  up  in  every  possible  way.  ^ 

The  Chairman.  Did  you  have  any  understanding  or  agreement 
with  Mr.  Pigott,  or  any  other  official  of  the  district  board  here  in 
Seattle,  of  the  Emergency  Fleet  Corporation,  that  you,  in  returning 
to  the  yard  as  general  manager  or  general  superintendent,  were  not 
representing  the  Fleet  Corporation  ? 

Mr.  Sloan.  No,  sir. 

The  Chairman.  No  such  understanding  had  with  him? 

Mr.  Six)AN.  Nothing  at  all. 

The  Chairman.  Did  you  understand,  when  you  received  the  ap- 
l)ointment  and  went  back  to  that  yard  that  you  were  representing^ 
the  Emergency  Fleet  Corporation  ? 

Mr.  Sloan.  I  certainly  did,  or  I  should  not  have  gone  back. 

The  Chairman.  You  would  not  have  gone  back  on  the  understand- 
ing that  you  were  representing  the  Sloan  Shipyards  Corporation? 

Mr.  Sloan.  No,  sir. 

The  Chairman.  AVho  paid  your  salary  when  you  went  back? 

Mr.  Sloan.  The  Shipping  Board  Emergency  Fleet  Corporation. 

The  Chairman.  Through  this  office? 

Mr.  Sloan.  Through  the  Sloan  Shipyards  Corporation. 

The  Chairman.  Tlirough  the  Sloan  Shipyards  Corjx^ration  ? 

Mt-.  Sloan.  Yes,  sir. 

The  Chairman.  Do  you  remember  the  date  of  tlie  letter  that  you 
had  from  Mr.  Pigott,  appointing  you  manager  down  there? 

Mr.  Six)AN.  No;  I  do  not.  It  was  in  April;  early  in  April,  as  I 
remember  it. 

The  Chairman.  I  show  you  a  carbon  copj'  of  a  letter  dated  April 
6,  and  ask  you  if  that  is  a  copy  of  your  appointment? 

Mr.  Su)AN.  Yes ;  this  is  an  exact  copy  of  the  appointment. 

The  Chairman.  Coi)y  of  letter  dated  April  6,  addressed  to  Joseph 
A.  Sloan,  Colman  Building,  Seattle : 

Dkar  Siis:  III  acconhuicc  with  our  uiulerstniuliiij:,  you  are  hereby  H|HX>intetI 
manager  c»l'  the  Anacortes  ShiphniUlin^  Co.  at  Anacortes.  You  will  have  entire 
charjre,  witli  control  over  aiul  authority  to  use  such  force,  as  In  your  oplnloOr 
will  speed  up  the  plant  to  its  hijjhest  capacity,  consistent  with  !lrst-olaa* 
workmanship.  There  will  only  he  two  departments  that  will  not  be  under 
your  control.  One  is  the  auditing  department,  which  you  understand  reports 
dire<'t  to  Hie  district  auditor  at  Seattle.  The  other  is  the  insi)ector  desljnnited 
by  this  office. 

We  have  full  confidence  in  your  ability  to  brin^  this  plant  up  to  :i  hipl» 
standard  of  economy  and  efllcieucy,  and  you  will  have  our  full  coi>peration  in 
every  way. 

Your  apiK>liitment  as  manager  becomes  effective  Monday,  April  8,  next,  wiUi 
salary  at  the  rate  of  $400  per  month. 

Very  truly,  yours,  

District  Supervisor. 
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You  say  that  letter  was  signed  Mr.  Pigott? 

Mr.  Su)AN.  Yes,  sir. 

The  Chairman.  The  original  of  that  letter? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  And  I  understand  you  to  say  that  the  under- 
standing which  you  had  with  Mr.  Pigott,  and  which  is  referred  to 
in  this  letter,  in  the  first  paragraph,  "  In  accordance  with  our  under- 
standing," did  not  refer  to  or  contain  any  stipulation  that  you  were 
appointed  as  representing  the  Sloan  Snipyards  Corporation,  and 
that  you  returned  to  the  yard  not  as  a  representative  of  the  Fleet 
Corporation  or  the  district  office? 

Mr.  Sloan.  That  is  correct. 

The  Chairman.  Now,  as  to  the. paragraph  reading  as  follows: 

We  have  full  confidence  In  your  ability  to  bring  this  yard  up  to  a  high 
standard  of  economy  and  efficiency,  and  you  will  have  our  full  cooperation  in 
every  way. 

That  assurance  of  cooperation  contained  in  that  letter — was  that 
one  of  the  inducements  that  led  you  to  undertake  the  superintend- 
ency  of  this  yard  again? 

Jir.  Sloan.  Yes. 

The  Chairman.  Now,  did  you  have  the  cooperation  of  the  dis- 
trict office  of  the  Fleet  Corporation  after  your  return? 

Mr.  Sloan.  No;  I  do  not  think  I  did. 

The  Chairman.  Were  there  delays  in  the  delivery  of  material  or 
supplies  or  equipment  after  your  return? 

Mr.  Sloan.  Yes. 

The  Chairman.  Were  the  needs  of  the  yard  along  those  lines 
brought  to  the  attention  of  the  district  office  or  any  of  the  officials 
here  ? 

Mr.  Sloan.  Yes. 

The  Chairman.  By  you? 

Mr.  SiX)AN.  Yes. 

The  Chairman.  Was  the  delay  in  the  delivery  of  that  brought 
to  the  attention  of  Mr.  Weir,  the  inspector? 

Mr.  Sloan.  No;  not  by  me,  at  least,  out  to  the  district  office  direct. 

The  Chairman.  To  this  office  direct? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  How  would  you  bring  that  notice  to  this  office 
for  attention  ? 

Mr.  Sloan.  Well,  in  the  form  of  letters  to  the  office. 

The  Chairman.  You  returned  about  the  8th  of  April,  I  assume? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Under  the  arrangement  mentioned  in  this  letter  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Who  was  in  charge  there  when  you  returned? 

Mr.  Sloan.  Mr.  Arnold  was  officiafiy  in  charge. 

The  Chairman.  I  desire  to  read  into  the  record  at  this  point  a 
letter  dated  April  8,  addressed  to  Mr.  John  Purse,  district  auditor. 
Emergency  Fleet  Corporation,  Seattle : 

Dear  Sir:  Please  be  advised  that  we  have  apix»inted  Mr.  .Toseph  A.  Sloan 
manager  of  the  Anacortes  yard,  with  all  the  authority  that  usually  goes  with 
such  office.    Mr.  Sloan  will  take  charge  within  a  day  or  two. 
Yours,  very  truly, 

(Signed)  William  Pigott. 

District  Supervisor. 
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Mr.  Hadley.  Mr.  Chairman,  for  the  purpose  of  the  record,  I  wish 
to  ask  at  this  point  if  the  letter  that  you  have  just  read,  together  with 
the  letter  preceding  it  by  Mr.  Pigott,  are  copies  found  in  the  files 
which  are  furnished  the  committee  by  the  Fleet  Corporation,  as  being 
copies  of  originals  ? 

The  Chairman.  Yes.    That  is  correct.    I  should  have  stated  that, 

Mr.  Hadley,  in  the  beginning.  These  letters  are  carbon  copies, 
marked  "  Auditor's  files,"  which  files  were  furnished  us  bv  Mr.  Cos- 
grove  or  Mr.  Tyrne,  in  Mr.  Frick's  office,  the  first  day  we  conferred 
with  Mr.  Frick. 

Do  I  understand  you  to  say,  Mr.  Sloan,  that  part  of  the  under- 
standing or  agreement  whereby  you  were  to  return  to  the  Anacortes 
yard  was  that  a  new  inspector  should  be  assigned  to  th?it  yard? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Was  a  new  inspector  assigned  there? 

Mr.  Sloan.  Not  for  several  months  after  I  took  charge. 

The  Chairman.  How  long  did  you  continue  in  charge  there  after 
April  8, 1918  ? 

Mr.  Sloan.  Until  the  fore  part  of  September. 

The  Chairman.  From  April  until  early  in  September? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  And  how  long  was  Mr.  Weir  continued  there  as 
inspector? 

Mr.  Sloan.  For  a  period  of,  I  should  say,  over  three  months  after 
my  appointment  there. 

The  Chairman.  Until,  perhaps,  July  sometime? 

Mr.  Sloan.  Sometime  in  July,  as  I  remember  it. 

The  Chair3ian.  AVlio  succeeded  him  ? 

Mr.  Sloan.  Mr.  Rochford. 

The  Chairman.  Did  you  notice  any  change  of  conditions  there 
after  Mr.  Weir  left? 

Mr.  Sloan.  Yes. 

The  Chairman.  The  work  went  along  better? 

Mr.  Sloan.  The  work  went  along  better,  for  this  rejison:  That 
when  T  went  up  to  the  yard  after  my  appointment  by  Mr.  Pigott,  I 
found  Mr.  Weir  practicallv  running  the  yard,  not  only  acting  as  in- 
spector for  the  Shipping  Hoard,  Emergency  Fleet  Corporation,  but 
running  the  yard  in  every  particular.  In  the  office,  telling  them  what 
to  order  and  when  to  order  it ;  out  on  the  ships,  interfering  with  the 
men.  Mr.  Arnold  took  the  line  of  least  resistance  and  let  him  have 
practically  his  own  way,  and  the  first  thing  I  did  after  finding  that 
out  was  to  tell  Mr.  George  Weir  that  as  long  as  I  was  manager  of 
that  plant  that  he  was  not  to  interfere  wuth  the  men  in  any  par- 
ticular whatever. 

If  the  work  was  not  being  carried  on  according  to  the  plans  and 
specifications,  he  was  to  report  to  me  if  he  had  to  complain  at  all 
and  I  would  go  with  him  out  into  the  ship  and  look  at  the  work,  but 
not  to  interfere  with  the  men  in  any  particular  at  all.  But  despite 
that  he  continued  constantly  interfering,  with  the  result  that  I 
wrote  again  to  Mr.  Pigott,  and  I  came  down  to  Seattle  to  take  it  up 
with  Mr.  Pigott  within  two  weeks,  I  think,  after  my  appointment 
there,  and  found  Mr.  Pigott  had  gone  on  to  Washington.  I  wired 
Mr.  Pigott,  calling  his  attention  to  this  fact,  that  he  had  not  carried 
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out  his  agreement  with  me,  and  I  received  a  telegram  from  him 
stating  that  he  would  take  care  of  that  when  he  got  oack.  When  he 
got  back  it  was  not  taken  care  of,  and  the  work  was  being  interfered 
with  and  delayed,  and  I  wired  from  Anacortes  that  it  was  impossible 
for  me  to  stay  in  that  position  and  accomplish  anything  as  long  as 
Mr.  Weir  stayed  there,  with  the  result  that  I  think  Mr.  Pigott  notified 
me  to  come  down  here.  I  came  down  again,  and  he  told  me  here  that 
he  would  take  care  of  that  at  once,  and,  as  I  remember  it,  he  told  me 
he  had  requested  Capt.  Magee  a  number  of  times  to  make  this  change 
and  he  himself  had  paid  no  attention  to  it. 

The  Chairman.  When  did  you  deliver  the  first  ship  from  the 
Anacortes  yard  ? 

Mr.  Sloan.  There  was  no  ship  delivered  while  I  was  in  charge  of 
the  yard. 

The  Chairman.  Up  to  September,  1918,  from  December,  1917,  or, 
rather,  from  May,  1917,  no  ship  was  delivered  ? 

Mr.  Sloan.  Not  one ;  no,  sir. 

The  Chairman.  Well,  that  was  rather  a  long  time  for  a  yard  to  be 
working  upon  a  wooden  ship  and  not  complete  it,  was  it  not? 

Mr.  Sloan.  It  certainly  was. 

The  Chairman.  Now,  will  you  give  the  committee  the  benefit  of 
your  judgment  as  to  what  was  the  matter  with  the  Anacortes  yard, 
and  why  it  did  not  turn  out  ships  earlier,  it  being  one  of  the  first  yards 
to  undertake  the  construction  of  wood  ships  in  this  section  of  the 
country? 

Mr.  Sloan.  Well,  I  will  try  to  tell  you^  Mr.  Chairman:  On  the 
first  ship  started  in  Anacortes,  known  officially  as  Shipping  Board, 
Xo.  ^.y,  the  work  of  framing  that  ship  was  started  in  the  latter  part 
of  October,  and  wheti  I  left  the  yard  on  the  12th  day,  I  believe,  of 
December,  1917,  possibly  all  of  the  whole  frames  of  the  ship  were 
erected,  and  on  the  second  ship  quite  a  number  of  frames  also.  That 
was  up  to  the  time  I  left  the  yard,  upon  notice  from  Mi*.  McAllister, 
as  manager  of  the  Sloan  Shipyards  Corporation,  and  on  my  return 
there  in  April  I  found  No.  1^3  completely  in  frame,  most  of  the 
keelsons  in  the  ship,  and  the  ceiling  on  the  floor,  the  floor  ceiling 
completed. 

I  was  told,  of  course,  that  the  reason  that  the  ship  was  not  further 
along,  by  Mr.  Arnold,  was  that  the  materials  that  were  intended  to 
come  into  the  Anacortes  yard  had  been  diverted  by  the  management 
to  the  Olympia  plant,  and  that  they  just  got  little  driblets  of  lumber 
now  and  then ;  but  it  was  because  of  the  diversion  of  the  timber  and 
materials  that  the  work  had  not  made  better  progress. 

If  the  materials  had  been  delivered  to  the  yard  the  ship  in  that  time 
ought  to  have  been  practically  ready  for  launching,  the  hull,  with 
the  frames  well  up  in  November,  between  that  time  and  April,  it 
should  have  been  practically  ready  for  launching,  and  it  was  just 
before  my  going  back  there  by  appointment  from  Mr.  Pigott  that  I 
found  they  had  entered  into  contracts  with  the  Weyerhaueser  Lum- 
ber Co.  and  the  Kenyon  Lumber  Co.,  of  Everett,  to  supply  the  lumber 
for  the  third  and  fourth  ships.  That  contract,  I  think,  was  just  made 
in  March,  just  previous  to  my  going  back  there,  and  that  timber  was 
then  coming  into  the  yard  very*  slowly,  and  the  timber  for  the  com- 
pletion of  iS  and  ^4 — ^that  is,  the  first  two  ships — was  coming  from 
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various  places,  some  of  it  from  the  Wisconsin  Timber  Co.  and  some 
from  mill  companies  at  Bellingham.  I  have  forgotten  the  names  of 
them. 

The  Chairman.  So  one  of  the  reasons  was  the  delay  in  the  delivery 
of  material? 

Mr.  Sloan.  Yes,  sir. 

The  CftAiRMAN.  Was  there  any  other  reason  ? 

Mr.  Sloan.  Well,  that  is  the  only  reason  assigned  to  me. 

The  Chairman.  No;  I  am  asking  you  for  your  judgment  as  to 
why  ships  were  not  delivered  earlier  from  the  Anacortes  yard,  the 
first  vard  to  receive  contracts,  and  you  say  one  of  the  reasons  was 
the  delay  in  the  delivery  of  material.  Was  there  any  other  con- 
tributing factor  to  this  delay? 

Mr.  Sloan.  I  foimd  the  yard  in  a  very  badly  disorganized  condi- 
tion. There  were  between  125  and  150  men  employed  there.  The 
first  two  or  three  days  after  arriving  there,  I  paid  particular  atten- 
tion to  the  men,  how  they  were  working,  and  inquired  about  the 
materials,  and  I  found,  of  course,  that  they  had  been  keeping  this 
number  of  men  there  all  winter,  and  not  having  anywhere  near 
enough  material  on  hand  to  employ  that  many  men;  but  they  told 
me  that  they  did  not  want  the  men  to  go,  expecting  the  material  to 
come  in  every  two  or  three  days,  and  they  kept  the  men  on. 

The  Chairman.  I  see. 

Mr.  Sloan.  And  I  found,  on  the  first  day  that  I  was  there,  some 
16  minutes  before  the  blowing  of  the  whistle  for  the  men  to  quit, 
men  going  out  of  the  ships  with  their  tools  all  packed,  as  much  as 
15  minutes,  and  they  went  behind  the  lumber  piles  and  the  sheds, 
close  to  the  gate,  ready  to  dash  out  the  minute  the  whistle  was  blown. 
I  timed  some  of  those  men,  and  before  the  whistle  had  stopped 
blowing,  almost  within  two  minutes,  I  saw  some  of  them  board  the 
ferry  to  go  across  to  Anacortes. 

The  Chairman.  That  was  a  matter  of  discipline. 

Mr.  Sloan.  That  certainly  was. 

The  Chairman.  That  was  subject  to  the  Fleet  Corporation? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  When  you  went  there  did  you  find  Mr.  Larson 
in  charge  of  the  business  of  the  yard,  and  Mr.  Andrew  Peterson,  as 
superintendent,  and  Mr.  Edgar  Peterson  as  assistant  superintendent? 

Mr.  Sloan.  I  found  Mr.  Larson  as  business  manager,  under  that 
title,  and  young  Mr.  Peterson — Edward,  possibly — I  never  knew  just 
what  his  title  was,  but  not  Andrew  Peterson. 

The  Chairman.  Did  you  find  out  what  these  various  titles  were 
when  you  went  back  to  take  charge  of  the  yard  ? 

Mr.  Sloan.  1  asked  Mr.  Arnold  what  Mr.  Peterson  was  doing 
there.  "  Well,"  he  said,  "  he  was  up  there  to  help  him."  "  In  what 
capacitv  ? "  "  Well,"  he  said,  "  in  any  way,  as  assistant,  if  you 
please.'^  I  never  saw  his  appointment.  I  think  within  a  month 
after  my  appointment  there,  1  let  Mr.  Peterson  out. 

The  Chairman.  Now,  aside  from  the  delay  in  getting  this  ma- 
terial, and  the  apparently  disorganized  condition  of  the  labor  in 
the  yard,  do  you  know  oi  any  other  reason  why  a  ship  should  not 
have  been  delivered  earlier? 
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Mr.  Sloan.  No;  Mr.  Walsh,  I  do  not.    That,  in  itself,  is  enough. 

The  Chairman.  Well,  did  you  have  contracts  for  lumber  before 
jou  started  on  these  ships? 

Mr.  Sloan.  We  had  contracts  with  the  Wisconsin  Timber  ,Co. 

The  Chairman.  Yes. 

Mr.  Sloan.  And  contracts  with  some  Bellingham  mill — I  have 
forgotten  the  name  of  it  at  this  time — for  a  part  of  the  material,  and 
I  had  contracts  in  the  latter  part  of  November  with  another  mill 
company  for  furnishing  two  units,  approximately  ready  to  sign, 
when  the  interference  took  place,  and,  of  course,  I  went  out,  and 
the  contracts  were  never  entered  into. 

The  Chairman.  Then,  the  contracts  which  you  had  with  the  Wis- 
consin Timber  Co.  for  lumber  were  never  executed;  that  is,  the 
lumber  which  you  bought  under  those  contracts  was  never  delivered? 

Mr.  Sloan.  Oh,  yes ;  the  Wisconsin  Timber  Co.  was  delivering  the 
lumber  to  Olympia  and  to  Anacortes,  and,  as  I  said  previously,  the 
lumber  was  diverted.  The  Anacortes  portion  of  the  lumber,  their 
share  of  the  lumber,  was  diverted  to  Olympia  after  I  went  out. 
The  idea  was  to  speed  up  the  shipbuilding  at  Olympia  and  let  them 
drag  at  Anacortes. 

The  Chairman.  And  that  idea  prevailed,  apparently? 

Mr.  Sloan.  Yes.  The  Wisconsin  Timber  Co.,  after  I  went  back,  I 
found  were  delivering  lumber,  coming  in  faster  and  faster,  after 
I  took  charge  there.     . 

The  Chairman.  Was  that  lumber  being  delivered  under  your  origi- 
nal contract? 

Mr.  Sloan.  Yes,  slr^  that  was  the  original  contract. 

The  Chairman,  $30  per  thousand? 

Mr.  Sloan.  No,  sir;  I  was  told  by  Mr.  Kuhns,  the  manager  of  the 
Wisconsin  Timber  Co.,  and  by  my  brother,. that  the  Shipping  Board, 
Emergency  Fleet  Corporation,  had  advanced  the  Wisconsin  Timber 
Co.'s  price  to  equal  that  paid  to  all  the  lumbermen  furnishing  lumber 
for  ships  being  built  tor  the  Shipping  Board,  Emergency  Fleet 
Corporation. 

The  Chairman.  Without  new  contracts  being  entered  into  by  your 
brother? 

Mr.  Six)an.  Oh,  yes;  he  had  nothing  to  do  with  that. 

The  Chairman.  You  made  this  contract  with  the  Wisconsin  Tim- 
ber Co.  yourself,  as  head  of  the  Anacortes  Shipbuilding  Corpora- 
tion? 

Mr.  Sloan.  Well,  the  Sloan  Shipyards  Corporation  and  the  Ana- 
cortes Shipbuilding  Co.  made  it  jointly. 

The  Chairman.  And  did  it  specify  how  much  of  the  lumber  you 
were  to  have  ? 

Mr.  Sloan.  I  could  not  say  as  to  that.  I  know  we  were  to  have 
lumber  for  four  ships  or  six  ships,  if  necessan^. 

The  Chairman.  Do  you  know  Mr.  L.  O.  Waldo  ? 

Mr.  Sloan.  Yes,  sir;  very  well. 

The  Chairman.  Was  he  there  at  the  Anacortes  yard  when  you 
were  there  ? 

Mr.  Sloan.  No,  sir. 

The  Chairman.  Did  you  know  he  had  been  appointed  general  su- 
perintendent of  the  Sloan  Shipyards  Corporation  in  February? 
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^Ir.  Sloan.  Yes :  I  knew  it,  because  he  told  me  he  had. 

The  Chair3ian.  How  many  ships  are  there  under  that  original 
contract  to  be  constructed  or  completed? 

Mr.  Sloan.  Under  the  Sloan  contract? 

The  Chaikman.  Under  the  contract  with  the  Anacortes  yard  had 
with  the  Sloan  Shipyards  Corporation. 

Mr.  Sloan.  Two. 

The  Chairman.  Two  ? 

Mr.  Six)an.  Yes,  sir.  The  work,  of  course,  was  suspended  by  can- 
cellation. 

The  Chaikman.  They  are  on  the  ways  at  Anacortes  now? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  And  the  conmiittoe  saw  them  the  other  day  when 
they  were  there  ? 

Mr.  Su)AN.  Yes,  sir. 

The  Chairman.  Xow,  the  other  day,  Mr.  Sloan,  you  pointed  out 
to  the  committee  certain  buildings  that  had  been  erected  and  certain 
machinery  installed,  which,  I  understand,  was  during  your  absence 
froni  the  yard,  while  Mr.  Arnold  was  in  charge? 

Mr.  Sloan.  Yes. 

The  Chairman.  Was  the  machinery  that  was  installed  planned 
for  by  you  before  you  left? 

Mr.  -Sloan.  No,  sir. 

The  Chairman.  Was  it  contemplated  in  your  original  plan  or  lay- 
out for  the  yard  ? 

Mr.  Sloan.  Just  a  very  small  portion  of  it. 

The  Chairman.  The  buildings  that  were  erectdd,  were  they  erected 
in  accocrdance  with  the  plans  that  you  had  in  mind  in  the  develop- 
ment of  the  yard  ? 

Mr.  Sloan.  Oh,  no. 

The  Chairman.  AVere  they  erected  so  as  to,  in  your  opinion,  inter- 
fere with  efficiently  conducting  the  business  of  the  yard  i 

Mr.  Six)AN.  Two  of  the  buildings  were. 

The  Chairman.  Which  two  ? 

Mr.  Sloan.  The  joiner  shop  and  the  shop  building  adjoining  tiie 


Pigott, 
planned,  adjoining  the  blacksmith  shop. 

The  Chairjvian.  That  was  away  over  on  the  edge  of  the  yard? 

Mr.  Sloan.  It  was  where  all  material  used  in  machinery  work  and 
blacksmith  work  was  received. 

The  Chairman.  Yes,  sir;  that  was  that  long  building  away  over 
near  the  farther  \^  ay,  running  lengtl^wise? 

Mr.  SiiOAN.  The  west  end  of  the  yard. 

The  Chairman.  The  west  end  of  the  yard  ? 

Mr.  Six)AN.  Yes,  sir. 

The  Chairman.  You  had  put  the  machinery  in  there? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Where  you  originally  intended  to  have  the  ma- 
chinery ? 

Mr. 'Sloan.  Yes,  sir.  ,      ,    ^  i    .    uxu 

The  Chairman.  Now,  is  it  not  a  fact  that  before  you  undertook  the 
construction  of  these  ships  at  Anacortes,  your  yard  was  hardly  in  a 
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position  to  undertake  a  contract  of  that  size,  owing  to  lack  of  ma- 
chinery? 

Mr.  Sloan.  I  should  sav  no ;  and  I  would  like  to  state  the  reason. 

The  Chairman.  All  rignt. 

Mr.  SiiOAN.  I  have  b^n,  as  I  stated  before,  building  ships  and 
working  in  wood  shipyards  for  a  period  of  over  40  years,  and  in  this 
city  I  have  started  a  shipyard  on  the  raw  sand,  without  hardly  any 
equipment,  and  had  the  ship  launched  and  loading  with  lumber  in- 
side of  five  months.  I  say  that  I  could  have  selected  the  men,  and 
with  whip  saws,  taking  the  logs,  with  lumber,  with  carpenters,  with 
hand  tools,  shaving  these  timbei's  for  ships,  completed  in  that  yai*d, 
without  any  equipment,  carrying  the  material  to  the  ship  on  their 
backs^  a  ship  of  the  Ferris  type  in  one  year. 

The  Chairman.  Now,  there  seemed  to  be  in  that  yard,  when  the 
committee  saw  it,  a  considerable  amount  of  machinery  and  supplies, 
and  I  would  ask  you  if  the  yard  as  now  equipped  has  sufficient  ma- 
chinery and  facilities  for  completing  a  ship  in  four  or  five  months? 

Mr.  Sloan.  Yes,  sir.* 

The  Chairman.  It  is 

Mr.  Sloan.  Pardon  me ;  it  is  overequipped. 

The  Chairman.  It  is  overequipped  t 

Mr.  Sloan.  Yes;  for  the  building  of  only  one  of  six  ships  in  the 
time  taken. 

The  Chairman.  The  committee  visited  another  yard  up  in  that 
section  of  the  State,  and  there  seemed  to  be  a  great  deal  more  ma- 
chinery at  Anacortes  than  there  was  at  the  other  yard. 

Mr.  Sloan.  Yes. 

The  Chairman.  Could  you  give  the  committee  any  idea  as  to  the 
amount  of  rejected  lumber  that  there  is  up  there  at  Aanacortes? 

Mr.  Sloan.  No;  I  could  not. 

The  Chairman.  We  saw  quite  a  pile  of  lumber  that  had  been 
rejected  there  by  the  inspectors — quite  a  little  batch  of  lumber,  was 
there  not?, 

Mr.  Sloan.  Well,  I  pointed  out  some;  I  could  not  say  just  how 
much  there  w^as  in  that. 

The  Chairman.  There  is  sufficient  lumber  there,  is  there,  to  com- 
plete the  two  ships  that  are  on  the  ways  ? 

Mr.  Sloan.  There  is  in  amount,  in  board  feet,  a  sufficient  amount, 
if  it  were  all  available^  but  there  is  much  of  it,  of  course,  that  could 
not  be  used,  and  I  understand  that  the  Emergency  Fleet  Corporation 
has  sold  all  of  the  material  on  the  ground  there. 

The  Chairman.  Did  you  get  any  notice  of  its  sale  ? 

Mr.  Sloan.  No,  sir. 

The  Chairman.  Who  is  operating  the  yard  there  now  ?    Who  is  in 

charge  of  it? 

Mr.  Sloan.  Mr.  J.  D.  Kuhns. 

The  Chairman.  Of  Olympia? 

Mr.  Sloan.  Yes;  business  manager  of  the  Sloan  Shipyards  Cor- 
poration, by  appointment  from  Mr.  Pigott,  as  supervisor  in  charge  of 
wood-ship  construction. 

The  Chairman.  You  went  there  in  April  and  you  stayed  there 
until  September  ? 

Mt.  Sloan.  Yes,  sir. 
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The  CHAIR3IAN.  And  about  Julv  Mr.  Weir  left? 

Mr.  Sloan.  I  think  so ;  yes. 

The  Chairman.  And  Mr.  Rochford  came  there  as  inspector? 

Mr.  Sloan.  Yes. 

The  Chairman.  Did  conditions  improve  as  far  as  inspection  went, 
under  Mr.  Rochford  ? 

Mr.  Sloan.  Very  much  so,  and  we  were  making  great  progress. 
The  force  of  men  was  rapidly  increased  there,  until  in  September, 
when  I  left,  we  had  between  five  and  six  hundred  men.  The  ma- 
terials were  coming  in  much  faster. 

The  Chairman.  WTiat  was  the  reason  for  your  leaving  in  Sep- 
tember? 

Mr.  Sloan.  Well,  the  real  reason  was  that  I  never  received,  from 
the  time  I  went  back  in  the  yard  by  appointment  from  Mr.  Pigott, 
the  support  that  I  felt  that  1  should  have  received,  and  Mr.  Pigott 
informed  me  that  he  intended,  in  a  short  time,  to  resign  his  position 
here,  and  I  told  him  if  he  did  that  I  would  stay  no  longer;  that  if 
he  was  going  out,  I  certainly  would  not  stay. 

The  Chairman.  Did  he  say  where  he  was  going? 

Mr.  Sloan.  No;  he  was  simply  going  to  resign  his  position. 

The  Chairman.  About  when  did  he  tell  you  that? 

Mr.    Sloan.  Well,  he  told  me  that  in  August  or  September. 

The  Chairman.  In  August  or  September? 

Mr.  Sloan.  Several  times,  in  conversations  we  had.  In  the  mean- 
time, he  asked  me  if  I  would  not  go  and  take  the  management  of  the 
Sloan  shipyards  plant  at  Olympia,  and  I  told  him  that  I  did  not 
care  to  take  that.  At  least^  in  a  conversation  I  had  with  him,  in  an 
office  in  this  building,  I  said  I  would  go  over  to  Olympia  and  look 
the  situation  over  and  give  him  an  answer  when  I  got  through.  I 
spent  two  days  in  going  through  the  yard^  and  I  came  back  to  Mr. 
Piggott,  and  I  told  him  of  some  of  the  thmgs  that  I  had  found.  I 
told  him  that  I  would  make  a  written  report  to  him.  He  told  me 
that  he  did  not  want  a  written  report;  that  he  knew  enough  about  it 
without  a  written  report.  "  Oh,  well,"  I  said,  "  Mr.  Piffgott,  you 
simply  don't  know :  you  can't  know  all  the  conditions."  "Well,"  he 
said,  "  I  do.  What  I  "want  to  know  is,  will  you  take  the  position  over 
there?  "    I  said,  "  No;  not  under  the  circumstances;  I  will  not." 

The  Chairman.  Did  you  tell  Mr.  Piggott,  in  your  talks,  that  you 
were  not  being  supported  by  the  district  office  ? 

Mr.  Sloan.  Well,  I  not  only  told  him  that  in  talks,  but  in  letters; 
and  the  impression  he  conveyed  to  me  was  that  he  was  depending 
upon  his  subordinates  to  help  me ;  that  he  left  those  matters  to  Capt 
Magee,  and  Capt.  Magee  did  not  take  care  of  them.  That  is  all. 
That  is  the  reason  why  Mr.  Weir  was  not  removed,  as  per  his 
promise  to  me  in  the  very  beginning. 

The  Chairman.  Well,  what  support  was  it  that  you  lacked  during 
the  summer  of  1918,  after  you  went  back  there? 

Mr.  Sloan.  It  was  support  in  getting  authority  to  order  certain 
things.  For  instance,  we  were  almost  completely  out  of  treenails, 
and  wanted  treenails  of  a  certain  kind.  There  was  constant  cor- 
respondence about  these  treenails  there,  and  we  were  practically  out 
of  all  kinds  of  treenails  before  any  arrangements  were  made  to  get 
any  into  the  yard.     So,  with  many  other  things;  for  instance,  on 
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S£  and  63^  the  fifth  and  sixth  vessels,  stai-ted  not  very  long  after 
this,  and  after  I  went  back  there  for  the  Emergency  Fleet  Corpora- 
tion, we  were  putting  the  keelson  in  6^;  and  in  the  matter  of  the 
scarves  in  the  keelsons,  Mr.  Weir  insisted  that  the  scarves  were  not 
right.  I  took  issue  with  him  about  that,  and  he  stopped  work,  and 
I  notified  Mr.  Piggott,  as  I  had  about  other  things,  and  requested 
that  this  officer  send  up  there  a  committee  of  two  or  three  shipbuild- 
ers, well-known  shipbuilders,  to  pass  on  the  way  Mr.  Weir  was  in- 
sisting on  the  work  being  done,  and  I  held  up  the  work,  with  the  result 
that  after  possibly  10  days  or  2  weeks  up  came  one  fellow  there 
and  spent  a  day  and  came  back,  I  was  not  satisfied,  not  hearing 
what  his  i-eport  was,  and  the  work  still  being  held  up,  I  requested 
that  another  man  be  sent  up,  and  he  was  sent  up,  and  he,  in  turn, 
left  the  yard,  and  I  heard  nothing  further  for  18  or  20  days,  and 
I  came  down  to  the  office. 

The  Chairman.  The  work  was  stopped  all  that  time? 

Mr.  SiiOAN.  Yes;  on  6£;  because  of  the  matter  of  the  scarves  in 
this  keelson. 

The  Chairman.  Did  Mr.  Weir  have  authority  to  tell  the  men 
under  your  supervision  to  stop  work? 

Mr.  SiiOAN.  Well,  he  as  mspector,  representing  the  Shipping 
Board,  could  stop  work  there;  and  I  could  not  proceed  with  the 
work  untiKI  got  permission  from  the  district  office  here,  or  until 
thev  had  told  him. 

The  Chairman.  What  would  have  happened  if  you  had  told  the 
men  to  go  ahead  and  work,  and  do  as  you  said  and  never  mind  as  he 
said^ 

Mr.  SiiOAN.  I  do  not  know  what  would  have  happened. 

The  Chairman.  Do  you  know  of  that  being  done  in  the  yards? 

Mr.  Sloan.  I  have  heard  of  it  being  done.  That  letter  mentions 
specifically  two  of  the  departments  that  I  had  no  right  to  interfere 
with;  that  is,  the  inspector  and  the  auditing  department;  yes,  sir. 

The  Chairman.  There  is  nothing  in  there  giving  the  inspector  the 
right  to  boss  your  men? 

Mr.  SiiOAN.  Well,  it  was  not  bossing  them;  he  had  ordered  the 
yard  not  to  go  ahead ;  he  ordered  me  not  to  go  ahead. 

The  Chairman.  And  you  could  not  get  authority  from  the  dis- 
trict office  for  18  or  20  days  ? 

Mr.  Sloan.  That  is  correct.  I  came  to  Seattle,  and  I  told  Mr. 
Pigott  that  this  had  come  to  a  show-down  and  I  was  ready  to  leave 
the  yard,  that  I  could  not  accomplish  anything,  that  I  was  not  get- 
ting the  proper  support,  and  here  was  this  delay  going  on.  He  said, 
"  Well,  (Japt.  Magee  will  go  up  there  with  you."  And  the  following 
day  Capt.  Magee  and  myself  and  Mr.  Rustad  drove  up  to  the  Ana- 
<*ortes  Co.  at  Anacortes  in  Capt.  Magee's  machine.'  Capt.  Magee 
went  with  myself  all  over  the  ships.  I  showed  him  the  work  on  all 
the  ships  that  Mr.  Weir  was  insisting  upon  being  done.  I  showed 
him  these  scarves  in  the  keelsons,  and  he  O.  K.'d  my  idea  of  the 
program,  and  said,  "  Go  to  it." 

The  Chairman.  You  did  not  think  Mr.  Weir  was  a  competent 
man  to  be  an  inspector  over  the  construction  of  wood  ships  ? 

Mr.  Sloan.  I  did  not. 

The  Chairman.  And  you  would  naturally  not  expect  him  to  make 
a  success  of  that  work  if  he  was  engaged  anywhere? 
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Mr.  Sloan.  No. 

The  Chairman.  It  is  true  he  went  to  the  Bellingham  yard  from 
your  yard  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chaikmj^n.  And  he  has  remained  there  sineet 

Mr.  SloaI^^.  Yes. 

The  Chairman.  Have  you  ever  seen  any  of  those  ships  turned  out 
by  the  Pacific  American  Fisheries?  • 

Mr.  Sloan.  In  July  of  1918,  shortly  after  he  went  there,  within  a 
few  days,  I  was  invited  to  a  launching  in  the  yard  there,  and  I 
went  up  and  went  aboard  the  ship.  That  was  just  a  few  days  after 
he  had  gone  there. 

The  Chairman.  I  see.  Well,  was  the  difference  between  you  and 
Mr.  Weir  a  personal  one,  do  you  think? 

Mr.  Sloan.  On  my  part;  no. 

The  Chairman.  Well;  on  his  part? 

Mr.  Sloan.  Well^  I  first  employed  Mr.  Weir  in  1916  while  I  was 
superintendent  of  the  vard  on  Harbor  Island,  for  the  Puget  Sound 
Bridge  &  Dredging  do.,  and  Mr.  Weir  so  balled  up  the  work  on 
one  of  the  ships  which  I  gave  him  charge  of,  the  framing,  that  we 
had  to  let  him  go.    We  discharged  him. 

The  Chairman.  You  think  that  may  have  had  something  to  do 
with  his  inability  to  get  along  with  you  ? 

Mr.  Sloan.  Well,  and  the  fact  that  he  was  disappointed  tliat  he 
was  not  employed  by  the  Anacortes  Shipbuilding  Co.  as  superin- 
tendent. 

The  Chairman.  He  never  directlv  asked  vou  for  employment,  did 
he? 

Mr.  Sloan.  No;  but  it  came  indirectly  from  others  and  he  hinted 
around  to  me,  not  in  a  direct  way. 

The  Chairman.  You  do  not  appear  to  be  a  man  that  would  be 
very  much  influenced  bv  intimations  from  others.  You  would  strike 
me  as  a  man  who  would  want  to  have  a  plain,  outspoken  talk  with  a 
person.  If  he  was  hinting,  I  would  think  you  would  ask  him  if  he 
want-ed  the  job. 

Mr.  Sloan.  I  did  not  do  that. 

The  Chairman.  You  did  not  do  that? 

Mr.  Sloan.  No;  because  I  did  not  say  anything  about  it.  I  de 
cided,  of  course,  he  could  not  have  a  job  with  me. 

The  Chairman.  I  think  that  is  all  for  the  present.  Some  of  the 
other  membei-s  of  the  committee  will  want  to  ask  you  something. 

Mr.  Kelley.  Just  a  few  questions.  You  had  not  been  in  the 
shipbuilding  business  for  some  little  time,  until  the  war  broke  out, 
1  suppose? 

Mr.  SiiOAN.  Well,  I  have  been  in  it  almost  continuously  all  my 
lifft. 

Mr.  Kellet.  You  did  not  have  anv  plant  when  the  war  broke 
out? 

Mr.  Sloan.  No;  but  I  had  been  building  for  such  firms  as  the 
Puget  Sound  Bridge  &  Dredging  Co.,  in  their  own  plant,  as  super- 
intendent. ' 

Mr.  Kellet.  I  know  you  are  an  experienced  builder,  but  I  did 
not  know  whether  you  had  any  plant  at  that  time. 
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Mr.  Sloan.  No;  I  had  no  plant. 

Mr.  Kellet.  Did  you  organize  this  company  at  Anarcortes  before 
your  brother  got  the  contracts  from  the  Government? 

Mr.  Sloan.  Oh,  the  company  was  in  process  of  organization  long 
before  they  received  any  contracts  from  the  Government. 

Mr.  Kellet.  Now,  how  did  yon  happen  to  go  ahead  and  organize 
it  without  any  assurance  of  business  ? 

Mr.  Sloan.  Well,  there  was  an  assurance  of  business. 

ifr.  Kellet.  Where  did  you  get  that? 

Mr.  Sloan.  Private  yards  were  starting  up — had  been  starting 
,  since  ApriL  1916,  all  over  the  Northwest  here,  and  receiving  plenty 
of  work.  Plenty  of  work  was  offered,  and  I  received  that  through 
my  office  in  the  Colman  Building,  where  I  made  out  plans  and  laid 
out  shipyards,  and  was  employed  in  a  consulting  wav  bj^  quite  a 
number  of  yards. 

Mr.  Kellet.  You  speak  of  wooden  shipyards  now  ? 

Mr.  Sloan.  Yes;  entirely. 

Mr.  K^ellet.  What  was  your  corporation  capitalized  at,  at  Ana- 
cortes? 
;      Mr.  Sloan.  If  I  remember  correctly,  $200,000  or  $250,000.     U  is 
80  long  ago  I  have  forgotten. 

Mr.  JCellet.  $250,000.  If  that  sum  were  all  paid  in,  would  that 
be  sufficient  capital  to  equip  the  yard  and  have  a  working  balance? 

Mr.  Sloan.  Well,  we  felt,  and  I  felt  as  an  experienced  ship 
builder  it  was  so  much  more  than  necessary,  in  fact. 

Mr.  Kejulet.  For  a  yard  of  six  ways? 

Mr.  Sloan.  Yes.  In  fact,  Mr.  Kelley,  in  all  my  previous  expe- 
rience in  yards  that  had  more  than  six  ways,  I  never  knew  of  an 
investment  to  exceed  $25,000  in  a  wood  shipyard. 

Mr.  Kellet.. Of  course,  that  would  involve  a  large  amount  of 
hand  work,  and  that  would  take  a  great  deal  longer  time  than  you 
would  expect  to  take  for  these  ships  in  time  of  war?  * 

Mr.  Sloan.  But,  as  a  matter  of  fact,  we  turned  out  the  ships 
equally  as  quick,  or  quicker,  when  the  work  was  done  by  hand,  be- 
cause the  men  were  then  experienced  ship  carpentei^s  and  ship- 
builders. 

Mr.  Kellet.  How  much  of  this  $250,000  was  paid  in  ? 

Mr.  Sloan.  There  was  not  to  exceed  $25,000  when  we  started  in 
work. 

Mr.  Kellet.  How  many  stockholders  were  there  ? 

Mr.  Sloan.  That  'I  could  not  say.  There  are  quite  a  number  of 
them.  There  were  quite  a  number  of  business  men  in  Anacortes 
that  took  smaU  shares  of  stock  to  acquire  the  land,  in  the  first  place. 

Mr.  Kellet.  Did  you  hold  a  majority  of  the  stock  vourself,  per- 
sonally ? 

Mr.  Sloan.  Yes;  I  think  I  did.  If  not,  I  held  the  majority  with 
200  shares  by  the  Sloan  Shipyards  Corporation ;  it  was  controlled 
with  what  I  held  and  200  shares  by  the  Sloan  Shipyards  Corpora- 
tion. 

Mr.  Kellet.  What  was  the  par  value  of  these  shares  ? 

Mr.  Sloan.  $10. 

Mr.  Kellet.  Then,  the  Sloan  Shipyards  Corporation  paid  in 
$2,000? 
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Mr.  Sloan.  Yes;  as  I  remember  it,  they  paid  in  $2,000. 

Mr.  Kelley.  When  did  they  pay  that  in  ? 

Mr.  Sloan.  Well,  I  think  in  April  or  May  of  1917.  I  can't  remem- 
-ber  the  dates. 

Mr.  Kelley.  It  was  before  your  brother  «:ot  the  contracts  from 
the  (jovernment,  or  afterwards? 

Mr.  Sloan.  I  could  not  answer  that ;  before  or  just  about  that  time. 
It  was,  anyway,  after  he  had  the  contracts  with  the  Clinchfield  Navi- 
gation Co. 

Mr.  Kp:lley.  How  much  cash  did  you  put  in? 

Mr.  Sloan.  About  $7,000,  as  I  remember. 

Mr.  Kelley.  Did  you  own  the  land  on  which  the  plant  was 
erected  ? 

Mr.  Sloan.  No,  sir. 

Mr.  Kelley.  How  much  did  you  pay  for  that  land? 

Mr.  Sloan.  Between  fourteen  and  sixteen  thousand  dollars. 

Mr.  Kelley.  Was  it  all  paid  for? 

Mr.  Sloan.  All  paid  for. 

Mr.  Kelley.  That  was  paid  for  out  of  the  capital  stock? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Kelley.  Now,  when  you  consolidated  with  the  Sloan  Ship- 
yards Corporation,  what  became  of  your  capital  stock  or  what  be- 
came of  your  capital,  I  will  put  it  that  way  ? 

Mr.  Sloan.  Well,  the  stock  that  had  been  issued  was  all  gathered 
in  and  by  the  consent  of  the  Emergency  Fleet  Corporation,  and  paid 
for  at  par,  and  transferred  to  the  Sloan  Shipyards  Corporation. 

Mr.  Kelley.  Then,  you  received  your  $7,000  back? 

Mr.  Six)AN.  I  did ;  yes,  sir. 

Mr.  Kelley.  And  tlie  Sloan  Shipyards  Corporation  was  given 
iTedit  for  its  $2,000  ? 

Mr.  Sloan.  Well,  of  course,  all  of  the  stock  is  now  in  the  name  of 
the  Sloan  Shipyards  Corporation. 

Mr.  Kelley. 'How  much  Government  funds  did  it  require  to  buy 
out  your  plant? 

Mt.  Sloan.  $25,000. 

Mr.  Kelley.  That  was  paid  for  by  the  Government  itself? 

Mr.  Sloan.  Yes,  sir;  money  advanced  by  the  Government. 

Mr.  Kelley.  Did  the  Government  take  any  security  other  than  the 
yard,  or  did  they  take  that? 

Mr.  Six)AN.  Of  course,  then,  the  Anacortes  Shipyard  was  included 
with  the  Sloan  Shipyards  Corporation  plant  at  Olympia,  and  the 
Capital  City  Iron  Works  and  covered  by  a  mortgage  for  a  million 
dollars. 

Mr.  Kelley.  Did  the  Government  put  up  any  money  to  buy  the 
Capital  City  Iron  Works? 

Mr.  SiiOAN.  Well,  of  course,  I  don't  know  anything  about  the 
transactions. 

Mr.  Kelley.  You  are  a  stockholder  in  the  Shipyards  Corporation, 
are  you  not  ? 

Mr.  Sloan.  Yes. 

Mr.  Kelley.  And  as  a  stockholder,  you  must  have  been  cognizant 
of  the  arrangements  that  were  goin^  to  be  made  for  the  consolida- 
tion.   How  did  you  pay  for  the  Capital  City  Iron  Works? 
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Mr.  Sloan.  Well,  of  course,  I  don't  know  anything  about  that-  at 
^11,  not  even  as  a  stockholder.  I  was  not  a  stockholder  of  th&  Capital 
City  Iron  Works. 

Mr.  KJELLEY.  No ;  but  you  are  a  stockholder  in  the  Sloan  Shipyards 
Corporation. 

Mr.  Six)AN.  Yes,  sir. 

Mr.  Keixey.  Now,  is  it  possible  you  did  not  know  on  what  terms 
you  were  consolidating  your  concern  with  one  that  you  had  no  in- 
terest in  at  all  ?  '  . 

Mr.  Sloan.  I  certainly  knew  on  what  terms  the  Anacoftes  Ship- 
building Co.,  with  which  I  was  directly  interested,  but  so  far  as  the 
Capital  City  Iron  Works  is  concerned,  I  did  not  know  anything 
about  that  at  all. 

Mr.  Kellby.  What  is  your  understanding  as  to  the  method  by 
Tvhich  that  stock  was  paid  for? 

Mr.  Sloan.  Well,  in  a  hazy  way,  I  knew  that  the  Sloan  Shipyards 
Corporation — or  my  brother — ^that  a  new  corporation  was  formed, 
4ind  they  purchased  the  Capital  City  Iron  Works. 

Mr.  Kelley.  That  was  at  this  same  time  that  they  purchased  the 
Anacortes  yard? 

Mr.  Sloan.  No;  this  was  long  before,  and,  of  course,  the  Capital 
City  Iron  Works  was  an  independent  corporation,  independent  of 
the  Sloan  Shipyards  Corporation. 

Mr.  Kelley.  I  understand. 

Mr.  SiiOAN.  And  I  never  paid  any  attention  to  that  at  all. 

Mr.  Kelley.  Did  the  Capital  City  Iron  Works  have  a  good  deal 
of  property;  was  it  quite  a  concern? 

Mr.  Sloan.  Well,  it  was  not  a  big  concern ;  no. 

Mr.  Kelley.  Who  owned  that;  wno  were  the  stockholders? 

Mr.  Sloan.  Well,  I  don't  know  that,  Mr.  Kelley. 

Mr.  KjBLLEY.  Did  you  not  sit  in  at  any  stockholders'  meeting  when 
this  matter  was  being  discussed  ? 

Mr.  Sloan.  Never;  not  in  a  stockholders'  meeting  of  the  Sloan 
Shipyards  Corporation. 

Mr.  Kelley.  You  do  know  how  that  stock  was  paid  for,  and  how 
much  was  paid  for  it  or  where  the  money  came  from  that  it  was 
bought  with  ? 

Mr.  Sloan.  I  do  not  know  anything  at  all  about  the  transaction 
relating  to  the  Capital  City  Iron  Works. 

Mr.  Kelley.  Now,  what  I  am  asking  you  is  this :  Was  the  taking 
over  of  the  Capital  City  Iron  Works  simultaneous  with  the  taking 
over  of  your  plant  at  Anacortes?  Was  that  all  practically  one  trans- 
action? 

Mr.  SiiOAN.  I  think  it  was.  I  think  I  was  so  informed  that  they 
had  taken  the  Capital  City  Iron  Works. 

Mr.  Keli^y.  But  you  do  not  know  whether  the  Government  put 
^ip  the  money  to  buy  the  Capital  City  Iron  Works  or  not? 

Mr;  Six)AN.  No,  sir ;  I  do  not. 

Mr.  Kelley.  Of  course,  we  can  find  that  here. 

Mr.  Sjx)an.  Yes. 

Mr.  Kelley.  Is  this  the  only  shipbuilding  organization  that  you 
tried  to  organize — ^the  one  at  Anacortes? 

Mr.  Sloan.  Yes. 
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Mr.  Kelley.  Did  you  not  try  to  organize  one  at  Bremerton  ? 

Mr.  Sloan.  No,  sir. 

Mr.  Keluey.  Did  you  not  hold  a  public  meeting  at  Bremerton  of 
citizens  there,  trying  to  raise  capital  to  start  a  plant  there? 

Mr.  Sloan.  No,  sir. 

Mr.  Kelley.  Did  you  have  a  representative  there  trying  to  that^ 

Mr.  Sloan.  No,  sir. 

Mr.  Keller.  What  is  the  next  town  beyond  Bremerton? 

Mr.  Sloan.  Well,  there  is  Port  Orchard  and  Charleston,  right 
there. 

Mr.  Kelley.  Charleston.  Did  you  try  to  organize  a  shipbuilding 
organization  at  Charleston? 

Mr.  Sloan.  No,  sir. 

Mr.  Kelley.  Nor  in  that  vicinity  anywhere  ? 

Mr.  Sloan.  No,  sir. 

Mr.  Kelley.  And  you  did  not  send  anybody  there  for  that  purpose. 

Mr.  Sloan.  No,  sir. 

Mr.  Kelley.  And  if  anybody  did  go  there  representing  that  he  was 
trying  to  organize  a  corporation  on  jrour  behalf  lie  did  it  without  your 
knowledge  or  consent  ? 

Mr,  Sloan.  Yes,  sir.  Now,  Mr.  KelJey,  if  you  will  pardon  me,  I 
will  tell  you  how  this  inference  comes  about. 

Mr.  Kelijsy.  Yes ;  I  wish  you  would. 

Mr.  Six)AN.  When  I  had  an  office  here  and  doing  business  as  a  con- 
sulting shipbuilder  and  laying  out  yards,  and  I  had  laid  out  a  number, 
some  people  from  that  neighborhood  came  over  here  and  requested 
me  to  lay  out  yards  for  them ;  that  they  were  going  to  organize  a  ship- 
building company.  That  is  my  only  connection  with  that.  They 
came  into  the  office. 

Mr.  Kelley.  You  went  over  there  at  their  invitation  ? 

Mr.  Sloan.  I  went  once  at  their  invitation,  to  look  over  the  ground 
on  which  they  intended  to  locate  their  plant ;  but  it  was  never  men- 
tioned, and  3*  had  no  thought  of  being  connected  with  the  company 
as  a  stockholder  or  official. 

Mr.  Kelley.  They  were  simply  consulting  you  because  you  were  an 
experienced  man  in  this  business? 

Mr.  Sloan.  Yes. 

Mr.  Kelley.  And  had  an  office — operating  as  a  consulting  engineer 
in  this  line  of  work? 

Mr.  Sloan.  Yes,  sir.  Now,  in  reference  to  this  organizing  and 
meeting  citizens,  I  was  invited  to  a  meeting  held  in  Everett. 

Mr.  Kelley.  Yes. 

Mr.  Sloan.  One  evening  there,  and  I  went  up  there,  and  they  had 
800  or  more  people  in  the  theater  there.  The  meeting  was  presided 
over  by  the  representatives  of  two  commercial  clubs,  and  I  spoke  to 
them  on  shipbuilding  and  shipyards. 

Mr.  Kelly.  You  advised  going  into  that  by  these  Everett  people 
on  Quite  a  scale,  did  you  not  ? 

Mr.  Sloan.  No,  sir ;  I  did  not. 

Mr.  Kelley.  What  did  you  tell  them  at  Bremerton  when  they  con- 
sulted you  ? 

Mr.  Sloan.  I  did  not  advise  them  to  go  into  it  at  all.  I  do  not 
say  as  I  discouraged  it.    I  did  in  another  place — discourage  \t. 
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Mr.  Kelley.  How  about  Everett  ? 

Mr.  Six)AN.  I  did  not  do  anything  to  discourage  it  at  all.  It  was  a 
committee  of  business  men  that  came  down  here  and  asked  me  to  go 
up  to  this  meeting,  and  to  tell  them  because  of  my  experience  in  ship- 
building, about  Tmat  it  would  cost  to  start  a  plant  and  so  forth.  I  did 
not  encourage  it  at  all.    I  merely  went  up  there  at  their  request. 

Mr.  Kelley.  You  simply  furnished  the  technical  information  to 
other  people  desiring  to  put  capital  into  this  business? 

Mr.  Sloan.  Yes,  sir ;  if  they  had  formed  the  company,  I  expected  to 
get  the  business  of  laymg  out  the  yards  for  it. 

Mr.  Kelley.  But  you  were  not  attempting  to  promote  any  other 
yards  except  the  one  you  actually  started  at  Anacortes  ? 

Mr.  Sloan.  That  was  the  only  one  I  was  interested  in. 

Mr.  Kelley.  Yes. 

Mr.  Sloan.  I  might  mention  another,  occasion.  The  Chamber  ot 
Commerce  of  South  Bend,  Wash.,  invited  me  down  there  on6  Sun- 
day. Previous  to  this  a  member  of  the  Commercial  Club  had  come 
up  and  called  on  me  and  told  me  they  were  going  to  locate  a  yard 
there,  but  this,  I  believe,  was  before  the  Emergency  Fleet  Corpora- 
tion was  organized.  I  think  it  was  in  March,  early  in  March,  1917. 
I  went  down  there  and  the  Commercial  Club  had  a  meeting  on  Sun- 
day. There  were  about  50  business  men  present,  and  they  stated  to 
me  that  they  wanted  to  start  a  shipyard  there,  and  they  wanted  me 
to  advise  them  in  a  technical  way,  and  then  previous  to  that,  I  went 
down  to  Astoria,  Ore.,  and  laid  out  a  plant,  long  before  the  Ship- 
ping Board,  Emergency  Fleet  Corporation,  was  organized  in  March, 
1917. 

Mr.  Kelley.  After  this  consolidation,  were  you  ever  nominated 
by  your  brother  to  hold  a  position  over  there? 

Mr.  Sloan.  No,  sir.  ' 

Mr.  Kelley.  At  Anacortes? 

Mr.  Sloan.  No. 

Mr.  Kelley.  He  never  suggested  your  name  to  the  district  man- 
agement here? 

Mr.  Sloan.  Not  to  my  knowledge. 

Mr.  Kelley.  You  are  not  certain  about  that? 

Mr.  Sloan.  I  would  resent  it  very  much  if  he  did. 

Mr.  Kelley.  Why  would  you? 

Mr.  Six)an.  Why,  for  the  reason,  as  I  stated  before,  that  I  was 
urged  to  go  in  ap:ain  after  having  been  removed,  with  the  Emergency 
Fleet  Corporation,  to  help  in  the  shipbuilding  program,  and  1 
wanted  it  direct  from  them. 

Mr.  Kelley.  You  did  not  want  any  subsidiary  employment? 

Mr.  Sloan.  No,  sir. 

Mr.  Kelley.  Were  you  aware  of  this  contract  entered  into  in 
May,  1918 — ^I  think  that  is  the  date — under  the  terms  of  which 
your  brother  agreed,  or  his  corporation  agreed,  to  nominate  officers 
for  these  yards,  satisfactory  to  the  Government  and  to  retire  from 
active  control  himself? 

Mr.  Six)AN.  I  saw  the  copy  of  that  contract  for  the  first  time 
within  10  days. 

Mr.  Kelley.  Did  you  know  there  was  such  a  contract  as  that? 
Mr.  Sloan.  I  knew  that  there  was  such  a  contract,  but  I  had 
never  seen  it  to  know  anything  about  the  details. 
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Mr.  Kelley.  When  you  went  back  there  the  last  time  did  you  not 
notice  there  was  such  a  contract  outstanding?   . 

Mr.  Sloan.  I  went,  Mr.  Kelley,  in  April,  and  this  contract  was 
not  actually  entered  into  until  May. 

Mr.  KELLBr.  Well,  it  was  May  of  the  year  before? 

Mr.  SiiOAN.  May  of  1918. 

Mr.  Kelley.  Yes ;  but  you  went  back  in 

Mr.  Sloan.  In  April  of  1918. 

Mr.  Kelley.  Your  last  time  there? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Kelley.  Oh,  yes;  you  were  there  ahead  of  any  arrangement 
of  that  sort. 

Mr.  Sloan.  Yes,  sir;  I  was,  and  it  is  a  fact  that  I  never  saw  a 
copy  of  that  contract  until  within  10  days. 

Mr.  Kelley.  You  thought  you  were  operating  all  the  while  under 
the  direction  of  the  Emergency  Fleet  Corporation  or  the  Shipping^ 
Board  ? 

Mr.  Sloan.  Yes,  sir.    I  not  only  thought  that,  but  I  felt  I  knew  it^ 

Mr.  Kelley.  Yes. 

Mr.  Sloan.  I  would  not  have  taken  the  position  under  any  other 
circumstance. 

Mr.  Kelley.  Did  you  not  think  it  was  a  feasible  proposition  for 
your  brother  to  retire  from  the  active  management  and  allow  the 
Government  to  take  over  control,  and  if  you  operated  under  that 
kind  of  an  arrangement,  what  would  have  been  the  difference? 

Mr^  Six)AN.  I  think  the  facts  that  are  in  evidence  at  the  present 
time  ought  to  answer  that  question. 

Mr.  Kelley.  I  feel,  perhaps,  they  would  if  I  had  them  clearly  in 
my  mind,  but  I  do  not  think  I  have.  Now,  let  me  state  my  question 
again.  Your  desire  was  to  work,  if  you  were  to  work  at  all,  for 
the  Government? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Kelley.  Now,  what  would  be  the  difference  whether  you: 
worked  for  the  Government  or  worked  for  the  Sloan  Shipyards  Oor- 
poration,  managed  and  directed  by  the  Government,  with  Mr. 
Phillip  oloan  entirely  out  of  the  way,  and  without  any  legal  man- 
agement of  the  pllint  to  bother  or  interfere  with  you,  and  receive 
your  orders  from  substantially  the  same  quarters  in  either  event? 

Mr.  Sloan.  I  will  tell  you  the  difference,  Mr.  Kelley.  I  never 
intended  to  get  actively  engaged  in  wood  shipbuilding  again,  but 
to  carry  on  a  consulting  office — an  office  business.  I  had  felt  that 
I  had  been  long  enough  in  the  practical  end,  and  worked  hard 
enough,  and  was  going  to  take  the  easier  end  of  it;  but  when  my 
brother  organized  and  started  to  build  that  plant  in  Olympia,  and 
organized  in  January  of  1917,  they  wanted  me  to  go  into  the  yard 
as  active  manager,  and  I  refused  for  the  reason,  as  I  have  just  stated 
previously ;  but  after  the  Sloan  Shipyards  Corporation  had  taken  16- 
contracts,  or  these  contracts  that  they  had  for  the  Clinchfield  Navi- 
gation Co.,  had  been  turned  over  and  made  a  part  of  the  16 
contracts,  in  order  to  facilitate  and  help  the  work  along,  I  went 
back  and  took  active  charge  of  the  Anacortes  plant,  which  was  in 
process  of  being  organized,  and  which  as  the  organizer  of  it  and 
president,  I  never  intended  to  go  in  actively  and  after  having  been 
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1-emoved  from  there  by  the  direction  of  the  Emergency  Fleet  Cor- 
poration, or  the  district  office  here,  I  felt  that  any  further  employ- 
ment of  my  services  should  be  made  by  the  Shipping  Board, 
Emergency  Fleet  Corporation. 

Mr.  KELiiEY.  Well,  it  was  not  because  it  would  make  any  difference 
in  the  management  of  the  plant,  but  it  was  because  you  nad  a  little 
sentiment;  you  wanted  tb  work  for  the  Government. 

Mr.  SiiOAN.  Yes,  sir;  I  had  a  desire  to  help  in  the  program  from 
the  beginning. 

Mr.  Kblley.  It  would  not  make  any  difference  in  your  oflSce  or  re- 
sponsibility, one  way  or  the  other? 

Mr.  Sloan.  No. 
I    Mr.  KeujEy.  Whichever  course  you  undertook? 
!    Mr.  Si/)AN.  No;  none  at  all. 

I  Mr.  KELiiBY.  Do  you  know  who  has  charge  of  the  bureau  of  sup- 
plies?    What  office  does  that  come  under  ? 

Mr.  Sloan.  I  do  not  know. 
I    Mr.  Kelley.  You  said  you  had  delays  constantly  from  the  bureau 
jof  supplies  in  Seattle? 

Mi\  Sloan.  Yes,  sir. 

Mr.  Kelley.  You  must  know  who  was  responsible  for  those  de- 
lays, because  you  knew  where  to  look  for  the  material. 

Mr.  Sloan.  Well,  on  my  several  visits  to  Mr.  Pigott  and  Capt. 
Magee.  his  assistant,  when  I  brought  these  matters  up  and  told  them 
we  were  waiting  for  certain  supplies,  and  so  forth,  I  was  referred 
to  Mr.  Manion,  at  that  time,'  who  was  purchasing  agent,  I  think, 
with  offices  in  this  building,  and  some  other  man,  whose  name  I 
have  forgotten. 

Mr.  Kelley.  Did  Mr.  Magee  have  anything  to  do  with  the  delivery 
of  supplies,  lumber  and  all  that*kind  of  thing? 

Mr.  Sloan.  Not  to  my  knowledge ;  no  direct. 

Mr.  Kelley.  Who  did  ?  That  is  what  I  am  getting  at.  Mr.  Pigott 
did  not  have  charge  of  the  bureau  of  supplies  or  the  division  of  sup- 
plies? 

Mr.  Sloan.  Well,  it  was  Mr.  Manion  here  that  I  just  mentioned. 

Mr.  Kelley.  Mr.  Manion  is  the  man  ? 

Mr.  Sloan.  Yes ;  and  some  other  man  whose  name  I  have  forgotten. 

Mr.  Kelley.  Tinder  whom  was  Mr.  Manion  operating? 

Mr.  Sloan.  That  I  could  not  say.  • .  ^ 

Mr.  Kelley.  Was  it  under  Mr.  Blain,  or  Mr.  Magee,  or  Mr.  Pigott  ? 

Mr.  Sloan.  Mr.  Kelley,  I  can  not  answer  that  question,  because  I 
don't  know.  I  was  simply  referred  to  him  by  Mr.  Pigott  and  by  Mr. 
Atagee,  when  I  made  the  stgitements  of  fact  that  we  were  running 
short  of  material,  and  so  forth. 

Mr.  Kelley.  When  they  refused  to  send  you  the  lumber,  or  when 
they  objected  to  sending  you  lumber  and  material,  rather,  did  they 
say  it  was  because  it  belonged  ta  somebody  else,  who  was  doing  busi- 
n<*ss  faster  and  more  economically  and  with  more  assurance  of  success 
than  you  were  doing;  is  that  the  reason  they  gave  you? 

Mr.  Sloan.  No;  they  never  told  me  that  direct. 

Mr.  Kelley.  What  excuse  did  tliey  give  for  shunting  the  lumber 
off  in  some  other  direction  and  depriving  you  of  your  share  ? 
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Mr.  Sloan.  They  never  really  offered  excuse  that  was  in  relation 
to  the  lumber  alone.  It  was  for  the  fifth  and  sixth  ships,  No.  62  and 
No,  63^  as  I  remember  them,  and  the  orders  for  that  lumber  had  been 
placed  with  the  fir  production  board,  represented  by  Mr.  Stimson,  in 
this  building.  He  placed  the  order  for  the  Anacoites  Shipbuilding 
Co.  for  the  lumber  for  those  two  ships  or  two  units  with  the  Puget 
Mill  Co. 

Mr.  Kelley.  Now,  just  a  word  about  the  results.  As  far  as  re- 
sults are  considered,  you  do  not  claim  responsibility  for  them  of 
course,  do  you  ? 

Mr.  Sloan.  No. 

Mr.  Kelley.  At  Anacortes? 

Mr.  Sloan.  No  ;  I  refuse  to  assume  the  responsibility. 

Mr.  Kelley.  The  Government  owns  the  yard  at  Anacortes  now, 
does  it  not?  It  bought  out  those  over  there  who  had  any  interest 
in  it,  so  far  as  you  know  ? 

Mr.  Sloan.  No;  it  was  the  Sloan  Shipyards  Corporation  that 
bought  them  out. 

Mr.  Kelley.  But  the  Government  bought  it  really,  and  I  suppose 
there  is  some  contract  somewhere  that  would  possibly  prote^  the 
Government? 

Mr.  Sloan.  They  have  a  million  dollars'  worth  of  mortgage. 

Mr.  Kelley.  Just  a  minute  there.  We  will  suppose  the  Govern- 
ment has  the  yard  over  there  and  the  machinery.  How  much  is  it 
wortli?  First,  let  us  see  how  much  did  it  cost,  the  machinery  that 
is  over  and  the  yard? 

Mr.  Sloan.  Well,  I  can  only  approximate  it. 

Mr.  Kelley.  Yes ;  that  is  what  I  want.     You  are  a  practical  man  ? 

Mr.  Sloan.  Yes. 

Mr.  Kelley.  Could  you  tell  what  it  approximately  cost? 

Mr.  Sloan.  I  should  say  between  two  hundred  and  seventy-five 
thousand  and  three  hundred  thousand  dollars,  invested  in  that  plant 
there  now. 

Mr.  Kelley.  And  if  there  is  that  sum  invested  there,  the  chances 
are  tliat  tlie  money  came  from  the  Government  ? 

Mr.  Srx)AN.  Yes;  most  of  it. 

Mr.  Kelley.  How  much  do  vou  think  the  yard  would  sell  for^ 

Mr.  Sloan.  Well,  at  the  stage  of  the  wood-ship  building  program 
at  the  present  time,  and  with  the  market  completely  cut  from  under 
wood  ships,  it  would  not  sell  for  but  very  little. 

Mr.  Kelley.  You  would  figure,  then,  that  there  \yould  be  a  los 
of  a  quarter  of  a  million  there  to  the  Government,  at  the  very  l^est, 
or  maybe  $300,000  ? 

Mr.  Sloan.  Well,  there  would  be  considerable  loss. 

Mr.  Kelley.  Approximately  that  sum  ? 

Mr.  Sloan.  At  least  I  would  put  it  at  $200,000;  but  if  there  was  a 
demand  for  wood  ships  in  the  market,  if  the  market  for  .wood  ships 
was  good,  of  course,  they  would  pay  out. 

Mr.  Kelley.  The  Government  constructed  how  manv  hulls  there? 

Mr.  Sloan.  The  (lovernment  constructed  four. 

Mr.  Kelley.  Four  hulls? 

Mr.  Sloan.  Yes;  four.  • 

Mr.  Kelley.  What  did  it  cost  the  Government  to  construct  those 
four  hulls,  over  there,  approximately  ? 
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Mr.  Sloax.  Well,  of  course,  I  don't  know. 

Mr.  Kelley.  Weil,  you  know  approximatel3\  What  was  the  con- 
tract price? 

Mr.  Sloan.  The  contract  price  for  the  completed  ship? 

Mr.  Kelley.  Xo;  for  the  hulls. 

Mr.  Sloan.  Well,  there  was  not  a  contract  price  for  the  hulls. 

Mr.  Ivelley.  Yes;  you  made  a  contract  with  your  brother's  firm 
over  here  for  hulls.    What  did  you  agree  to  build  them  for? 

Mr.  Sloan.  Our  contract,  of  course,  was  for  the  completed  ship, 
but  the  ship  was  to  be  completed  by  the  Sloan  Shipyards  Corporation. 

Mr.  Kellky.  Yes;  how  much  were  you  to  get  for  building  the  hulls 
for  the  Sloan  Shipyards  Corporation  ? 

Mr.  Six)AN.  Well,  at  the  time  we  started  in,  Mr.  Kellev,  as  I  remem- 
ber  it,  we  figured  the  hulls  would  net  a  profit  at  about  $290,000,  or 
thereabouts. 

Mr.  Kelley.  And,  of  course,  they  had  not  been  constructed  for  any- 
thing like  that,  had  they  ? 

Mr.  SiiOAN.  Well,  I  am  sure  they  had  not. 

Mr.  Kelley.  What  do  you  suppose  it  cost  the  Government  to  con- 
struct these  hulls? 

Mr.  Sloan.  Without  saying  definitely,  or  giving  the  figures,  I 
should  think  that  the  average  hull  in  Anacortes — that  is,  the  hulls 
that  have  been  launched — have  cost  in  the  neighborhood  of  $400,000 
each. 

Mr.  Kelley.  And  how  many  of  those  were  constructed — four?  I 
know  fnur  have  been  finished. 

Mr.  Sloan.  Well,  there  wei-e  four  laimched  hulls  there;  ves,  sir. 

Mr.  Kelley.  That  would  be  $1,600,000  that  the  Government  has 
paid  for  the  construction  of  the  hulls? 

Mr.  Six)AN.  Yes. 

Mr.  Kellry.  Now,  how  much  work  has  been  done  on  the  other  two? 
What  has  been  the  cost  of  the  work  the  Government  has  done  on  the 
other  two? 

ilr.  Su)AN.  Well,  as  I  remember  it,  from  a  report  furnished  by  the 
manager  of  the  Sloan  Shipyards  Corporation,  when  the  work  was 
suspended,  that  would  average  somewhere  in  the  neighborhood  of 
seventy-five  or  eighty  thousand  dollai's  per  hull. 

Mr.  Kelley.  And  two  of  those  would  be 

Mr.  Sloan.  $150,000. 

Mr.  Kelley.  Now,  do  vou  think  of  anything  else  that  the  Govern- 
ment has  put  in  there  ^  Are  there  any  obligations  outstanding 
against  that  yard  ? 

Mr.  Sloan.  That  I  could  not  say. 

Mr.  Kelley.  Probably  there  are,  for  lumber,  possibly,  do  you 
thmk? 

Mr.  Sloan.  Well,  that  would  be  against  the  Sloan  Shipyards  Cor- 
poration. 

Mr.  KEUiEY.  The  Government  would  be  responsible  for  it,  prob- 
ably, in  the  last  analysis,  if  they  ordered  it. 

Mr.  Sloan.  I  should  think  so. 

Mr.  Kelley.  But  you  do  not  know  whether  there  are  any  unpaid 
claims  or  not? 

177068—20— FT  1 24 


370  SHIPPING  BOABD  OPEBATIOKS. 

Mr.  Sloan.  No,  sir ;  I  do  not. 

Mr.  Kelley.  Well,  that  makes  $2,060,000,  that  the  Government 
has  paid  over  there  for  the  Anacortes  plant.  Now,  how  much  are 
the  hulls  worth  that  are  completed? 

Mr.  Sloan.  ^\ell,  that  is 

Mr.  Kelley.  How  much  would  you  give  for  them  if  you  had 
the  money  and  wanted  to  buy  them? 

Mr.  Sloane.  Well,  I  would  not  purchase  them  because  there  is  no 
market  for  them  at  present. 

Mr.  Kelley.  Are  they  not  worth  anything  at  all  ? 

Mr.  Sloan.  I  could  not  say  at  the  present  time.  There  is  no  market 
for  them  at  all. 

Mr.  Keli^ey.  And  you  would  not  pay  a  cent  for  the  hulls  ? 

Mr.*  Sloan.  No,  sir. 

Mr.  Kelley.  You  would  not  give  anything  for  the  plant  over  there, 
would  you  noAv,  except  for  salvage  ? 

Mr.  Sloan.  Well,  of  coui-se,  that  is  all. 

Mr.  Kelley.  $00,000  would  be  quite  a  fair  allowance  for  the  plant, 
would  it  not?  I  am  not  committing  you.  I  am  not  giving  you  an 
option  on  it,  .and  you  are  not  taking  an  option  at  $60,000,  but  that 
would  be  all  you  would  expect  to  get  for  it  if  you  had  to  sell  it? 

Mr.  Six)ax.  I  will  answer  that  in  this  way:  Between  $60,000  and 
$100,000.     I  want  to  be  somewhere  near  safe. 

Mr.  Kelley.  That  leaves 'an  even  $2,000,000  that  the  Anacortes 
plant  has  cost  the  Government,  a  net  loss  of  at  least  $2,000,000  for 
that  plant  over  there,  under  the  Government  and  such  management 
as  you  were  able  to  give  it,  with  the  restrictions  which  you  claim  were 
thrown  around  you.    Is  that  what  you  are  telling  the  committee? 

Mr.  Sloan.  No,  Mr.  Kelley.  I  want  to  answer  that  in  this  way: 
As  you  figure  it,  $2,000,000  net  loss,  the  loss  would  be  minus  what  they 
received  for  the  hulls  launched  in  the  yard. 

Mr.  Keli.ey.  Well,  you  said  they  were  not  worth  anything. 

Mr.  Sloan.  I  am  not  speaking  specifically  of  the  two  hulls  on  the 
stocks,  but  the  four  hulls  that  were  launched. 

Mr.  Kelley.  What  are  the  four  hulls  that  were  launched  worth? 

Mr.  Sloan.  I  can  not  answer  that.  They  are  worth  just  what  the 
Emergency  Fleet  Corporation  are  selling  completed  wood  ships  for. 

Mr.  Kelley.  Have  they  offered  any  for  sale? 

Mr.  Sloan.  I  understand  they  are  all  offered  for  sale. 

Mr.  Kelley.  And  that  is  what  makes  it  hard  to  sell  any  of  them? 

Mr.  Sloan.  Certainly. 

Mr.  Kelley.  Is  it  vour  contention  that  the  Government  or  the 
Shipping  Board,  in  putting  their  hulls  on  the  market  at  one  time,  lias 
knocked  the  bottom  out  of  hull  sales,  and  that  one  action  alone  is 
really  costing  the  Government  here  about  $2,000,000  on  your  Anacortes 
project? 

Mr.  Six)AN.  So  far  as  it  relates  to  wood  ships;  yes,  sir;  I  would 
say  so.  The  market  is  depressed,  and  the  impression  has  gone  out 
that  they  want  to  get  rid  of  all  of  these  wood  hulls  at  almost  any 
sacrifice. 

Mr.  Kelley.  As  a  result  of  that  we  will  lose  $2,000,000,  just  on 
account  of  the  Anacortes  plant  alone,  or  thereabouts? 

Mr.  SiiOAN.  From  the  $2,000,000,  as  you  figure  it,  must  be  deducted 
whatever  they  get  for  those. 
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Mr.  Kellet.  But  your  opinion  is  that  because  they  have  offered 
all  of  that  property  for  sale  at  once,  nobody  will  buy,  and  when  they 
do  buy,  it  will  be  almost  a  gift  ? 

Mr.  Si/)AN.  Yes;  I  have  been  informed  they  are  selling  a  completed 
wood  ship  as  a  steamship  for  from  $300,000  to  $350,000. 

Mi\  Bjelley.  Of  course,  you  do  not  know  if  the  Government  lost 
$2,000,000  on  your  plant;  you  do  not  know  how  much  we  will  lose 
on  the  Sloan  Shipyards  Corporation,  as  a  whole,  do  you  ?     You  have 
not  means  of  giving  us  an  estimate  on  that  ? 
Mr.  Sloan.  No  ;  I  have  not. 

Mr.  KetJiF.y.  Have  you  not  worked  out  any  way  in  consultation 
with  your  brother,  or  with  anybody,  as  to  what  the  loss  would  be? 

Mr.  Sloan.  No  ;  I  have  not.  I  have  paid  very  little  attention  to  the 
affairs  of  the  Sloan  Shipyards  Corporation  since  I  laid  the  yard  out. 
It  is  just  in  a  general  way,  in  convei-sation  or  listening  to  my  brother 
talk  to  some  of  the  directors  of  the  company,  that  I  have  picked  up 
the  information  I  have  given  you  here  about  the  affairs  of  the 
Olympia  plant. 

Mr.  Kelley.  If  you  had  been  at  the  head  of  the  Shipping  Board, 
would  you  have  given  your  brother — <;onsidering,  now^  that  he  is  a 
good  business  man,  and  all,  but  an  inexperienced  shipbuilder — would 
you  have  given  him  a  check  for  $872,000  in  cash,  all  at  one  time,  if 
you  had  been  at  the  head  of  the  Shipping  Board  and  charged  with 
the  proper  paying  out  of  Government  funds? 

ilr.  Sloan.  If  I  were  the  head  of  the  Shipping  Board  I  would  not 
only  not  have  given  this  to  my  brother,  but  I  would  not  have  given  it 
to  any  other  company  without  being  further  secured. 

Mr.  Kelley.  And  you  would  have  paid  it,  probably,  as  the  work 
progressed,  in  small  sums  on  specific  vouchers? 

Mr.  Sloan.  Yes,  sir ;  but  if  I  were  the  head  of  the  Shipping  Board, 
and  the  policy  of  the  board  had  been  to  give  it  to  any  yard,  and  to 
help  the  shipyards  as  they  have  been  all  over,  if  I  were  giving  it  to 

one,  I  would  have  given  it  to  the  other,  if  I  felt 

Mr.  ICblley.  You  mean  to  say  that  the  Shipping  Board  has  dupli- 
cated this  performance ;  that  it  has  gone  through,  with  your  brother, 
in  giving  out  large  checks  all  at  once,  and  not  upon  vouchers  showing 
work  performed  ? 

Mr.  Sloan.  I  mean  to  say,  Mr.  Kelley.  that  there  were  very  few 
wood  shipbuilding  plants  in  operation  in  America  when  the  Emer- 
gency Fleet  Corporation  started  in  to  do  business,  and  they  lent  their 
encouragement  to  the  establishment  of  new  plants  for  the  building 

of  wooden  ships,  and  even  Mr.  Brant,  the  vice  president 

Mr.  KEiiLEY.  That  really  would  not  be  encouragement;  that  would 
not  l)e  the  way  to  encourage  men  to  build  ships — to  give  them  a  million  . 
dollars  in  a  lump  sum,  without  any  restrictions  as  to  how  it  should 
be  spent? 

Mr.  Sloan.  But  the  plant  to  which  they  gave  this  million  dollars 
was  a  going  concern;  they  had  built  plants  for  contractors  from  the 
ground  up,  and  they  gave  the  contractors  ships  on  the  cost-plus  basis. 
Mr.  Kelley.  Now,  just  one  more  question,  Mr.  Sloan.  When  this 
money  was  given  to  your  brother — ^this  $872,000 — the  only  condition, 
as  I  recollect,  in  the  contract  was  that  the  amount  should  have  been 
obligated  ? 
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Mr.  Sloan.  Yes. 

Mr.  Kelley.  Xow,  immediately  after  he  got  that  contract  for  the 
16  ships  he  sublet  6  to  you,  didn't  he? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Kelley.  At  about  $390,000  apiece,  in  round  figures? 

Mr.  Sloan.  No  ;  it  was  a  sum  larger  than  that,  based  on  the  com- 
pleted ship — four  hundred  and  some  odd  thousand  dollars — but  that 
was  for  the  completed  ship. 

Mr.  Kelley.  So  that  on  that  one  transaction  alone  he  had  obli- 
gated himself  for  $2,400,000,  just  by  subletting  a  part  of  the  busine&s 
to  you,  and  then  was  in  a  position  to  turn  around  and  get  the  $875,- 
000  from  the  (rovernment,  was  he  not  ?  Do  you  think  that  the  (iov- 
ernment  of  the  United  States  ought  to  do  a  thing  like  that? 

Mr.  Sloan.  Well,  I  do  not  think  it  was  done  in  just  that  way. 

Mr.  Kelley.  I  do  not  think  it  was  done,  but  he  could  have  done 
that. 

Mr.  Sloan.  He  could  have  done  that;  yes. 

Mr.  Kelley.  And  complied  strictly  with  the  contract? 

Mr.  Sloan.  I  think  so. 

Mr.  Kelley.  But  you  are  not  certain  whether  that  was  not  done, 
Mr.  Sloan  ? 

Mr.  Sloan.  I  am  not. 

Mr.  Kelley.  You  would  have  to  consult  the  dates? 

Mr.  Sloan.  I  would  have  to  consult  the  dates. 

Mr.  Kelley.  I  wish  you  would  find  out  the  exact  dates  when  you 
'  took  the  subletting  contract  for  those  hulls. 

Mr.  Sloan.  Yes. 

Mr.  KelliEY.  That  is  all. 

Mr.  Sloan.  I  would  like  to  add  this:  Before  these  contracts  were 
negotiated  with  the  Emergency  Fleet  Corporation  by  the  Sloan  Ship- 
yards Corporation — ^that  is,  the  turning  over  the  contracts  they  had 
for  steamships  for  the  Clinchfield  Navigation  Co.,  and  made  a  por- 
tion of  the  16  contracts — my  brother  told  me  that  Gen.  Goethals 
knew  it  was  an  understood  thing  that  the  work  was  to  be  divided 
among  a  number  of  yards  to  expedite  matters,  that  it  was  not  ex- 
pected that  the  16  ships  could  be  turned  out  in  one  yard  on  time. 

The  Chairman.  Mr.  Hadley,  have  you  any  questions? 

Mr.  Hadley.  Just  a  few,  Mr.  Chairman.  The  ground  has  been 
very  fully  covered,  but  I  want  to  ask  just  a  few  questions  supplemen- 
tary. Mr.  Sloan,  I  think  it  was  in  December,  1917,  if  I  understand 
your  testimony  correctly,  that  Mr.  Arnold  took  charge? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  And  you  were  out  of  there  then  until  sometime  in 
April,  when  Mr.  Pigott  appointed  you  again  ?  ' 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  Tlien  you  continued  in  that  capacity  until  sometime 
in  September,  191 8?     ' 

Mr.  Sloan.  Yas,  sir. 

Mr.  Hadley.  And  after  that  vou  stepped  aside  and  have  not  been 
back? 

Mr.  Sloan.  That  is  true. 

Mr.  Hadley.  And  that  in  a  nutshell  is  the  history  of  that  ? 

Mr.  Sloan.  Yes,  sir. 
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Mr.  Hadley.  What  were  the  weather  conditions  in  the  winter  of 
1917,  after  you  were  out  and  before  you  returned  ?  Were  they  work- 
ing months,  good  working  months  ? 

Mr.  Sloan.  As  I  remember  it,  yes;  very  good. 

Mr.  Hadlet.  What  is  the  fact  as  to  whether  the  conditions  in  the 
winter  here,  on  the  average,  are  such  that  shipbuilding  can  be  con- 
ducted successfully  and  profitably  during  the  winter? 

Mr.  Sloan.  As  well,  if  not  better  than  in  any  other  part  of  Amer- 
ica that  I  know  of. 

Mr.  Hadley.  Were  other  wood  shipyards  prosecuting  shipbuilding 
from  December,  1917,  to  April,  1918? 

Mr.  Sloan.  Yes,  sir.* 

Mr.  Hadley.  In  this  locality? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadi^ey.  Were  they  prosecuting  it  to  such  an  extent  that  tliey 
were  making  substantial  headway? 

Mr.  Sloan.  Yes,  sir;  and  launching  ships. 

Mr.  Hadley.  Was  that  the  case  at  the  Anacortes  yard? 

Mr.  Sloan.  No  ;  it  was  not. 

Mr.  Hadley.  What  were  the  labor  conditions  there  during  that 
period,  at  Anacortes? 

Mr.  Sloan.  No  trouble  at  all  in  securing  labor,  that  I  know  of. 

Mr.  Hadley.  You  were  living  at  Anacortes;  between  there  and 
Seattle  ? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  And  you  were  in  touch  with  the  situation? 

Mr.  Six)AN.  Yes,  sir. 

Mr.  Hadley.  Was  there  an  ample  labor  supply  there  at  the  Ana- 
cortes yard  when  you  left  it  in  December? 

Mr.  ^Six)AN.  Yes,  sir. 

Mr.  Hadley.  And  did  an  ample  supply  of  labor  remain  in  that 
vicinity  for  shipyard  purposes  at  Anacortes  throughout  the  winter? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  Is  that  true  of  the  period  from  April  until  Septem- 
ber, after  you  returned? 

Mr.  Sloan.  It  is;  yes. 

Mr.  Hadley.  Did  the  labor  condition  continue  favorable  from 
April  until  September  while  you  were  there? 

Mr.  Sloan,  les,  sir;  with  one  exception,  Mr.  Hadley.  It  was 
harder  from  April  to  September  of  1918 ;  it  was  hard  to  procure  the 
services  of  experienced  men,  such  as  foremen,  but  not  for  mechanics 
and  common  labor. 

Mr.  Hadley.  You  had  ample  common  labor  all  the  time  ? 

Mr.  Sloan.  Yes. 

Mr.  Hadley.  Did  you  have  sufficient  skilled  mechanics  to  enable 
you  to  continue  with  the  work? 

Mr.  Sloan.  We  had  just  the  same  class  of  skilled  mechanics  that 
other  yards  were  able  to  procure ;  in  fact,  we  had  a  waiting  lifet. 

Mr.' Hadley.  Now,  with  respect  to  capital;  up  to  the  time  that  Mr. 
Arnold  came  in  December,  when  the  Sloan  yard  was  enlarged,  did 
you  have  sufficient  funds  for  current  use  to  continue  the  operations 
of  the  yard  as  planned? 

Mr.  Six)AN.  That  was  preceding. 
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Mr.  Haduet.  Preceding  Mr.  Aniold*s  ooming  in  there! 

Mr.  SiOAX.  Yes,  sir. 

Mr.  Haolkt.  I  was  taking  it  in  secd<Nis. 

Mr.  Sdoak.  No;  we  had  dUficnlty  in  financing. 

Mr.  Haduet.  After  Mr.  Arnold  came,  had  satai  arrangements  been 
made  that,  as  inr  as  the  financing  was  omoemed,  the  work  oonld 
pr€>^resB  withoat  interraption! 

Air.  Sloax.  WelL  I  understood  so:  yes. 

Mr.  Hadlet.  Was  that  true  during  the  period  frcxn  April  to 
Sejitember.  when  you  were  in  chari^ef  Were  there  ample  funds 
avaiUble  through  the  Fleet  Corporation  channel,  for  the  prosecution 
of  the  work  ? 

Mr.  SiXiAX.  Yes:  the  Anacortes  Shipbuilding  Co.,  very  few  bills 
direct.  The  l>ill  were  paid  from  the  office  of  the  Sloan  Shipyards 
Corporation. 

Mr.  Hadlet.  The  point  I  am  interrogating  you  about  is :  Do  yon 
know  whether  or  not  the  delays  in  anvwise  were  due  to  want  of 
money  for  the  prosecution  of  the  work? 

ilr.  Sijoak.  N^ot  as  I  understand  it. 

Mr.  Hadlet.  That  was  your  understanding  at  all  times,  or  from 
the  time  Mr.  Arnold  took  charge  for  the  Fleet  Corporation  in 
Deceml>er.  1917,  that  there  was  plenty  of  money  available  for  the 
payment  of  all  necessary  bills? 

Sir.  Six)AN.  Yes,  sir. 

Mr.  Hadlet.  WTiich  were  legitimately  incurred? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadlet.  Then,  the  delays  at  the  Anacortes  yard  seemed  to 
boil  down,  as  far  as  the  elements  that  contributed  to  delay  were 
concerned,  simply  to  the  matter  of  the  securing  materials,  such  as 
lumber,  etc.;  is  that  correct?     Was  that  the  only 

Mr.  SiiOAN.  Well,  of  course,  that  is  not  the  only  reason.  TTiat  is 
the  greatest  reason. 

Mr.  Hadlet.  Yes:  and  then  the  other  inference  on  account  of 
failure  to  cooperate  the  yard? 

Mr.  Sloan.  Yes. 

Mr.  Hadlet.  You  have  mentioned  those  poilits? 

Mr.  -Sloan.  Yes. 

Mr.  Hadijgt.  You  spoke  of  the  diyersion  of  material  from  the 
plant  at  Anacortes  to  Olympia;  that  is,  you  indicated  that  it  was 
represented  to  you  that  the  reason  the  material  was  not  available 
was  because  of  its  being  diyerted  to  the  Olympia  plant? 

Mr.  Sloan.  Yes. 

Mr.  Hadlet.  Did  you  ascertain  as  a  fact  whether  that  was  true? 

Mr.  Srx)AN.  Well,  of  course,  it  had  every  appearance  of  being 
true.  I  asked  Mr.  Arnold  where  the  material  was,  and  where  it 
was  coming  from;  and  he  said  they  are  sending  everything  to  the 
Olympia  plant,  practically.  And  he  said:  "We  are  gettmg  just 
little  drabs  after  Olympia  has  been  well  taken  care  of 

Mr.  Hadlet.  Did  you  ever  follow  the  matter  up  to  ascertain 
whether  at  Olympia  the  materials  were  being  supplied,  so  that  the 
work  progressed  there? 

Mr.  Sloan.  I  did.  I  visited  Olympia  about  that  time,  or  shortlr 
nftor  my  convei-sation  with  Mr.  Arnold,  and  found  in  the  Olympia 
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yard  millions  of  feet  of  this  lumber  piled  up  in  advance  of  their 
trying  to  use  the  lumber  on  ships  being  constructed  in  the  Olympia 
yard,  while  we  were  Waiting  and  Mr.  Arnold  had  been  waiting  in 
Anacortes. 

Mr.  Hadley.  Did  you  find  that  materials  which  were  provided 
for  vour  yard,  down  to  the  Olympia  yard? 

Mr.  Sloan.  Of  course,  I  could  not  segregate  the  material  in  the 
Olvmpia  yard. 

Mr.  Hadley.  But  there  appeared  to  be  a  substantial  surplus? 

Mr.  Sloan.  Oh,  yes. 

Mr.  Hadley.  You  stated  in  the  earlier  part  of  your  examination 
that  you  did  not  recognize  the  rights  of  the  Fleet  Corporation  to  step 
in  at  the  Anacortes  vard  at  the  time  thev  did  in  December,  1917,  and 
expressly  so  stated,  I  believe,  at  the  time;  but  that  you  also  stated 
that  if  they  thought  they  could  sj>eed  up  the  work  by  taking  charge, 
then  you  would  not  interfere,  or  words  to  that  effect.  Is  that 
correct?  • 

Mr.  Sloan.  That  is  correct,  Mr.  Hadley ;  that  I  was  not  goin^  to 
place  myself  in  a  position  of  interfering  with  what  the  Shipping 
JBoard  Emergency  Fleet  Corporation  thought  was  the  best  manner 
in  which  to  speed  up  the  prodiiction  of  ships. 

Mr.  Hadley.  Then  followed  a  period  from  December  12,  or  there- 
abouts, imtil  sometime  in  April,  when  you  were  at  least  technically 
not  in  charge,  and  I  understand  actually  not  in  charge  in  any  capac- 
ity? I  ask  you  if  during  that  period  you  did  interfere  in  any  way 
with  the  work  or  jurisdiction  of  the  Fleet  Corporation? 

Mr.  Sloan.  No,  sir.   . 

Mr.  Hadley.  And  so  far  as  you  know,  they  remained  in  actual 
and  active  control  throughout  that  period  ? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  Did  any  one  else,  as  far  as  you  know,  interfere  in 
any  way;  did  you  ever  authorize  anyone? 

Mr.  Sloan.  No. 

Mr.  Hadley.  Becommending  him  to  interfere  with  their  activities} 

Mr.  Sloan.  No  ;  none  at  all. 

Mr.  Hadley.  During  the  five  months  from  April  to  September 
when  you  remained,  did  you  throughout  that  period  act  in  the 
capacity  of  the  representative  of  the  Fleet  Corporation,  or  of  the 
yard,  as  you  understood  it  ? 

Mr.  Sloan.  As  a  representative  of  the  Shipping  Board  Emergency 
Fleet  Corporation. 

Mr.  Hadijby.  What  the  legal  status  of  the  matter  may  have  been, 
whether  that  is  a  matter  subject  to  controversy  or  not,  so  far  as 
ships  construction  was  concerned,  for  all  practical  purposes,  I  imder- 
stand  that  the  Fleet  Corporation  was  prosecuting  the  construction  of 
the  ships  and  the  expenditure  of  the  money  both,  through  you  as  the 
gencraf  manager  and  the  other  subsidiary  representatiA^es  ? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  And  did  any  representative  of  the  Anacortes  Ship- 
building Co.,  during  that  five  months,  from  April  to  September, 
5918,  interfere  in  any  way  with  the  prosecution  of  the  work  of  the 
Fleet  Corporation  ? 

Mr.  Sloan.  No,  sir. 


376  SHIPPING  BOARD  OPERATIONS. 

Mr.  Hadley.  While  you  were  its  manager? 

Mr.  Sloan.  No. 

Mr.  Hadley.  So  far  as. the  ability  to  transact  the  business  of  the 
Fleet  Corporation  there  was  concerned,  the  yard  was  open,  the  labor 
was  there,  the  material  was  available,  and  the  finances  were  at  hand, 
the  management  was  there,  all  the  conditions  were  there  to  build 
ships  and  nobody  interfering  ? 

Mr.  Sloan.  Yes. 

Mr.  Hadley.  During  that  period  of  five  months,  did  other  ship- 
yards in  that  vicinity  secure  results  in  building  ships  ? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  Were  their  conditions  more  or  less  favorable  than 
that  in  your  yard,  the  Anacortes  yard,  except  in  the  matters  in 
which  you  have  spoken;  that  is,  about  materials  and  the  conditions 
between  the  representatives  ? 

Mr.  Sloan.  No  ;  they  were  not  any  more  favorable  in  my  opinion. 

Mr.  Hadley.  In  your  judgment,  in  the  Anacortes  yard,  during  all 
of  the  period  from  December,  1917,  to  the  time  you  left  in  September, 
1918,  the  conditions  were  such  that  progress  and  successful  results 
could  have  been  as  readily  secured  under  proper  management  and 
control  as  at  any  of  the  yards  in  the  vicinity  ? 

Mr.  Sloan,  l^es,  sir. 

Mr.  Hadley.  Well,  it  is  a  fact,  is  it  not,  that  no  such  results  were 
secured  there  as  at  a  number  of  other  yards? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadx^y.  All  the  questions  last  submitted  as  to  conditions  and 
results,  apply  equally  from  September,  1918,  on  until  shipbuilding 
ceased  ? 
-    Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  Were  you  called  upon  during  the  period  when  you 
were  out,  between  December,  1917,  and  April,  1918,  to  render  any 
services  for  the  Fleet  Corporation,  as  representing  the  Anacortes 
Shipbuilding  Co.? 

Mr.  Sloan.  No,  sif ;  none  at  all. 

Mr.  Hadley.  Was  the  question  ever  raised  either  during  that  time 
or  during  the  subsequent  five-months  period  that  the  Anacortes 
Shipbuilding  Co.  was  not  discharging  its  fimction  in  relation  to  the 
work  at  the  yard  ? 

Mr.  Sloan.  No. 

Mr.  Hadley.  No  question  was  raised  ? 

Mr.  Sloan.  No  question.  • 

Mr.  Hadley.  That  they  should  be  cooperating  in  some  capacity, 
which  was  not  done? 

Mr.  Sloan.  No. 

Mr.  Hadley.  You  stated  in  one  part  of  your  examination  that  you 
went  to  Olympia,  I  believe,  and  subsequently  had  a  conversation  with 
Mr.  Pigott,  or  else  had  it  before  you  went  to  Olympia,  at  all  events, 
as  to  conditions  at  Olympia.  Do  you  recall  that  part  of  your  exami- 
nation ? 

Mr.  Sloan.  Yes. 

Mr.  Hadley.  You  did  not  state  what  the  conditions  were  that  you 
found  at  that  shipyard,  and  I  think  it  would  be  interesting  to  the 
committee,  and  profitable  for  it,  to  know,  now  that  you  are  on  the 
stand,  what  the  situation  was  at  that  time  in  the  Olympia  yard. 
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Mr.  Six)AN.  I  found  the  yard  there  disorganized.  If  I  remember 
correctly,  there  were  between  1,000  and  1,200  men  employed.  I 
spent  two  days  there  going  through  the  shops  and  vessels  in  various 
stages  of  completion,  tallang  with  men  whom  I  knew  and  various 
foremen,  and  there  seemed  to  be  a  jealousy  among  the  various  heads 
of  the  departments  in  the  yard,  and  they  were  working  at  cross  pur- 
poses. The  foremen  on  the  various  ships  would,  tell  me,  "  Well,  we 
can  not  get  material  and  supplies  fast  enough."  I  found  men  sitting 
down  in  the  shops,  doing  nothing.  I  found  them  working  on  the 
ships,  some  men  working  and  some  men  sitting  around.  I  asked  the 
men  what  the  reason  was  they  were  not  all  at  work,  and  they  said 
they  had  no  work  laid  out  for  them.  To  sum  the  whole  thing  up,  I 
figured  and  reported  to  Mr.  Pigott  that  there  were  only  dbout  three 
men  out  of  five  employed.  The  others  were  killing  time,  idling  it 
away,  and  .killing  time  for  the  reason  they  told  me  that  they  did  not 
have  work  laid  out  for  them  or  did  not  have  the  material  to  do  the 
work  with. 

Mr.  Hadlet.  When  was  that,  approximately? 

Mr.  Sloan.  Well,  I  think  that  was  July  of  1918. 

Mr.  Hadley.  Were  there  any  ships  on  the  ways  then  ? 

Mr.  Sloan.  There  were  eight  as  I  remember  it. 

Mr.  Hadley.  What  was  the  stage  of  their  completion,  as  you  re- 
caU  it? 

Mr.  Sloan.  There  were  eight  ships  in  various  stages  of  completion 
on  the  ways  and  several  in  the  water  launched  and  ready  for  the 
installation  of  machinery.  •  The  first  ship,  or  39,  I  think  it  was,  for 
the  Emergency  Fleet  Corporation,  had  been  launched  on  the  4th  day  of 
July.  That  was  just  a  few  weeks  to  my  going  over  there  The  others 
were  in  various  stages  of  completion;  one  or  two  pretty  well  ad- 
vanced— advanced  far  enough  to  be  within  a  month  or  six  weeks  or 
two  months  of  launching. 

Mr.  HADLEr.  When  was  the  first  keel  laid  at  the  Olympia  yard, 
if  yon  know  ? 

Mr.  Sloan.  In  May  of  1917. 

Mr.  Hadley.  Was  this  No.  39,  launched  on  Ji^ly  4,  1918,  the  first 
ship  that  was  launched  ? 

Mr.  Si/)AN.  The  first  for  the  Emergency  Fleet  Corporation. 

Mr.  Hadley.  The  first  for  the  Emergency  Fleet  Corporation? 

Mr.  Si-OAN.  There  had  been  other  ships  launched  previous  to 
that — ships  for  the  Australian  GoA^emment. 

Mr.  Hadley.  When  you  said  that  the  fii*st  keel  w^as  laid  in  May, 
1918,  you  meant  the  first  keel  for  the  Fleet  Corporation  ? 

Mr.  Sloan.  I  meant  the  first  keel  for  the  Fleet  Corporation;  yes, 
sir. 

Mr.  Hadley.  That  was  what  I  inquired  about ;  and  the  first  launch- 
ing was  on  July  4,  some  14  months  later? 

Mr.  Sloan.   Yes,  sir. 

Mr.  Hadley.  Speaking  generally,  though,  you  have  stated,  I  be- 
lieve, that  you  are  not  familiar  with  the  history  of  the  yard  at 
Olympia  from  the  time  you  represented  it,  or  assisted  to  some  extent 
in  that  work? 

Mr.  Sloan.  Only  so  far  as  I  have  stated  to  this  committee. 

Mr.  HADLEr.  Yes. 
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Mr.  Sloan.  At  different  times,  due  to  mv  few  interests  there. 

Mr.  Hadi^y.  So  it  would  not  be  profitaole  to  inquire  of  you  fur- 
ther in  regard  to  your  knowledge  ot  the  history  and  development  of 
the  work  at  that  yard  ? 

Mr.  Sloan.  That  is  right. 

Mr.  Hadley.  Because  you  have  already  covered  the  ground? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Hadley.  Well,  I  will  ask  you,  then,  who  can  give  the  com- 
mittee information  upon  those  lines  in  adtoion  to  what  you  have 
given,  if  you  know,  outside  of  a  fleet-corporation  officer? 

Mr.  Sloan.  I  should  say  that  Capt.  L.  O.  Waldo,  who  was  acting 
manager  from  February  or  March,  I  should  say,  of  1918,  until  Sep- 
tember of  1918,  and  his  successor,  Mr.  J.  D.  Kuhns,  who  has  been 
business  manager  of  the  Sloan  Shipyards  Corporation  plant  at 
Olympia,  and  later  on  also  of  the  Anacortes  Shipbuilding  Co. 

Mr.  Hadley.  Your  brother,  Mr.  Philip  D.  Sloan,  is  at  present  in 
the  East,  I  understand  ? 

Mr.  Six)AN.  Yes,  sir. 

Mr.  Hadley.  That  is  all,  Mr.  Chairman. 

Mr.  Foster.  What  is  your  brother's  name? 

Mr.  Sloan.  Philip  D.  Sloan. 

Mr.  Foster.  He  is  now  in  the  East? 

Mr.  Sloan.  Yes,  sir. 

Mr.  Foster.  What  was  his  salary  with  the  Fleet  Corporation  ? 

Mr.  Sloan.  Ten  thousand  dollars  a  year. 

Mr.  Foster.  Do  you  have  any  understanding  about  an  an-ange- 
ment  according  to  the  terms  of  which  he  was  denied  admission  to 
the  plant,  except  on  certain  days? 

Mr.  Sloan.  I  not  only  was  told  that  that  was  true  by  himself 
but  I  think  I  saw  a  letter  or  something  in  reference  to  that. " 

Mr.  Foster.  What  was  the  substance  of  that? 

Mr.  SiiOAN.  Well,  I  could  not  say. 

Mr.  Foster.  Well,  was  it  to  this  effect,  that  while  he  was  on  the 
pay  roll  at  the  salary  of  $10,000  he  was  denied  admission  to  his  plant, 
except  on  Sundays? 

Mr.  Sloan.  Yes:  that  is  true. 

Mr.  'Foster.  At  times  when  the  plant  was  not  operated  ? 

Mr.  Six)AN.  That  is  true. 

Mr.  Foster.  And  at  the  same  time  he  was  receiving  his  $10,000 
salary  ? 

Mr.  Sloan.  That  is  true. 

Mr.  Foster.  What  was  his  position? 

Mr.  SiiOAN.  President  of  the  Sloan  Shipyards  Corporation. 

Mr.  Foster.  That  was  all  I  wanted  to  ask. 

The  Chairman.  Mr.  Sloan,  do  you  remember  the  date  of  the  con- 
tract you  took  with  the  Sloan  Shipyards  Corporation  for  the  con- 
struction of  six  ships  at  the  Anacortes  yard  ? 

Mr.  Sloan.  No;  I  do  not  remember  the  dates,  Mr.  Walsh,  but  I 
have  it  as  a  record  in  the  office,  and  I  can  deliver  it  to  this  conmiittee. 

The  Chairman.  Will  you  do  that,  please  ? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Is  it  a  verv  voluminous  contract? 
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Mr.  Sloan.  Yes ;  it  is  practically  a  duplicate  of  the  contract  entered 
into  between  the  Emergency  Fleet  Corporation  and  the  Sloan  Ship- 
yards Corporation. 

The  Chairman.  We  would  like  to  have  a  copy  of  that  contract, 
if  you  can  get  it. 

Mr.  Sloan.  I  think  I  can  supply  you  with  a  copy. 

The  Chairaian.  I  wish  you  would.  Do  you  know  the  date  when 
the  advance  was  made  to  the  Sloan  Shipyards  Corporation  of  some 
^70,000? 

Mr.  Si^>ax.  Xo  ;  T  do  not ;  but  that  I  can  give  you. 

The  Chairman.  Can  you  give  us  the  date  of  that? 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Well,  if  you  would  do  that,  please,  we  would  ap- 
preciate it. 

Mr.  Sloan.  Yes,  sir. 

The  Chairman.  Are  there  any  further  questions?  I  guess  that 
is  all,  Mr.  Sloan. 

Mr.  Kuhns,  the  committee  desires  to  ask  you  some  questions  with 
reference  to  the  Sloan  Shipyards  Corporation.  Will  you  be  sworn, 
please? 

TESTmOHY  OF  MB.  JESSE  D.  KUHNS,  HAKAOEB  SLOAN  SHIP- 

YAEDS  COBPOEATION,  OLTHFIA,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Give  your  full  name  to  the  stenographer,  please. 

Mr.  Kuhns.  Jesse  D.  Kuhns. 

The  Chairman.  And  what  is  your  residence? 
*  Mr.  Kuhns.  I  am  at  Olympia  at  present. 

The  Chahoian.  You  are  manager  of  the  Sloan  Shipyards  Cor- 
poration, are  you? 

Mr.  Kuhns.  My  title  is  business  manager. 

The  Chairman!  Of  the  Sloan  Shipyards  Corporation  ? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  Having  jurisdiction  over  the  yard  at  Olympia; 
also  over  the  yard  at  Anacortes? 

Mr.  Kuhns.  Since  the  1st  of  April  both  yards ;  yes,  sir. 

The  Chairman.  How  long  have  you  been  attached  to  the  Sloan 
Shipyards  Corporation? 

Mr.  Kuhns.  To  the  Sloan  Shipyards  Corporation  since  the  23d  of 
September  last  year.  I  was  with  the  Anacortes  yard  a  short  while 
before  that. 

The  Chair:man.  How  long  before  that  were  you  with  the  Ana- 
cortes vard?    ' 

Mr.  Kuhns.  I  went  into  the  Anacortes  yard  on  June  11  of  last 
year. 

The  Chairman.  1918  ? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  jTou  were  there  while  Mr.  Joseph  A.  Sloan  was 
in  charge  of  that  yard  ? 

Mr.  &UHN8.  Yes,  sir. 

The  Chairman.  What  was  your  position  there? 
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Mr.  KuHNs.  I  was  in  charge  of  the  joiner  work  and  of  the  draft- 
ing room. 

The  Chairman.  Wiiat  was  your  occupation  prior  to  becoming- 
attached  to  the  Sloan  shipyards  and  the  Anacortes  yard? 

Mr.  KuHNs.  The  last  six  years  I  was  vice  president  in  cha^  of 
the  sales  and  operations  of  a  sash  and  door  company  at  La  Porte, 
Ind.  For  10  or  11  years  prior  to  that  I  was  with  a  retail  lumber 
concern  in  South  Bend,  Ind. 

The  Chairman.  Who  employed  you  in  the  drafting  room,  at 
Anacortes  ? 

Mr.  KuHNs.  Mr.  Joseph  Sloan. 

The  Chairman.  How  long  had  you  been  there  .in  that  capacity? 

Mr.  KuHNS.  Well,  I  went  there  on  June  11,  and  I  began  to  work 
in  the  drafting  room  almost  immediately,  getting  up  details  on 
joiner  work. 

The  Chairman.  Had  you  known  Mr.  Sloan  prior  to  that? 

Mr.  Kuhns.  No,  sir. 

The  Chairman.  Now,  how  many  ships  have  been  delivered  by 
the  Sloan  Shipyards  Corporation  at  Olympia  since  you  have  been 
business  manager  to  the  Fleet  Corporation? 

Mr.  Kuhns.  Since  I  went  there  on  September  23  we  delivered 
two  motor  ships  to  the  Australian  Government,  or  to  Mr.  A.  M. 
Calkins.  '  Five  steamers  have  been  brought  to  Seattle ;  three  of  them 
have  been  accepted,  two  are  still  in  dry  dock,  and  one  steamer  is 
ready  to  be  taken  away  next  week.  We  have  delivered  two  uncom- 
pleted hulls  and  one  barge  for  each  yard. 

The  Chairman.  Now,  the  five  steamers  that  were  delivered  had 
the  machinery  installed  in  them  and  completed  under  the  contract? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  And  delivered  to  the  Fleet  Corporation? 

Mr.  Kuhks.  Yes,  sir.    One  of  those  hulls  was  built  in  Anacortes- 

The  Chairman.  Has  there  been  any  delay  or  difficulty  in  effi- 
ciently prosecuting  the  work  at  Olympia  since  you  have  lieen  busi- 
ness manager? 

Mr.  Kuhns.  Well,  in  what  respect  do  you  mean,  Mr.  Walsh? 

The  Chairman.  In  any  respect. 

Mr.  Kuhns.  We  had  some  difficulty  about  getting  material ;  noth- 
ing large,  however.  We  found  soon  after  I  got  there  we  were  held 
up  in  our  installation  work  because  of  a  few  fittings  we  could  not 
get.  We  had  the  major  portion  of  the  fittings  of  the  machinery, 
but  there  were  a  few  small  fittings  that  we  could  not  get,  and  could 
not  finish  without  them.  The  Crane  Co.,  which  w^as  to  furnish  them, 
made  the  statement  that  these  fittings  were  being  allocated  by  the 
Shipping  Board  wherever  they  were  needed  the  worst.  We  had 
some  delay  in  getting  those  fittings. 

The  Chairman.  You  have  made  statements  with  reference  to  the 
Sloan  shipyards  matter  to  Mr.  Dowsey — Frederick  A.  Dowsey? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  And  Mr.  Manson? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  Did  Mr.  Manson  submit  a  written  report  to  you 
for  your  signature  which  you  said  you  did  not  care  to  sign? 

Mr.  Kuhns.  Yes,  sir. 
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The  Chairman.  Did  you  read  that  ? 

Mr.  KuHNs.  Yes,  sir. 

The  Chairman.  What  was  the  reason  for  not  caring  to  sign  it? 

Mr.  KuHNs.  There  were  a  few  statements  in  it  that  did  not  convey 
the  meaning  that  I  intended  for  them  to  convey.  In  fact,  there  were 
one  or  two  that  were  not  written  as  I  said  them. 

The  Chairman.  Has  Mr.  Philip  Sloan  been  at  the  yard  since  you 
have  been  in  charge  there,  or  exercised  any  supervision  or  acted  in 
any  executive  capacity  ? 

Mr.  Ki' HNS.  Xo,  sir. 

The  Chairman.  He  has  not? 

Mr.  KinNs.  He  has  l)een  to  the  yard  perhaps  two  or  three  times 
since  I  have  been  tliere — just  hurriedly — but  he  had  not  given  any 
directions  or  anything  of  that  sort. 

The  Chairman.  Who  placed  you  in  charge  of  the  yard  at  Olym- 
pia  ? 

Mr.  KiTHNs.  Mr.  Pigott,  the  district  supervisor  of  the  wood-ship 
construction. 

The  Chairman.  And  he  fixed  your  salary  at  what  it  should  be? 

Mr.  KuHNs.  Yes,  sir. 

The  Chairman.  And  told  you  What  your  authority  was? 

Mr.  KuHNs.  Yes.  sir. 

The  Chairman.  Did  you  receive  an  appointment  in  writing? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  You  do  not  happen  to  have  a  copy  of  that  with 
you,  I  assume  ? 

Mr.  Kuhns.  No,  sir. 

The  Chairman.  Was  there  any  understanding  or  agreement  with 
you  that  you  were  not  a  representative  of  the  Fleet  Corporation,  but 
simply  a  representative  of  the  Sloan  Corporation  ? 

Mr.  Kuhns.  There  was  nothing  said  in  regard  to  that  in  the  com- 
mission that  I  received. 

The  Chairman.  Did  you  have  a  private  understanding  with  them 
that  you  were  not  the  representative  of  the  Fleet  Corporation? 

Mr.  Kuhns.  Xo,  sir. 

The  Chairman.  Did  Mr.  Sloan  at  any  time  in  conversation  with 
you  or  in  conversation  with  anyone  else  in  your  presence  criticize 
Capt.  Blain  or  blame  him  for 'the  conditions  at  the  Olympia  yard? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  When  was  that,  Mr.  Kuhns? 

Mr.  Kuhns.  I  could  hardly  give  the  date.     I  think  he  gave  ex- 
pression to  an-  opinion  of  that  kind  several  times.    He  appeared  to. 
blame  Capt.  Blain  for  the  trouble  that  the  yard  was  in. 

The  Chairman.  While  you  have  been  in  charge  has  anybody  con- 
ferred with  you  on  behalf  of  the  district  office  with  reference  to 
taking  over  tne  work  there  and  transferring  it  to  the  Grays  Harbor 
Motorship  Corporation? 

Mr.  Kuhns.  No,  sir. 

The  Chairman.  Have  you  been  supi)orted  by  the  district  office  in 
your  attempts  to  hasten  delivery  of  materials  and  speed  up  the  work 
there  at  any  times  since  you  took  charge  as  business  manager? 

Mr.  Kuhns.  T  would  say  that  I  have  been  under  restrictions  that 
^ere  laid  about  the  management  in  the  beginning.     There  were  a 
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number  of  restrictions  right  from  the  start  that  always  operatei? 
against  me.  However,  I  have  no  recollection  of  any  outright  refusal 
to  cooperate. 

The  Chairman.  What  was  the  nature  of  those  restrictions? 

Mr.  KuHNs.  Well,  there  were  two  other  men  in  the  yard  appointed 
by  the  district  office  who  had  equal  authority  in  many  ways.  In  the 
matter  of  disbursement  of  funds  and  paying  the  wage  scale,  I  was 
helpless  without  the  sanction  of  the  district  oflSce,  and  the  man  in 
charge  of  construction  had  carried  that  himself.  He  was  appointed 
on  the  same  day,  and  I  was  told  that  he  was  to  see  that  the  ships  wer& 
built  and  to  let  no  one  interfere,  that  I  was  to  attend  to  the  business 
end  of  it,  and  he  was  to  do  the  other  work,  and  at  times  that  operated 
as  a  hindrance. 

The  Chairman.  Was  that  Mr.  Heath? 

Mr.  KuHNs.  Yes,  sir. 

The  Chairman.  He  was  in  charge  of  construction  ? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  Now,  assijming  that  there  was  delay  in  the  deliv« 
ery  of  material,  did  Mr.  Heath  have  full  authority  to  arrange  to 
speed  up  that  delay  or  did  that  have  to  come  through  you  ? 

Mr.  KuHNS.  That  was  supposed  to  have  come  through  me. 

The  Chairman.  And  do  you  think  that  if  you  had  sole  charge  over 
matters  like  that,  and  the  construction  work  .was  subordinate  to 
your  jurisdiction,  that  the  work  there  would  have  progressed  more 
rapidly  ? 

Mr.  KuHNS.  Well,  I  think  I  could  have  brought  the  work  together 
and  kept  it  together  in  a  little  better  shape  if  there  had  been  one 
with  absolute  authority.  However,  we  never  were  hindered  a  great 
deal  Mr.  Heath  was  a  conscientious  and  a  capable  man,  and  it  was 
only  in  matters  of  difference  of  opinion  as  to  the  best  business  policy 
that  we  ever  had  any  difficulty  at  all.  I  sometimes  thought  thai 
things  might  be  operated  a  little  more  economically,  and  I  was  able 
to  enect  a  change  in  that  yard  after  the  1st  of  April,  when  I  was 
given  charge  of  both  properties.  A  letter  was  written  from  the  dis- 
trict office  to  Mr.  Heath  that  I  was,  from  that  time  on,  to  be  held 
responsible,  and  at  that  time  we  were  able  to  make  a  change  in  the 
yard,  which  I  had  not  been  able  to  effect  before.  The  department 
loreman  I  thought  was  not  the  right  kind  of  a  man  to  have.  He  was 
getting  a  high  wage,  and  had  a  number  of  relatives  on  his  pay  roll, 
and  I  had  been  trying  to  get  him  out  of  the  yard  for  some  three 
months,  perhaps.    I  got  rid  of  him. 

The  Chairman.  Mr.  Kuhns,  now  since  your  comiection  with  the 
shipyards  of  the  Sloan  Corporation,  either  at  Olympia  or  at  Ana- 
cortes,  what,  in  your  judgment,  is  the  reason  these  yards  have  not 
been  able  to  turn  out  completed  ships  in  a  reasonable  length  of  time? 
What  was  the  difficulty  with  those  two  plants  ?  What  was  the  reason 
they  have  not  gotten  the  ships  out,  they  being  the  first  two  to  receive 
a  contract  for  wood  ships  in  this  vicinity  ? 

Mr.  Kuhns.  I  could  not  say  up  to  the  23d  of  last  September.  What- 
ever I  would  say  would  be  a  matter  of  hearsay,  and  perhaps  some- 
thing in  the  records,  but  from  the  23d  of  September  on  I  think  I 
have  answered  that  question  as  well  as  I  can  in  what  is  known  as  the 
Dowsey  report. 
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The  Chairman.  Can  you  just  summarize  briefly  what,  in  your 
judgment,  has  been  the  difficulty? 

Mr.  KuHNs.  On  the  23d  of  September,  when  Mr.  Heath  and  I  went 
there,  we  foxmd  No.  39  in  the  water  since  the  4th  of  July.  No.  40 
was  launched  three  days  before  we  got  there,  and  neither  one  had 
any  more  oakum  than  was  necessary  to  float  them.  One  of  them 
went  in  without  a  propeller.  This  work  had  all  been  done  in  the 
water,  and  neither  one  of  those  hulls  had  any  housework  to'  speak  of. 
The  housework  was — I  don't  think  there  was  any  above  the  bridge 
deck.  This  work  had  to  be  finished  in  the  water,  and  there  were 
gi'eat  disadvantages,  and  a  lot  of  it  had  to  be  done  after  Mr.  Heath 
and  I  got  there.  I  remember  his  having  caulkers  han^ng  overboard 
for  several  weeks,  caulking  the  top  side  and  decks.  Then,  after  we 
got  rid  of  the  last  two  motor  ships,  which  was  done  after  I  went 
there,  when  we  turned  our  attention  to  No.  39,  which  was  already 
partially  installed  on  the  23d  of  September — some  work  had  already 
been  done  there  early  in  September — we  found  there  were  some  few 
fittings  that  we  could  not  get.  The  bulk  of  the  material  was  there, 
but  a  few  of  the  fittings  were  held  up  and  kept  them  from  completing 
the  job.  Then,  we  found  these  fittings  were  being  diverted  to  other 
>ards.  That  statement  was  made  to  us  by  Crane  Co.,  and  by  the  time, 
or  even  before,  we  secured  these  fittings  changes  began  to  come  in. 
The  first  change,  I  think,  was  in  the  steering  gear,  and  then  there 
were  changes  innumerable,  that  are  mentioned  m  this  report.  The 
rigging  and  the  matter  of  the  rudder  was  up  in  the  air  lor  a  good 
many  months,  and  while  we  expected  to  deliver  No.  39  and  No.  40  in 
December  or  November,  we  did  not  get  No.  39  away  from  the  yard 
until  May  and  No.  40  until  July. 

The  Chairman.  Crane. Co.'s  statement  to  you  was  that  these  ma- 
terials were  beinc  distributed  to  other  yards? 
Mr.  KuHNS.  Yes,  sir. 
The  Chairman.  By  whom? 
Mr.  KuHNS.  By  the  Shipping  Board. 
The  Chairman.  By  the  district  office? 

Mr.  KuHNS.  Well,  they  only  made  the  statement,  the  Shipping 
Board. 

The  Chairman.  After  you  went  there,  when  you  lacked  material 
and  when  you  had  difficulty  in  securing  deliveries,  did  you  bring  it  to 
the  attention  of  the  district  office  here  m  Seattle? 
Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  So  that  there  were  never  any  delays  or  difficulties 
about  material,  or  the  delivery  of  it,  but  what  you  reported  to  the 
district  office  here  in  Seattle,  and  they  knew  the  condition  at  all  times 
in  that  regard? 

Mr.  KuHNS.  Well,  I  can  not  say  that  I  made  a  report  of  all  those 
things  to  the  district  office,  except  to  the  department  that  was  look- 
ing after  that  part  of  it.  The  district  manager  probably  did  not 
blow  all  about  these  things. 

The  Chairman.  Well,  the  man  in  charge  of  wood  construction 
had  his  headquarters  here.  To  some  official  of  the  district  office 
you  would  report  it,  would  you  not? 

Mr.  Kuhns.  Oh^  yes ;  we  made  reports  to  the  assistant  in  charge 
of  wood  construction  at  times.    Perhaps  not  always;  but  we  had 


384  SHIPPING  BOARD  OPERATIONS. 

some  communication  with,  I  think,  it  was  called  the  production 
division. 

The  Chairman.  Fir  production? 

Mr.  KuHNS.  Xof  not  with  the  fir  production;  but  it  was  Mr.  Kerr, 
I  think,  in  charge  of  that,  who  allocated  some  of  this  product. 

The.CHAiRMAx.  You  were  held  up  about  chan^ng  the  wood  rudder 
to  a  composition  rudder,  a  steel  rudder,  or  something? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  Has  that  ever  been  settled? 

Mr.  KuHNS.  Oh,  yes;  we  have  the  approved  rudder  installed  in 
all  our  ships. 

The  Chairman.  What  kind  of  rudder  did  you  eventually  install? 

Mr.  KuHNS.  Composite. 

The  Chairman.  Composite? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  Composed  of  what? 

Mr.  KuHNS.  Steel  stock,  cast  head,  and  wood  plate. 

The  Chairman.  Wood  plate? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  And  was  that  different  than  originally  called  for 
by  the  specifications? 

Mr.  KuHNs.  The  original  specifications  called  for  a  rudder  made 
entirely  of  wood. 

The  Chairman.  But  there  had  been  some  months'  delay  on  that, 
had  there  ? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  Before  it  was  finally  decided  what  kind  of  a  rud 
der  to  install  ? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  Do  you  know  anything  about  the  financial  ar- 
rangement of  the  Sloan  Shipyards  Corporation  with  the  Emergency 
Fleet  Corporation? 

Mr.  KuHNS.  Only  as  I  have  read  it  in  the  contract  of  May  1,1918. 

The  Chairman.  Was  that  the  contract  that  provided  for  the  con- 
struction of  14  ships? 

Mr.  KtJHNS.  No ;  that  is  the  contract,  I  think,  which  is  known  is 
the  supplemental  contract,  providing  for  the  operation  of  the  yard 
without  Mr.  Sloan — with  Mr.  Sloan  out. 

The  Chairman.  Is  there  a  clause  in  there  relative  to  when  he 
should  visit  the  yard? 

Mr.  KuHNs.  If  I  remember,  there  was  a  clause  in  there  stating 
that  he  should  perform  such  duties  as  he  was  called  upon  to*  per- 
form. That  is  my  recollection,  but  I  am  not  sure  that  they  are  just 
the  words. 

The  Chairman.  Is  his  salary  fixed  in  that  supplementary  con- 
tract? 

Mr.  Kuhns.  I  think  it  is. 

The  Chairman.  Do  you  remember  how  much? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  How  much? 

Mr.  Kuhns.  $10,000  per  year. 

The  Chairman.  Did  that  supplementary  contract  contain  any  pro- 
vision for  the  construction  of  ships  at  Anacortes? 
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Mr.  KuHNS.  I  think  it  embraces  both  ^^ards.  I  am  myt  sure  of  that. 
I  guess  there  is  another  contract  ooyenng  tiie  Anaoortes  yard,  but 
yenr  much  similar  to  this  one. 

The  Chairman.  But  does  it  state  the  amount  of  money  to  be  ad- 
yanced  and  the  terms  and  conditions  of  the  payment,  tius  contract 
that  you  are  referring  to  now  ? 

Mr.  KuHNS.  I  do  not  think  it  does. 

The  Chaibman.  Do  you  know  Mr.  Arnold,  who  was  in  charge  at 
Anaoortes  for  one  period? 

Mr.  KuHNS.  Yes^ir. 

The  Chairman.  Was  he  there  when  Mr.  Joseph  Sloan  returned  to 
take  charge  of  the  yard? 

Mr.  KuHNs.  I  think  he  was.  He  was  there  when  I  reached  the 
yard.   Mr.  Sloan  and  Mr.  Arnold  when  I  came  there,  were  both  there. 

The  Chairman.  As  I  understand  you,  you  did  not  reach  the  yard 
until  September,  1918,  the  Anaoortes  yard? 

Mr.  Etjhns.  No;  I  went  to  Anaoortes  on  June  11, 1918. 

The  Chairman.  Oh,  June  11  ? 

Mr.  KuHNs.  Yes. 

The  Chairman.  Was  Mr.  Weir,  the  inspector  there  at  that  time  ? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  Did  you  see  any  indications  of  a  controversy  be- 
tween him  and  Mr.  Sloan? 

Mr.  KuHNs.  Yes,  sir. 

The  Chairman.  What  would  they  be  about? 

Mr.  KuHNS.  My  duties  were  such  that  I  was  not  brought  right  into 
contact  with  them  so  I  do  not  always  know  what  thej  were  about, 
but  there  did  not  seem  to  be  any  cooperation  or  cordiality  between 
them. 

The  Chairman.  Do  you  recall  an  instance  when  work  was  stopped 
and  Mr.  Sloan  had  Capt.  Magee  came  down  tt)  look  at  some  work 
which  Mr.  Weir  had  discontinued,  and  Capt.  Magee  approved  the 
work  as  it  was  proceeding,  in  accordance  with  the  views  of  Mr.  Sloan? 

Mr.  KuHNs.  Yes,  sir;  I  remember  something  about  that.  I  re- 
member it  happened. 

The  Chairman.  Did  that  make  conditions  any  more  favorable 
with  r^pect  to  the  relations  between  Mr.  Sloan  and  Mr.  Weir? 

Mr.  KuHNs.  I  do  not  think  it  did. 

The  Chairman.  As  you  observed? 

Mr.  Kuhns.  No. 

The  Chairman.  Did  you  notice  any  disorganization  there  among 
the  men,  with  reference  to  the  appointment  of  anybody,  or  the  re- 
moval of  anybody^  by  Mr.  Joseph  Sloan? 

Mr.  KuHNS.  Yes.  There  was  considerable  commotion  when  Mr. 
Sloan  removed  Mr.  Arnold  as  superintendent. 

The  Chairman.  It  seemed  not  to  meet  with  the  approval  of  the 
men  at  the  yard? 

Mr.  KuHNs.  Yes,  sir;  and  a  petition  was  addressed  to  the  Ship- 
ping Board,  I  think,  but  I  did  not  read  it.  asking  for  the  reinstate- 
ment of  Mr.  Arnold. 

The  Chairman.  Was  that  signed  rather  generally,  do  you  think? 

Mr.  KuHNS-  I  think  it  was.  I  think  it  received,  perhaps — ^now 
this  is  only  hearsay. 
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The  Chairman.  Yes,  sir. 

Mr.  KuHNs.  Perhaps  out  of  500  men,  200  signatures.  By  the 
time  Mr.  Sloan  returned  to  the  yard  and  got  rid  of  the  ringleaders, 
then  they  stopped.    There  was  nothing  more  to  it. 

The  Chairman.  He  got  rid  of  them  by  discharging  the  leaders 
of  the  movement? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  Then,  did  things  progress  smoothly,  as  far  as 
the  help  was  concerned,  after  that? 

Mr.  Kuhns.  I  think  it  did. 

The  Chairman.  As  far  as  you  noticed? 

Mr.  KxTHNS.  I  think  there  was  an  improvement. 

The  Chairman.  Did  Mr.  Manson  amend  the  statement  which  he 
wanted  you  to  sign  and  which  you  declined  to,  because  there  were 
some  misstatements  in  that,  or  incorrect  statements?  Was  that 
amended  so  that  subsequently  you  signed  it? 

Mr.  KuHNS.  No,  sir;  I  returned  it  to  him,  stating  that  I  would 
rather  not  sign  it  at  all,  that  I  would  rather  make  up  a  statement 
T  don't  remember  just  what  I  said,  but  he  has  never  returned  it. 

The  Chairman.  That  was  sent  to  Mr.  C.  E.  Amey,  jr.,  was  it? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  Assistant  counsel  of  the  Fleet  Corporation? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  Did  you  submit  a  statement  of  your  own  to  Mr. 
Dowsey  or  to  Mr.  Manson;  a  Statement  of  your  own? 

Mr.  Kuhns.  Yes,  sir ;  Mr.  Dowsey.  This  statement  that  I  referred 
to,  to  Mr.  Dowsey,  a  copy  was  given  to  Mr.  Sloan  at  the  time.  How- 
ever, Mr.  Manson  did  not  receive  it  at  that  time.  I  did  not  know 
where  it  was  going,  but  I  supposed  it  was  going  to  that  department, 
but  I  understand  it  did  not  at  that  time. 

The  Chairman.  You  know  nothing  of  your  own  knowledge,  I 
assume,  with  ^reference  to  any  controversy  with  an  engine  company, 
located,  I  think,  at  Portland,  for  the  construction  ot  engines,  the 
patterns  of  which  were  to  be  sent  to  the  Capital  City  Iron  Works, 

Mr.  Kuhns.  I  know  nothing  of  my  own  experience;  no,  sir. 

The  Chairman.  Were  any  engines  made  by  that  concern  installed 
in  the  ships  that  were  constructed  over  there — ^the  Premier  Engine 
Co.  ?  ^ 

Mr.  Kuhns.  No^ir. 

The  Chairman.  Where  were  the  engines  secured  that  went  in  those 
hulls? 

Mr.  Kuhns.  Two  came  from  the  McDonald-Duluth  Co.,  at  Du- 
luth,  Minn.,  and  four  from  the  Allis-Chalmers  Co.,  at  Milwaukee, 
and  10  from  the  Puget  Sound  machinery  depot  at  Seattle. 

The  Chairman.  How  much  material  is  over  there  in  that  yard  now, 
Mr.  Kuhns,  in  the  way  of  timber  or  lumber  for  ship  construction? 

Mr.  Kuhns.  I  could  not  say  oflfhand.  We  are  just  completing  our 
inventory  now,  but  we  have  no  great  amount  of  lumber  in  Olympia. 

The  Chairman.  How  much  equipment  for  ships  is  there  over 
there? 

Mr.  Kuhns.  There  is  not  so  much  equipment  in  the  way  of  ma- 
chinery and  fittings.  ^ 

The  Chairman.  Are  there  some  Almey  boilers  there? 
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Mr.  KuHNs.  Yes,  sir. 

The  Chairman,  llow  many? 

Mr.  KuHNs.  Twenty-four. 

The  Chairman.  They  have  been  there  for  over  a  j-ear? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  They  are  over  in  a  building? 

Mr.  Kuhns.  No;  they  are  outside. 

The  Chairman.  Outside? 

Mr.  Kuhns.  Yes.  sir. 

The  Chairman.  I  assume  that  even  in  this  salubrious  climate^ 
leaving  boilers  outdoors  for  over  a  year  would  not  improve  their 
condition  ? 

Mr.  KtjHNs.  No ;  it  would  not. 

The  Chairman.  They  were  deteriorated  somewhat? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  Are  there  any  engines  that  have  been  over  there 
for  any  length  of  time  ? 

Mr.  Kuhns.  Well,  we  have  two  AUis- Chalmers  engines  left  over 
tliat  I  think  have  been  there  a  year. 

The  Chairman.  Stored  in  a  building? 

Mr.  Kuhns.  Partly.    The  bright  parts  are  stored. 

The  Chairman.  The  rest  of  it  outside? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  What  is  the  value  of  those  boilers  and  engines, 
rouffhly  speaking  ? 

Mr.  Kuhns.  The  24  Almey  boilers  are  worth  approximately  $140.- 
000. 

The  Chairman.  Apiece? 

Mr.  Kuhns.  No  ;  for  the  lot. 

The  Chairman.  For  the  lot? 

Mr.  Kuhns.  And  the  engines  are  worth  about  $65,000  before  they 
are  set  up. 

The  Chairman.  For  the  lot  ? 

Mr.  Kuhns.  No  ;  that  is  for  each  engine — ^two  engines. 

The  Chairman.  How  about  the  rigging?  Is  there  any  quantity 
of  rigging  over  there  for  vessels  ? 

Mr.  Kuhns.  Considerable  block  and  lines  and  cables. 

The  Chairman.  How  many  canceled  contracts  have  you  at  the 
Olympia  yard? 

Mr.  Kuhns.  Two  suspended. 

The  Chairman.  Is  there  more  than  enough  for  those  two  sus- 
pended contracts  of  blocks  and  cables? 

Mr.  Kuhns.  Any  quantity  there  are.  On  account  of  changes, 
however,  I  do  not  think  they  would  be  suitable  to  the  present  speci- 
fications, because  we  have  had  to  secure  material  of  this  kind,  even 
for  this  latest  kind  of  delivery,  and  had  other  material  in  stock  on 
account  of  changes. 

The  Chairman.  But  even  though  you  were  going  to  use  that 
riffginff,  there  is  more  than  enough  for  the  two  suspended  contracts? 

Mr.  Kuhns.  Oh,  yes. 

The  Chairman.  Is  that  stored  in  the  building? 

Mr.  Kuhns.  Yes,  sir ;  I  think  that  is  all  under  cover. 

The  Chairman.  Is  there  any  equipment  and  if  so,  what  is  the 
nature  of  it,  over  there? 
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Mr.  KuHNS.  We  have  four  Scott  boilers. 

The  Chairman.  Scott  boilers  ? 

Mr.  KuHNS.  Scott  boilers,  similar  to  what  had  been  installed  on 
four  of  our  ships  that  have  been  finished.  They  are  outside  with  a 
cover  built  over  them. 

The  Chairman.  How  long  have  they  been  there? 

Mr.  KuHNS.  About  six  months,  or  something  like  that. 

The  Chairman.  Were  they  int^ided  for  some  ship  that  you  were 
constructing? 

Mr.  KuHNS.  They  were  intended  for  hulls  48  and  49,  which  were 
sent  out  as  uncompleted  hulls. 

The  Chairman.  Is  there  any  other  material  or  equipment? 

Mr.  Kuhns.  a  great  deal  of  fittings  and  copper  and  lead  and 
asbestos. 

The  Chairman.  Asbestos? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman,  tracking  and  coverinjj? 

The  Chairman.  How  long  have  you  had  that  there  ? 

Mr.  KtTHNS.  Well,  a  great  deal  of  it  was  there  even  a  year  ago, 
when  I  went  there. 

The  Chairman.  More  than  enough  for  the  two  suspended  con- 
tracts? 

Mr.  Kuhns.  There  is  more  than  enough  of  that  material  for  the 
two  suspended  contracts,  with,  of  course,  some  to  secure,  to  take  the 
place  of  changes,  and  some  that  we  were  able  to  prevent  the  shipment 
of.    Commitments  were  made,  and  it  was  not  shipped  into  the  yard. 

The  Chairman.  Have  you  ever  made  any  reconmiendation  with 
reference  to  the  disposition  of  that  material,  to  the  officials  here  in 
the  district  office? 

Mr.  Kuhns.  Only  in  regard  to  the  Almey  boilers.^ 

The  Chairman.  'What  was  the  recommendation  you  made  with 
reference  to  the  Almey  boilers? 

Mr.  Kuhns.  Last  fall,  prior  to  the  signing  of  the  armistice,  we 
had,  I  think,  two  different  parties  that  came  to  us,  wanting  some  of 
the  boilers,  and  we  sent  them  to  the  district  office ;  we  did  not  at  that 
time  understand  that  they  were  for  us  to  handle,  and  they  were  sent 
here.  I  do  not  know  exactly  what  became  of  it.  I  was  told  after- 
wards that  they  were  asked  considerably  more  than  they  stood  the 
yard,  and  that  they  were  not  taken.  I  do  not  just  really  know  what 
reply  or  what  the  action  was  that  was  taken  by  the  district  oflSce 
in  regard  to  it. 

The  Chairman.  Were  those  boilers  sent  there  for  installation  in 
some  of  these  hulls,  and  then  the  plans  changed  afterwards? 

Mr.  Kuhns.  They  were  bought  by  Mr.  Kuhn,  according  to  the 
records  in  the  beginning,  and  when  they  got  ready  to  begin  in- 
stallation on  them  they  were  refused  because  the  American  Bureau 
of  Shipping  had  not  inspected  them  during  construction.  The 
boiler  manufacturers  had  neglected  to  have  the  American  Bureau 
of  Shipping  representative  in  the  factory  when  the]^  were  being 
constructed,  and  the  American  Bureau  refused  to  classify  them. 

The  Chairman.  Under  the  contract  with  the  Sloan  Shipyards 
Corporation,  to  whom  does  that  material  belong — all  of  this  extra 
material  over  there? 
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Mr.  KuHNS.  I  am  not  really  familiar  with  the  original  shipbuild- 
ing contract  between  the  Sloans  and  the  Shipping  Board.  I  don't 
know  as  I  could  just  answer  that  qu^ion. 

The  Chairman.  Well,  if  you  sent  some  people  to  the  district  office 
with  reference  to  these  Almey  boilers,  and  the  district  office  named 
a  price  that  the  people  .did  not  care  to  pay,  it  is  probable  that  the 
Shipping  Board  or  th6  Emergency  Fleet  Corporation  owned  the 
boilers,  IS  it  not? 

Mr.  KuHNS.  It  would  seem  to  so. 

The  Chairman.  Yes. 

Mr.  KuHNs.  As  I  stated,  Mr.  Walsh,  I  do  not  know  exactly  what 
they  did  do  about  it. 

The  Chairman.  Yes;  I  understand;  but  that  is  what  you  under- 
stood? 

Mr.  KuHNS.  That  is  what  I  understood ;  yes. 

The  Chairman.  Outside  of  that,  have  you  made  any  recommen- 
dation as  to  the  material  over  there,  and  what  should  be  done  with 
it? 

Mr.  KuHNS.  I  don't  believe  I  have. 

The  Chairman.  Of  course,  after  the  signing  of  the  armistice,  when 
contracts  began  to  be  suspended  and  canceled,  the  demand  for  a  . 
.  lot  of  this  material  immediately  slacked  up,  did  it  not  ? 

Mr.  KxjHNS.  Yes,  sir. 

The  Chairman.  Throughout  this  section  of  the  country,  as  well  as 
in  other  parts.  If  you  know,  can  you  state  whether  hulls  Nos.  39 
and  40  had  their  keels  laid  in  May,  1917  ? 

Mr.  KxjHNS.  I  think  they  did. 

The  Chairman.  And  they  were  not  completed  until  August,  1919? 

Mr.  Kuhns.  I  am  certain  on  this :  That  the  keel  of  39  had  lacked 
just  two  days  of  being  laid  two  vears,  when  we  took  her  away  from 
the  yard  under  her  own  power.  1  remember  that.  We  took  her  awav 
on  the  13th  of  May,  so  the  keel  must  have  been  laid  on  the  15th 
of  May,  1917.. 

The  Chairman.  Mr.  Kuhns,  I  am  going  to  ask  you  to  look  at  a 
copy  of  this  statement  under  date  of  April  25,  1919,  addressed  to 
Frederick  A.  Dowsey,  special  representative,  United  States  Ship- 
ping Board  Emergency  Fleet  Corporation,  Seattle,  Wash.,  contain- 
ing practically  15  typewritten  pages,  marked  "Copy,"  and  see  if 
you  recognize  that  as  a  copy  of  the  statement  you  made  to  Mr. 
Dowsey? 

Mr  Kuhns.  Without  checking  it  absolutely,  I  would  say  that  is 
the  statement. 

The  Chairman.  Was  anybody  present  when  you  gave  that  to  Mr. 
Dowsey? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  Was  the  gentleman's  name  Gardner? 

Mr.  Kuhns.  Yes^ir. 

The  Chairman.  Do  you  know  where  he  is  now  ? 
Mr.  Kuhns.  Within  a  half  block  of  here,  in  the  Eckart  Plumbing 
&  Heating  Co. 
The  Chairman.  What  is  his  full  name  ? 
Mr.  Kuhns.  E.  P.  Gardner. 
The  Chairman.  E.  P.  Gardner? 


390  SHIPPIK^G  BOARD  OPEPiATTONS. 

Mr.  KuHNS.  Or  F.  P.  Gardner. 

The  Chairman.  E.  P.  or  F.  P.  Gardner  ? 

Mr.  KuHNS.  Yes,  sir. 

The  Chairman.  After  you  went  over  to  Olympia,  how  many  times 
did  you  meet  Mr.  Philip  Sloan? 

Mr.  KuHNS.  Well,  I  met  him  once,  just  hurriedly,  prior  to  my 
going  there.  I  do  not  think  I  saw  him  again  for  three  or  four 
months  after  I  went  to  Olympia,  and  then  in  April,  while  Mr.  Dow- 
sey  was  here,  might  have  seen  him  three  times. 

Tte  Chairman.  Did  Mr.  Philip  Sloan  ever  say  to  you  substan- 
tially this,  after  you  took  charge  as  business  manager  of  the  Olym- 
pia shipyards:  "  xou  are  working  with  the  Fleet  Corporation,  and 
I  am  working  for  you.  I  will  tell  you,  as  I  have  said  to  the  rest 
of  them, '  Go  to  it '  '^'  ? 

Mr.  KuHNS.  He  did  not  say  he  was  working  for  me.  He  said: 
"  You  are  working  for  the  Fleet  Corporation,  out  not  for  me.  and 
I  will  say  to  you,  as  I  have  said  to  the  rest  of  them,  '  Go  to  it.  " 

The  Chairman.  Did  you  have  any  talk  with  Mr.  Cosgrove  with 
reference  to  your  position  over  there? 

Mr.  KuHNS.  No,  sir. 

The  Chairman.  Did  Mr.  Cosgrove  tell  you  you  should  not  have 

given  any  information  to  Sloan  that  you  did  not  give  to  the  Fleet 
orporation,  nor  to  give  any  information  to  the  Fleet  Corporation 
that  you  did  not  give  to  Mr.  Sloan  ? 

Mr.  KuHNS.  Mr.  Cosgrove  never  said  that. 

The  Chairman.  He  never  said  that? 

Mr.  KuHNS.  No ;  he  said  a  part  of  it. 

The  Chairman.  Was  not  that  in  your  statement  to  Mr.  Manson? 

Mr.  Kuhns.  That  is  one  of  the  passages  that  I  objected  to. 

The  Chairman.  Oh,  I  see. 

Mr.  Kuhns.  Yes.  sir. 

The  Chair3Ian.  That  is  one  of  the  things? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  Just  what  part  of  it  did  Mr.  Cosgrove  say  to 
you? 

Mr.  Kuhns.  He  said  to  me — I  think  the  statement  is  made  in 
there,  perhaps,  prettv  nearly  right,  what  led  up  to  it.  I  thouffht 
that  I  was  going  to  oe  called  upon  for  some  information  from  Mr. 
Sloan  at  the  time  Mr.  Dowsey  came  to  this  part  of  the  country,  and 
I  called  on  Mr.  Cosgrove.  I  came  over  purposely  to  get  advice 
in  the  matter,  and  I  told  him  I  thought  i  was  going  to  be  called 
upon  to  give  out  some  information,  and  he  said:  **T^Ir.  Sloan  is 
entitleJ  to  any  information  you  can  give  him,  but  do  not  give  out 
anything  unless  you  give  the  same  to  a  representative  of  the  Fleet 
Corporation."  I  said :  "  Would  Mr.  Higgs,  comptroller  down  there, 
qualify  as  a  representative  of  the  Fleet  Corporation  ?  "  Mr.  Cos- 
grove said  yes.  So  that  was  the  way  it  was  left,  and  that  was  the 
substance  of  all  that  was  said. 

The  Chairman.  Did  it  turn  out  that  way? 

Mr.  Kuhns.  Xo,  sir.  It  did  not  turn  out  that  way  because  when 
Mr.  Dowsey  came  along,  he  said  this  was  a  report  that  must  be  kept 
under  cover  for  a  certain  length  of  time.  He  made  the  statement 
that  other  investigators  had  come  out  here  and  had  been  prevented 
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from  obtaining  their  purpose,  because  of  publicity.  He  wanted  no 
one  to  know  that  any  such  thing  was  going  on,  and  by  handing 
Mr.  Sloan  a  copy  of  it  in  the  presence  of  ilr.  Dowsey,  1  followed 
Mr.  Cosgrove's  iniunction  as  to  how  to  deliver  this  information  to 
Mr.  Sloan,  that  I  had  met  the  requirements  that  he  had  laid  by 
saying  this  in  the  presence  of  Mr.  Dowsey,  who  had  credentials  from 
the  Shipping  Board. 

The  Chairman.  You  had  some  doubt  as  to  his  authority  for  some 
time,  Mr.  Dowsey's  authority  at  first? 

Mr.  KuHNS.  I  was  not  absolutely  certain,  though  he  told  me  things 
that' I  do  not  know  how  he  could  have  known  unless  he  had  been  on 
the  inside. 

The  Chairman.  Did  he  finally  show  you  some  credentials? 

Mr.  KuHNS.  Yes ;  before  T  delivered  it,  I  asked  him  to  protect  my- 
self, that  I  would  like  to  see  his  credentials,  and  he  showed  me  them. 

The  Chairman.  I  think  that  is  all  for  the  present. 

Mr.  Kelley.  I  take  it  from  what  you  have  said  in  answer  to  one 
of  Mr.  Walsh's  questions,  that  Mr.  Philip  Sloan  never  was  called 
upon  to  do  any  work  down  there  ? 

Mr.  KuHNs.  Not  to  my  knowledge. 

Mr.  Kelley.  Since  you  have  been  there  he  never  performed  any 
services  for  the  Government  as  far  as  you  know  ? 

Mr.  KuHNs.  Not  to  my  knowledge. 

Mr.  Kelley.  How  long  did  his  salary  continue  to  be  paid? 

Mr.  KuHNs.  It  was  paid  to  the  1st  of  January  this  year. 

Mr.  Kelley.  Do  you  know  why  it  was  stopped  then  ? 

Mr.  KxjHNs.  There  was  a  telegram  addressed  to  me  on  the  2d  of 
Januaiy,  I  think  it  was,  from  Capt.  Blain,  stating  that  the  salary 
heretofore  being,  paid  to  Mr.  Philip  Sloan  should  not  be  paid  any 
further  out  of  the  funds  of  the  Fleet  Corporation,  or  words  to  that 
effect,  and  that  it  was  by  authority  of  the  home  office,  by  direction  of 
the  home  office. 

Mr.  Kelley.  But  you  do  not  know  whether  or  not  Mr.  Philip 
Sloan  refused  to  perform  any  services  requested  of  him  by  either 
Mr.  Blain  or  the  home  office? 

Mr.  KuHNs.  I  do  not  know  of  my  own  knowledge ;  no,  sir. 

Mr.  Kelley.  Was  that  the  only  duty  that  he  was  expected  to  per- 
form, as  stated  in  the  contract,  as  far  as  you  know? 

Mr.  KuHNs.  Yes ;  as  far  as  I  know. 

Mr.  Kelley.  Simply  to  assist  when  he  was  called  upon  ? 

Mr.  KuHNs.  Yes,  sir. 

Mr.  Kelley.  And  under  your  management  he  was  never  called 
upon? 

Mr.  KuHNS.  No,  sir. 

Mr.  Kelley.  Were  there  certain  hours  or  times  fixed  when  he 
could  visit  the  yard  or  plant  down  there? 

Mr.  KuHNs.  There  was  no  arrangement  of  any  kind ;  no,  sir. 

Mr.  Keli.ey.  He  did  come  whenever  he  wanted  to,  as  far  as  you 
know? 

Mr.  KuHNS.  Yes,  sir ;  as  far  as  I  know  it. 

Mr.  Kelley.  There  is  some  testimony  here  about  his  being  per- 
mitted to  enter  only  when  the  plant  was  closed  down  on  Sundays 
and  holidays.  That  is  not  correct,  so  far  as  the  practice  has  been 
under  your  administration? 
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Mr.  Ktthns.  Not  under  my  administration;  no,  sir;  that  never 
happened. 

Mr.  Keixet.  Well,  he  has  never  sought  admission  there  under  your 
administration  there? 

Mr.  Ktthns.  Sir. 

Mr.  Kellet.  He  has  never  sought  to  come  into  the  yard? 

Mr.  Ktthns.  Well,  he  has  been  there.  I  think  he  has  been  in  the 
yard  some  three  or  four  times  since  I  have  been  there,  only  mo- 
mentarily.   He  was  there  at  a  launching  once. 

Mr.  KtkTiIiKY.  Now,  the  changes  that  have  been  made  in  the  design 
of  the  ship,  were  they  sent  out  from  the  home  office  at  Philadelphia! 

Mr.  Ktthns.  I  could  not  say.    . 

Mr.  Kelley.  Which  necessitated  the  delays  which  you  speak  of? 

Mr.  Kttkns.  I  could  not  say  as  to  that.  Our  orders  usually  came 
from  the  district  office,  even  though  they  originated  in  the  home 
office. 

Mr.  Ejbllet.  Would  there  be  any  special  reason  why  the  design 
of  the  rudder  should  be  changed? 

Mr.  Ktthns.  They  claimea  that  the  wooden  rudder  did  not  hold 
up  under  sea  conditions.    They  had  trouble  with  the  rudder. 

Mr.  Kellet.  Did  they  change  rudders  in  all  wood  yards,  as  far 
as  you  know? 

Mr.  Ktthns.  The  wood  rudder  at  the  Bellingham  yard,  the  Pacific 
American  Fisheries  was  not;  but  that  is  a  different  type  of  ship, 
twin  screw,  where  the  objection  is  not  as  strong  as  it  is  on  a  single 
screw. 

Mr.  Ejsixey.  Now,  after  the  armistice  was  signed  I  suppose  there 
were  certain  military  features  of  the  ships  that  had  been  required 
prior  to  that  which  might  profitably  be  left  off  ? 

Mr.  Ktthns.  Yes,  sir. 

Mr.  Kellet.  Were  any  changes  that  you  speak  of  due  to  that 
cause? 

Mr.  KuHNs.  We  did  not  tear  off  anything  from  the  ships  that 
had  been  put  on  for  military  reasons.  We  changed  the  work  on  the 
ships  that  had  been  put  on  as  war  practice.  They  reverted  to  pre- 
war practice  in  some  of  the  installation  work. 

Mr.  Kellet.  Did  that  cause  much  delay  ? 

Mr.  Ktthns.  Yes,  sir. 

Mr.  Kellet.  That  was  one  of  the  serious 

Mr.  Ktthns.  Yes,  sir. 

Mr.  Kellet  (continuing).  And  legitimate  reasons  for  delay,  of 
course? 

Mr.  Ktthns.  Yes. 

Mr.  Kellet.  But  the  delays  you  complained  of  were  on  account 
of  chan^  that  were  wholly  unnecessary,  in  your  judgment,  I 
suppose  r 

Mr.  Ktthns.  Well,  I  would  not  say  that. 

Mr.  Kellet.  Well,  what  I  am  getting  at  is  whether,  in  your  judg- 
ment, they  were  captious— changes  made  just  to  irritate  and  hdd 
back  that  plant  down  there  that  were  not  re(]uired  of  other  yards? 

Mr.  Ktthn.  I  am  not  familiar  enough  with  the  manner  in  which 
the  other  yards  were  delivering  their  rfiips  to  answer  that.  I  fed 
that  inasmuch  as  the  wood  program  was  being  cut  down  and  some  of 
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them  canceled  and  some  being  stowed  away  in  Lake  Union  without 
machinery  that  the  ones  that  were  furnished  me  mi^ht  have  been 
finished  as  they  were  intended  to  be  finished  during  the  emergency 
and  save  many  a  dollar. 

Mr.  Kellet.  Especially  so  in  a  yard  that  was  being  conducted 
largely  under  the  agency  of  the  Government,  and  into  which  large 
sums  of  money  had  been  advanced  ? 

Mr.  KuHNS.  There  is  one  instance,  I  think,  in  the  report  there, 
that  the  district  office  was  given  the  option  as  to  whether  they  should 
revert  to  prewar  practice  or  leave  the  installation  as  it  was.  The 
district  office  ordered  it  changed.  I  just  ran  across  that  yesterday 
or  the  day  before,  I  think. 

Mr.  KELiiET.  Taking  everything  together,  the  division  of  your 
authority  down  there,  placinff  a  part  of  the  authority  naturally  be- 
longing to  you  in  someoody  else,  and  everything  else,  into  considera- 
tion, have  you  been  finally  forced  to  the  conclusion  that  it  was  not 
the  desire  of  some  people  to  advance  these  ships  beyond  the  stage 
of  hulls,  or  but  slightly  oeyond  the  stage  of  hulls? 

Mr.  KuHNS.  That  feeling  was  pretty  strong  in  our  yard  as  long 
as  six  weeks  ago.  Since  five  of  our  ships  have  been  chartered  and 
the  charterers  are  asking  for  them,  they  have  been  pounding  us  on 
the  backs  for  our  ships.- 

Mr.  Kellet.  The  workmanship? 

Mr.  KuHNS.  Yes;  well,  it  is  critical  yet;  and  they  have  been  try- 
ins  to  get  the  ships  because  the  charterers  are  asking  for  them. 

Mr.  Kellet,  Did  you  notice  any  difference  in  the  attitude  of  the 
district  management  toward  you  and  the  plant  down  there  after  a 
request  to  the  home  office  that  your  yards  should  be  taken  over  by 
another  cbrporation  in  this  vicinity  was  refused? 

Mr.  KuHNS.  I  do  not  exactly  understand  that  question. 

Mr.  Keixet.  Did  you  notice  any  difference  in  the  attitude  of  the 
district  management  here,  after  it  was  determined  at  the  home  office 
that  those  hulls  were  not  to  be  finished  by  another  corporation  be- 
sides yours? 

Mr.  KxjHNS.  No;  I  did  not  know  such  a  contingency  as  that  had 
arisen. 

Mr.  Kellet.  Well,  you  did  not  know  that  any  request  had  been 
made  to  the  home  management 

Mr.  KuHNS.  No,  sir. 

Mr.  Kellet  (continuing) .  That  the  work  in  your  yard  should  be 
transferred  to  another  yard? 

Mr.  KuHNS.  No,  sir ;  I  did  not  know  that. 

Mr.  Kellet.  What  was  the  date  of  your  going  there? 

Mr.  KuHNs.  September  23,  1918. 

Mr.  Kellet.  You  would  not  know  about  the  circumstance  I  men- 
tioned because  it  antedated  that  by  a  short  time. 

You  have  finished  5  out  of  the  10  ships  that  were  assigned  to  your 
yard? 

Mr.  KuHNS.  Yes,  sir;  that  is,  we  will  have  when  we  deliver  one 
this  next  week. 

Mr.  Kellet.  Those  contracts  were  cost  plus,  or  were  they  a  flat- 
contract  price? 

Mr.  KuHNS.  A  flat-contract  price. 
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Mr.  Kelley.  Now,  the  Government  has  gone  ahead  and  paid  all 
the  vouchers  through  on  those  ships,  and  will  they  be  cojnpleted 
within  the  contract  price? 

Mr.  KuHNs.  No,  sir. 

Mr.  Keluby.  They  will  not? 

Mr.  KuHNs.  No,  sir. 

Mr.  Kelley.  What  will  these  ships  that  will  be  completed  or 
have  been  completed  in  your  yard  cost  the  Government? 

Mr.  KuHNs.  I  could  not  give  you  an  absolute  answer  on  that. 
These  accounts  are  held  up  by  the  comptroller  or  auditor. 

Mr.  Kelley.  We  could  get  that  here  better  than  you  could  give 
it  to  us,  but  I  did  not  know  but  what  possibly  you  would  be  in  pos- 
session of  the  information. 

Mr.  KuHNS.  I  am  not;  no,  sir. 

Mr.  Kelley.  You  are  not  in  a  position  to  give  information  as  to 
any  one  of  the  five  ? 

Mr.  KuHNfi.  The  later  ones  will  cost  much  less  than  the  earlier 
ones.    I  know  that. 

Mr.  Kelley.  You  do  not  know  what  the  first  one  was? 

Mr.  KuHNS.  The  first  one  was  in  excess  of  $700,000,  the  last  time 
I  paid  any  attention  to  it. 

Mr.  Kelley.  And  the  contract  price  was  how  much,  as  you  recol- 
lect? 

Mr.  KuHNS.  They  had  been  revised  to  $550^000. 

Mr.  Kelley.  Now,  the  difference  between  the  actual  cost  and  the 
contract  price,  I  suppose,  is  a  matter  of  adjustment  between  the 
Government  and  the  Sloans,  or  does  the  Government  stand  that  loss 
under  the  terms  of  the  contract  ? 

Mr.  KuHNs.  I  really  do  not  understand  how  it  is  going  to  be  ad- 
justed. 

Mr.  Kelley.  No  ;  I  am  saying  is  it  a  matter  of  adjustment  under 
the  contract,  or  does  the  contract,  as  you  understand  it,  provide,  after 
the  Government  took  these  ships  over,  the  Sloans  should  no  longer 
be  responsible  for  costs? 

Mr.  KuHNS.  Well,  I  understand  this  contract  of  May  1,  1918,  pro- 
vides for  a  mortgage  against  the  property  to  compensate  the  Ship- 
ping Board  for  any  loss  that  the  Shipping  Board  should  be  put  to 
in  completing  these  contracts. 

Mr.  Kelley.  I  did  not  know,  but  inasmuch  as  the  yards  were  put 
under  the  management  of  the  Government,  that  the  Sloans  under 
that  contract  might  have  been  relieved  from  any  liability  as  to  ex- 
cess of  cost  over  the  contract  price. 

Mr.  KuHNS.  Yes:  that  is  a  matter  they  are  trying  to  fight  out 
now,  as  far  as  I  know. 

Mr.  Kelley.  But  you  do  not  know  as  to  that  ? 

Mr.  KuHNS.  No ;  t  could  not  pass  on  that. 

Mr.  Kelijey.  I  supposed  you  complained  to  the  management  here 
that  the  division  of  authority  there  was  not  working  well,  having 
Mr.  Heath  at  the  head  of  construction  and  somebody  else  at  the  head 
of  the  hiring  of  the  men,  or  did  somebody  else  hire  the  men? 

Mr.  KuHNs.  No;  the  employment  was  under  me,  of  course, 
with 

Mr.  Kelij^.y.  You  were  the  other  person  in  charge  down  there? 
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Mr.  KuHNS.  Mr.  Higgs  is  the  comptroller. 

Mr.  Kelley.  Oh,  yes.  That  is  a  part  of  the  established  policy, 
is  it  not  ? 

Mr.  KuHNS.  Yes,  sir. 

Mr.  Kelley.  Of  the  Shipping  Board? 

Mr.  KuHNS.  Yes,  sir. 

Mr.  Keli^y.  And  you  did  not  complain  of  that  ? 

Mr.  KuHNS.  No,  sir. 

Mr.  Kelley.  What  you  complained  of  was  that  you  should  have 
had  charge  of  the  yard,  the  construction  of  the  ships,  and  the  fact 
that  you  were  has  made  a  great  difference  in  the  eflSciency  of  the 
work? 

Mr.  KuHNS.  Well,  I  would  not  say  it  has  made  any  great  differ- 
ence. In  the  case  I  mentioned  awhile  ago,  I  might  have  brought 
about  more  economical  operation.  There  were  some  men  in  the 
yard  that  I  thought  were  not  profitable.  These  things  always  had 
to  be  worked  out  together.  I  never  could  take  independent  action 
on  them. 

Mr.  Kelley.  Would  not  Mr.  Heath  cooperate  with  you  in  the 
dismissal  of  these  men  that  you  thought  were  objectionable? 

Mr.  Kuhns.  Not  always.  He  promised  to.  He  never  outright 
opposed  me,  but  he  was  dilatory  in  taking  action  frequently,  and  he 
was  inclined  to  resent  what  he  thought  was  interference  by  a  man 
who  was  not  a  lifetime  shipbuilder. 

Mr.  Kelley.  Did  you  have  anj'  diflScul^  about  the  yard  scale? 

Mr.  Kuhns.  There  was  more  or  less  difficulty  on  that. 

Mr.  Ejblley.  In  all  the  yards  about  that  ? 

Mr.  Kuhns.  Yes,  sir. 

Mr.  Kelley.  Were  you  permitted  to  pay  the  so-called  bonus  for 
extra  labor  or  extra  hours? 

Mr.  Kuhns.  No,  sir.  During  the  war  times  before  the  armistice, 
there  was  some  overtime  work,  double  time.  We  got  very  strict 
orders  that  would  not  be  allowed  from  the  time  of  the  armi^ice 
except  in  cases  of  necessity,  where  there  was  a  breakdown  or  some- 
thing like  that.    I  think  all  the  yards  got  the  same  orders. 

Mr.  Kelley.  You  say  you  went  there  on  the  1st  of  September? 

Mr.  Kuhns.  The  23d  of  September. 

Mr.  Kelley.  On  the  23d  of  September,  1918  ? 

Mr.  Kuhns.  Yes,  sir. 

Mr.  Keijley.  Now,  you  did  not  know  that  on  the  12th  of  October 
following  your  appointment  there,  Mr.  Blain  proposed  to  turn  that 
entire  plant  over  to  the  Grays  Harbor  Motorship  Corporation? 

Mr.  Kuhns.  No,  sir. 

Mr.  Kelley.  Is  this  the  first  time  you  ever  heard  of  that  ? 

Mr.  Kuhns.  I  think  Mr.  Joseph  Sloan  told  me  something  about 
it  last  night.    That  was  the  first  I  heard  of  it. 

Mr.  KSlley.  Now,  although  you  had  just  gone  in  there  as  mana- 
ger, you  were  not  consulted  at  all  about  such  a  change,  a  radical 
change  in  the  policy  of  the  management  of  the  yard  ? 

Mr.  Kuhns.  No,  sir ;  and  I  did  not  know  that  that  had  happened 
until  yesterday.    I  never  heard  of  it  through  any  source. 

Mr.  Kelley.  Now,  considering  the  fact  that  this  plant  has  been 
practically  under  the  management  of  the  Government,  at  least  since 
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M^,  1918,  have  you  any  possible  explanation  of  the  delays  and  ^e 
difficulties  that  have  resulted  in  delay,  that  those  in  control  of  the 
yard  have  had  to  meet,  except  on  the  theory  that  it  was  really  not 
desired  that  the  yard  to  finish  ships  on  time  or  within  a  reasonable 
time  ? 

Mr.  KuHNs.  Do  you  ask  me  do  I  have  any  other  explanation? 

Mr.  Kellet.  Have  you  any  other  theory  besides  that? 

Mr.  KuHNs.  No,  sir ;  I  do  not. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Mr.  Hadley? 

Mr.  Hadlet.  Only  one  question,  Mr.  Kuhns.  Are  you  a  stock- 
holder in  the  Sloan  Shipyards  Corporation  ? 

Mr.  Kuhns.  No,  sir. 

Mr.  Hadley.  Or  in  the  Anacortes  Shipyard  Co.? 

Mr.  Kuhns.  No,  sir. 

Mr.  Hadley.  You  have  not  any  property  interest  in  either  of  those 
conipanies? 

Mr.  Kuhns.  No,^r. 

Mr.  Hadley.  So  that  your  interest  in  the  work  in  which  you  have 
been  engaged  at  both  points  is  that  of  an  employee  of  the  Fleet  Cor- 
poration? 

Mr.  Kuhns.  Yes,  sir. 

Mr.  Hadley.  That  is  all. 

Mr.  Foster.  I  have  no  questions. 

The  Chairman.  I  think  that  is  all,  and  we  thank  you  very  much, 
Mr.  Kuhns. 

The  Chairman.  Mr.  Cosgrove,  may  we  ask  you  one  or  two  further 
questions  ? 

Mr.  Cosgrove.  Yes,  sir. 

TESTDEOHY  OF  MB.  HOWASD  G.  COSOKOVE— Sesnmed. 

The  Chairman.  Mr.  Cosgrove,  did  you  represent  the  Fleet  Cor- 
poration in  connection  with  the  receivership  of  the  Meacham  &  Bab- 
cock  yards? 

Mr.  Cosgrove.  Yes^  sir. 

The  Chairman.  Did  you  ask  the  court  to  appoint  Mr.  Blain  re- 
ceiver of  the  Meacham  &  Baboock  yard? 

Mr.  Cosgrove.  Ncx  sir. 

The  Chairman.  You  did  not? 

Mr.  Cosgrove.  No,  sir.  I  would  have  opposed  it  if  it  had  been  sug- 
gested. 

The  Chairman.  Did  you  state  to  the  court  that  the  home  office  de- 
sired Mr.  Blain  appointed  receiver  ? 

Mr.  Cosgrove.  1  did  not. 

The  Chairman.  Is  Mr.  Terhune — ^I  think  you  mentioned  his  name 
this  morning  in  connection  with  some  matters 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman  (continuing).  Is  he  counsel  for  the  Duthie  Co.? 

Mr.  Cosgrove.  I  believe  he  is. 

The  Chairman.  And  is  he  also  attorney  for  the  receiver  of  the 
Meacham  &  Babcock  Co.  ? 

Mr.  Cosgrove.  Yes,  sir. 
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The  Chatrmak.  At  whose  instance  was  the  Meacham  &  Babcock 
ooncem  put  into  the  hands  of  a  receiver? 

Mr.  Ck)8aRovB.  The  Northwest  Steel  Co.  of  Portland. 

The  Chairman.  Who  are  the  officers  of  that  concern? 

Mr.  CosoROVB.  J.  R.  Bowles,  Walter  Beebe,  and  the  others  I 

The  Chairman.  Is  Mr.  Bowles  an  officer  of  the  Duthie  Co.,  too? 

Mr.  CosGROVE.  No,  sir. 

.The  Chairman.  Do  you  know  whether  he  is  a  stockholder? 

Mr.  CosoROTE.  He  is  not.  I  mi^ht  say,  for  fear  of  misunder- 
standing here,  that  when  the  Duthie  Co.  was  formed  in  the  be- 
ginning, Mr.  J.  R.  Bowles  and  his  brother,  Mr.  C.  D.  Bowles,  were 
stockholders,  but  afterwards  Mr.  Duthie  purchased  their  interests. 

The  Chairman.  Mr.  Cosgrove,  at  any  time  since  you  have  beea 
assistant  counsel  for  the  Fleet  Corporation,  did  you  have  a  con- 
ference in  New  York  with  Mr.  Blain,  Mr.  Magee,  Mr.  Hamilton, 
and  Mr.  Schubach,  with  reference  to  any  matters  pertaining  to  the 
business  of  the  district  office  in  Seattle? 

Mr.  Cosgrove.  No  conference;  no,  sir. 

The  Chairman.  Did  you  ever  meet  with  them? 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman.  At  New  York? 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman.  And  talk  over 

.  Mr.  Cosgrove.  Mr.  Harry  Campbell,  the  admiralty  counsel  of  the 
Shipping  Board,  and  all  of  us  oae  afternoon  were  invited  by  Mr. 
Schubach,  or  rather,  I  was  invited  to  go  to  Mr.  Schubach's  room 
at  the  Waldorf  Astoria,  and  there  Mr.  and  Mrs.  Schubach  were  ar- 
ranging to  furnish  a  few  li^ht  drinks,  and  I  found  several  other 
gentlemen  there  when  I  arrived.  There  was  no  conference  about 
any  business  as  far  as  I  was  concerned. 

The  Chairman.  There  was  no  memorandum  made  of  any  matters 
at  that  time,  which  were  to  be  attended  to  upon  return  of  you, 
Mr.  Blain,  and  Mr.  Schubach  to  Seattle? 

Mr.  Cosgrove.  No,  sir.    We  had  no  business  whatever. 

The  Chairman.  And  as  far  as  you  know,  there  was  no  memo- 
randum made  by  Mr.  Blain  with  reference  to  matters  to  be  attended 
when  he  returned? 

Mr.  Cosgrove.  No,  sir;  and  so  far  as  I  know,  there  was  no  busi- 
ness discussed. 

The  Chairman.  It  was  just  a  social 

Mr.  Cosgrove.  The  main  business  was  to  get  rid  of  all  the  enter- 
tainment that  Mrs.  Schubach  could  prepare.  In  fact,  Mr.  and  Mrs. 
Schubach  Were  very  busily  engaged  all  of  that  time,  both  of  them 
attending  to  the  thirst  of  the  visitors. 

Mr.  Foster.  That  would  not  account  for  the  absence  of  notes? 

Mr.  Cosgrove.  It  was  hopelessly  impossible  to  have  even  thought  of 
business  at  that  time. 

The  Chairman.  You  may  have  been  asked  about  this  before;  I  do 
not  recall  this  telegram  that  Mr.  Kelley  quoted  from  here  in  his 
examination  of  Mr.  Kuhns.    Did  you  have  knowledge  of  that  before 
it  had  been  sent  ? 
Mr.  Cosgrove.  No,  sir. 
The  Chairman.  Or  the  reply  that  came  back? 
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Mr.  CosGRovB.  No ;  I  think  this  is  my  first  knowledge  of  what  the 
reply  was. 

The  Chairman.  I  had  forgotten  whether  we  had  asked  you  that. 
Now,  outside  of  this  social  gathering  in  New  York  that  you  have 
mentioned,  were  you  present  at  any  other  meeting  in  New  York  or 
Philadelphia  at  which  Mr.  Schubach,  Mr.  Hamilton,  and  Mr.  Blain 
were  present,  at  any  place  in  either  of  those  cities? 

Mr.  CosGROVE.  I  never  saw  Mr.  Schubach  in  Philadelphia  in  my 
life.  I  may  have  seen  him  at  some  other  time  there  at  the  hotel  in 
New  York,  but  there  was  no  meeting. 

The  Chairman.  Well,  I  do  not  mean  a  meeting  in  the  sense  of  a 
gathering  arranged  for  by  letter  or  a  formal  gathering,  but  did 
you  ever  happen  to  meet  and  sit  down  and  talk  over  any  matters  in 
connection  with  the  business  of  this  district  office? 

Mr.  CosGROVE.  No,  sir;  I  did  not. 

The  Chairman.  Did  you  ever  happen  to  be  present  when  Mr. 
Blain  or  Mr.  Hamilton  and  Mr.  Schubach  were  talking  over  matters 
in  reference  to  business  out  here? 

Mr.  CosGRo^^.  There  might  have  been  something  said  in  some  of 
tliese  conversations,  but  so  far  as  I  was  concerned,  I  was  taking  no 
part  and  had  no  interest  in  it,  and  I  recollect  nothing  of  what  was 
said,  if  there  was  anything  said  of  a  business  nature. 

The  Chairman.  I  think  that  is  all,  Mr.  Cosgrove,  unless  Mr.  Kel- 
ley  has  some  questions. 

Mr.  Kellny.  Yes,  sir ;  just  one  or  two  questions. 

I  do  not  know  whether  you  know  or  not,  Mr.  Cosgrove,  but  if  you 
do  will  you  please  tell  us  what  is  the  character  of  Mr.  Hamilton's 
business  at  the  present  time;  the  general  scope  of  his  business? 

Mr.  Cosgro\:e.  Mr.  Hamilton,  so  far  as  I  know,  has  only  one  busi- 
ness, and  that  is  president  of  the  Steel  Shipbuilders'  Association  of 
the  Northwest. 

Mr.  Kelley.  Is  there  also  a  Wood  Builders'  Association? 

Mr.  Cosgrove.  Well,  there  was,  but  I  should  say  it  has  gone  out  of 
business  or  is  defunct ;  he  was  president. 

Mr.  Kelley.  He  was  president  of  that  also,  was  he? 

Mr.  Cosgrove.  Yes,  sir. 

Mr.  EIelley.  Now,  is  that  in  the  nature  of  a  legal  service  that  he 
performed;  is  Mr.  Hamilton  a  lawyer  also? 

Mr.  Cosgrove.  I  do  not  think  it  is  a  legal  service,  because  Mr. 
Hamilton  is  not  a  lawyer. 

Mr.  Kelley.  He  is  not  a  lawyer? 

Mr.  Cosgrove.  No. 

Mr.  Kelley.  If  you  know,  does  it  involve  adjusting  claims  that 
the  shipbuilders  have  against  the  Government? 

Mr.  Cosgrove.  Well,  I  do  not  know  what  his  duties  consist  of  en- 
tirely. I  saw  him  in  Philadelphia  when  I  was  there  in  January  and 
February,  but  he  was  attempting  at  that  time  to  reach  an  adjustment 
for  the  wood  shipbuilders,  of  their  claims  for  efxtras. 

Mr.  Kjilley.  Then,  I  imagine,  that  is  one  of  the  purposes  of  his 
employment. 

Mr.  Cosgrove.  I  am  only  guessing  there,  that  it  would  be. 

Mr.  Kelley.  When  did  this  firm  of  Meacham  &  Babcock  go  into 
the  hands  of  a  receiver  ? 
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Mr.  CosGROYE.  In  March  of  this  year,  I  bdieva 

Mr.  KELLEr.  Was  that  action  taken  by  the  home  oiBce? 

Mr.  CosoRovE.  No,  sir.  % 

Mr.  Kjellet.  It  was  taken 

Mr.  CosGROYE.  The  home  office  had  nothing  to  do  with  the  appli« 
cation  for  a  receiver. 

Mr.  Ketj.ey.  Oh,  yes;  that  was  upon  the  motion  of  some  creditor 
in  the  State  of  Washington? 

Mr.  CosGROVE.  On  the  motion  of  the  Northwest  Steel  Co. 

Mr.  Kelley.  What  attorney  made  the  application  for  the  appoint^ 
ment  of  a  receiver  for  that  ? 

Mr.  CosGROvE.  Mr.  Terhune. 

Mr.  KetiT*ey.  Then,  when  the  receiver  was  appointed,  Mr.  Terhune 
was  appointed  attorney  for  the  receiver? 

Mr.  CosGRovE.  At  the  request  of  the  superior  judge,  Judge  Allen, 
so  I  am  told. 

Mr.  Kelley.  Is  that  the  usual  practice  in  appointing  attorneys  for 
receivers,  to  have  the  attorney  for  one  of  the  creditors  most  interested  ^ 

Mr.  Cosgrove.  I  would  not  say  that  there  is  any  usual  practice. 

Mr.  Keluef.  Well,  from  your  observation  and  experience  as  a 
lawyer  ? 

Mr.  CosoROVE.  No;  the  local  judges  consider  that  one  of  their  par- 
ticular privileges  to  name  receivers  and  name  attorneys  for  receivers, 
and  they  quite  religiously  adhere  to  that,  and  they  may  be  attorney 
for  a  creditor  or  some  one  else,  according  as  the  court's  ideas  may  be. 

Mr.  Kem.ey.  Just  to  make  the  record  complete  on  that  point,  Mr. 
Terhune  is  not  associated  with  you  in  the  practice  of  law,  is  he? 

Mr.  Cosgrove.  Not  in  any  way.    He  never  has  been. 

Mr.  Kelley.  And  you  have  not  made  any  arrangements  to  be  asso- 
ciated with  him  in  the  near  future? 

Mr.  Cosgrove.  No,  sir;  none  whatever.    I  do  not  expect  to  have  any. 

Mr.  Kelley.  And  he  was  not  attorney  for  the  receiver  at  your  in- 
stance or  request? 

Mr.  Cosgrove.  Not  at  my  instance  or  my  knowledge.  Judge  Allen 
handled  that  alone,  by  himself,  without  any  consultation  with  me, 
whatever,  and  without  my  knowledge. 

Mr.  Kelley.  That  is  all. 

Mr.  Cosgrove.  That  went  also  as  to  the  receiver. 

The  Chairman.  Mr.  Cosgrove,  this  meeting  at  which  Mr.  and  Mrs. 
Schubach  were  present,  this  gathering  which  was  not  a  meeting,  but 
which  was  a  social  gathering 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman  (continuing).  Was  that  when  you  went  on  to  the 
home  ofiBce,  and  were  then  appointed  an  assistant  counsel  under  the 
jurisdiction  of  the  home  office? 

Mr.  Cosgrove.  No,  sir;  subsequently. 

The  Chairman.  When  was  this  meeting  at  New  York,  this  gather- 
ing at  New  York? 

Mr.  Cosgrove,  I  was  in  the  East  from  about  the  middle  of  Decem- 
ber until  the  middle  of  February,  and  it  was  sometime  in  that  30-day 

period. 
The  Chairman.  This  past  February? 
Mr.  Cosgrove.  Yes,  sir. 
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The  Chairman.  Febniaty,  1919! 

Mr.  CosGROVB.  Yes,  ear. 

The  Chairman.  Mr.  Cos^ove,  yesterday  a  question  was  ashed 
you  with  reference  to  some  information,  and  you  expressed  the  in- 
formation it  had  better  be  given  in  ezecutiye  session^  Are  you  ready 
to  ^ve  that  information  now,  if  the  committee  goes  into  executite 
session! 

Mr.  CosGROvB.  Yes,  sir. 

Mr.  HadiiET.  Before  we  do  that,  I  might  ask  him  a  question  tiiat 
was  pending  at  noon;  though  he  may  not  be  prepared  upon  it.  I 
asked  you  at  that  time  to  look  up  to  ascertain  whether  or  not  there 
was  a  further  contract  for  the  transfer  of  the  property  from  the 
Fleet  Corporation  to  Skinner  &  Eddy  than  the  preliminary  contract 
of  May  11! 

Mr.  CosGROVE.  Yes,  sir.  I  made  an  examination,  but  I  was  imable 
to  find  any  such  contract.  I  found  a  lease  of  date  July  1,  1918,  but 
I  find  no  sale  contract  other  than  is  found  in  the  memorandum  agree- 
ment of  May  11,  1918. 

Mr.  Hadi;bt.  Has  the  lease  contract  referred  to,  of  July  1,  in  your 
opinion,  as  a  matter  of  law,  any  material  bearing  upon  the  inter- 
pretation and  the  execution  of  the  existing  contract  or  May  11! 

Mr.  CosoRovB.  Well,  when  you  asked  me,  this  morning,  I  had  never 
heard  of  any  other  contract,  and  I  was  rather  nonplussed  for  a  moment, 
because  I  was  not  able  to  say  positively  that  there  was  or  was  not 
I  wired  the  general  counsel  this  afternoon,  asking  him  if  there  was 
any  such  sale  contract.  From  the  appearance  of  the  situation,  it 
would  lead  me  to  believe  that  possibly  the  home-office  counsel  who  had 
this  in  charge  drew  a  lease  agreement  and,  possibly,  has  a  sale  agree- 
ment in  addition,  and  that  is  why  I  wired. 

Mr.  Hadlby.  You  are  awaiting  a  reply  now  to  your  telegram! 

Mr.  CosGROVB.  Yes ;  I  sent  the  telegram  this  afternoon. 

Mr.  Hadlbt.  As  far  as  the  lease  agreement  is  concerned,  does  that 
have  any  material  bearing  upon  the  question  of  the  transfer  and 
sale  as  against  the  other  contract!  If  it  is  material,  we  might  want 
to  see  it.    Otherwise,  it  is  of  no  consequence. 

Mr.  CosGRovB.  Well,  it  should  be  considered ;  but  just  what  its  legal 
effect  is  is  a  little  difficult  for  one  to  state  offhand.  At  least,  I  would 
not  want  to  say  anything  here  that  might  jeopardize  the  Fleet  Cor- 
poration later  on. 

Mr.  Hadutt.  No:  I  am  not  asking  you  for  any  opinion  upon  it; 
but  could  you  produce  a  copy  of  the  lease  agreement  for  our  in- 
spection ! 

Mr.  CosGROVB.  Yes ;  I  will  gladly  do  that. 

Mr.  Hadlet.  That  was  all  I  was  coming  to,  in  the  event  that  it 
develops  that  there  is  a  subsequent  contract  supplementary  to  the 
original  contract. 

Mr.  CosGRovE.  I  will  be  ^lad  to  get  it  for  you. 

Mr.  HADI4ET.  That  is  all.  , 

The  Chairman.  Have  you  any  questions,  Mr.  Foster! 

Mr.  Foster.  No,  sir. 

The  Chairman.  The  committee  will  now  go  into  executive  session. 

Mr.  Cosgrove,  we  will  ask  you  to  remain  with  us. 


SHIPPING  BOARD  OPERATIONS.  401 

(Whereupon,  at  6  o'clock  p.  m.,  the  committee  went  into  executive 
tesion,  at  the  expiration  of  which  the  open  hearing  was  resmned, 
as  follows :) 

The  Chairman.  Now,  Mr.  Cosgrove,  you  stated  you  jotted  down 
some  notes  that  you  thought,  perhaps,  we  might  like  to  have. 

Mr.  Cosgro^t:.  Yes,  sir.  There  was  one  item  that  I  noticed  this 
afternoon  in  the  testimony  of  Mr.  Kuhns.  I  do  not  think  you  got 
•  from  that  statement  the  point  that  I  had  in  mind  when  I  gave  it  to 
you.  Some  time  prior  to  the  1st  of  May,  Mr.  Kuhns  telegraphed 
me,  as^e  stated,  and  asked  me  for  an  engagement.  I  met  him  and 
he  asked  me — ^he  said  he  had  an  idea  that  Mr.  Sloan  was  going  to 
ask  for  information,  and  he  asked  me  if  he  should  give  it  to  him. 
I  told  him  of  course  he  should  give  it  to  him;  he  had  a  right  to 
have  it;  but  I  cautioned  him,  saying  if  he  gave  him  any  iniorma- 
tion,  that  I  requested  he  give  the  same  information  to  the  Fleet 
Corporation,  and  that  if  he  had  any  conversation  with  him,  that  it 
would  be  an  act  of  wisdom  to  have  some  representative  of  the  Fleet 
Corporation  present,  so  that  there  would  be  no  misunderstanding 
afterwards  of  what  the  conversation  was.  He  went  away  and  Capt. 
Magee  was  acting  then  as  district  manager.  He  called  me  down  one 
afternoon  and  said,  "  Mr.  Higgs  has  phoned  me  from  Olympia  " — 
Mr.  Higgs  is  the  comptroller  there — ^"  that  Mr.  Higgs  is  working 
feverishly  preparing  a  report  for  somebody,  and  he  won't  tell  me 
who  it  is  for."  Now,  at  this  time  none  of  us  knew  that  Mr.  Dowsey 
was  here.  We  had  no  information  about  him ;  at  least,  I  had  not,  and 
we  could  only  guess  it  was  an  effort  to  prepare  some  sort  of  a  special 
report  for  the  benefit  of  Mr.  Sloan  or  to  be  used  against  the  Fleet 
Corporation,  and  it  did  not  seem  to  be  quite  the  proper  thing.  So 
Magee  called  him  up  and  demanded  that  ne  tell  him  what  the  report 
was  about;  to  whom  he  was  giving  it.  He  refused  to  give  it.  I 
called  to  San  Francisco  then,  and  came  back  a  little  while  later,  and 
in  the  meanwhile  Mr.  Dowsey  had  appeared  and  had  been  found 
dead  here.  When  Mr.  Manson  cama  out  he  called  Mr.  Kuhns  and 
we  discovered  this  rather  curious  situation. 

Mr.  Kuhns  said  the  first  he  had  ever  seen  of  Mr.  Dowsey  was  when 
Mr.  Philip  Sloan  appeared  and  presented  him,  introduced  him,  and 
vouched  for  him,  and  Mr.  Dowsey  vouched  for  himself;  then  it  was 
they  asked  for  this  report,  both  Sloan  and  Dowsey.  Kuhns  told 
Manson — ^and  I  was  there  at  the  time — ^that  he  had  never  heard  of 
any  improper  practices  on  the  part  of  the  local  office  or  any  embar- 
rassment in  his  oiBce  which  were  not  common  to  other  contractors 
building  ships  for  the  Fleet  Corporation  until  Mr.  Dowsey  and  Mr. 
Sloan  told  him.  He  prepared  this  report  in  triplicate,  keeping  one 
copy  and  giving  a  copy  to  Sloan,  and  giving  one  to  Dowsey.  They 
were  especially  enjoined  against  giving  this  report  to  any  one,  and 
particularly  to  any  one  in  this  office.  I  had  no  objection  to  their 
tarnishing  Mr.  Dowsey  reports,  but  the  whole  matter  seemed  to  be 
a  rather  official  effort  devoted  toward  getting  material  to  fall  im- 
mediately into  the  hands  of  a  contractor  about  to  make  the  claim 
against  the  Government,  which  was  immediately  turned  to  the  con- 
tnictor  to  use  by  him  in  his  claim. 

17706S— 20— PT 1 28 


402  SHIPPING  BOARD  OPERATIONS. 

Personally,  I  feel  that  if  there  would  have  been  war  at  the  time 
and  the  Sloan  corporation  had  been  an  alien  enemy,  or  Mr.  Sloan 
an  alien  enemy,  and  any  man  actina^  in  the  capacity  of  Mr.  Dowsey 
would  aid  any  alien  enemy  in  making  a  claim  against  the  Govern- 
ment, it  would  be  committing  treason. 

Mr.  Kelijby.  Just  a  question,  Mr.  Walsh,  if  you  do  not  mind. 

I  suppose  at  the  head  office  at  Philadelphia  there  is  a  secret-service 
department  ? 

Mr.  CosGRO^^.  Yes,  sir;  I  understand  there  is. 

Mr.  Kelley.  And  that  Mr.  Dowsey  was  a  representative  /)f  that 
department? 

Mr.  CosGROVE.  I  believe  he  was. 

Mr.  Kelley.  Now,  in  the  course  of  any  employment  under  the 
Emergency  Fleet  Corporation,  in  your  employment,  or  in  any  other, 
or  in  the  course  of  any  one,  would  it  not  be  the  duty  of  an  employee 
to  furnish  information  to  the  Secret  Service. 

Mr.  CosGROVE.  Yes,  sir. 

Mr.  Kelley.  And  communicate  that  that  investigation  was  being 
made  ? 

Mr.  CosoRO\T!:.  Yes,  sir ;  but  it  was  not  his  duty  to  furnish  it  to  a 
contractor  about  to  make  a  claim  against  the  Government. 

Mr.  Foster.  Your  objection  is  to  the  Sloan  angle  of  it,  as  it  seemed 
to  you  ? 

Mr.  CosGRoyE.  Wholly ;  no  other  way  do  I  have  any  interest  in  it. 

Mr.  Kelley.  I  judge  from  what  Mr.  Kuhns  said  he  felt  he  was 
protected  by  the  fact  that  he  had  followed  instructions  from  the 
home  office? 

Mr.  CosGROVE.  I  think  Mr.  Kuhns  was  very  simple  in  the  whole 
matter,  and  nothing  else.  I  rather  criticize  the  plant  protection  for 
coming  in  in  that  report  with  that  information  and  turning  it  over 
to  a  contractor  to  be  used  as  a  basis  of  a  claim. 

Mr.  Kelley.  Did  Mr.  Kuhns  turn  over  a  copy  of  Mr.  Dowsey's 
report  to  Mr.  Sloan? 

Mr.  Cosorove.  Yes. 

Mr.  Kelley.  And  Mr.  Dowsey  did  not  do  that  himself? 

Mr.  CosGROVE.  Well,  they  were  both  cognizant  of  it,  so  I  imder- 
stand  from  Mr.  Kuhns. 

Mr.  Kelley.  Would  you  rather  not  consider  that  Mr.  Dowsey  was 
the  superior  officer  of  Mr.  Kuhns  in  the  whole  transaction,  and  that 
it  was  his  duty  to  take  whatever  attitude  the  superior  officer  advised 
him  to  take? 

Mr.  Cosgrove.  Well,  I  should  think  not;  no,  sir. 

Mr.  Kelley.  Suppose  the  Secret  Service  Department  should  come 
to  your  office? 

ifr.  CosGRo^TJ.  No  Secret  Service  Department  would  come  to  my 
office  and  help  me  to  build  up  a  claim  against  the  Government. 

Mr.  Keli^y.  No ;  but  suppose  the  Secret  Service  Department  sent 
their  special  representative  to  your  office  properly  credentialed 

Mr.  Cosgrove.  Yes,  sir. 

Mr.  Kelley  (continuing),  and  the  manager  should  find  out  he 
was  there,  and  called  you  up.  Would  you  tell  him  what  you  had 
learned :  would  you  tell  the  district  manager? 

Mr.  Co8GRO\'E.  Who;  the  district  manager  of  the  Fleet  Corpora- 
tion? 
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Mr.  Kellet.  Yes. 

Mr.  CosGROVE,  I  think  I  would  try  some  way  not  to  divulge  any 
information,  I  guess,  and  at  the  same  time  keep  myself  square  with 
my  superior. 

Mr.  Kellet.  But  you  would  destroy  your  whole  Secret  Service 
force  that  way.  The  Secret  Service  would  not  be  of  any  avail,  if 
an  officer  was  cognizant  of  the  fact  of  a  special  investigation  in  the 
community. 

Mr.  CosoROVE.  I  am  not  criticizing  Mr.  Kuhns  for  refusing  to 
tell  us. 

Mr.  Foster.  It  was  giving  it  to  the  Sloans  ? 

Mr.  CosGROA^.  But  for  giving  it  to  Mr.  Sloan,  coupled  with  the 
fact  that  Sloan  brought  the  Secret  Service  officer  to  the  man  and 
introduced  him.  That  has  led  me  to  believe  that  the  Secret  Service 
Department  was  working  hand  in  glove  with  Mr.  Sloan  to  build 
np  a  claim  rather  than  in  behalf  of  the  Fleet  Corporation. 

Mr.  Foster.  That  possibly  caused  you  to  assume  that  the  Secret 
Service  had  an  interest  in  the  Sloan  claim  ? 

Mr.  Cosgrove.  I  did  not  indulge  in  any  such  idea  as  that,  but  it 
may  be  so. 

The  Chairman.  Did  I  understand  you  to  say  that  report  by  Mr. 
Dowsey  was  handed  to  Mr.  Sloan? 

Mr.  Cosgrove.  No,  no;  the  report  that  Mr.  Kuhns  made  to  Mr. 
Dowsey. 

The  Chairman.  You  answered  Mr.  Kelley  that  it  was  the  report 
that  Mr.  Dowsey  made  that  was  handed  to  Mr.  Sloan.  You  mis- 
understood the  question? 

Mr.  Cosgrove.  I  misunderstood  it;  certainly. 

The  Chairman.  It  was  this  report  which  Mr.  Kuhns  prepared, 
and  which  might  be  the  basis  of  a  claim  by  Mr.  Sloan  against  the 
Fleet  Corporation? 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman.  That  was  handed  by  Mr.  Kuhns  to  Mr.  Sloan? 

Mr.  Cosgrove.  Yes,  sir. 

The  Chairman.  A  copy  of  it? 

Mr.  Cosgrove.  Yes,  sir. 

Mr.  Kellet.  But  Mr.  Kuhns's  answer  to  that  is  that  he  did  follow 
out  your  instruction,  in  that  while  he  did  give  this  to  Mr.  Sloan,  he 
also  gave  a  copy  to  the  Fleet  Corporation,  which,  it  is  true,  is  it  not, 
was  represented  by  Mr.  Dowsey,  a  specially  accredited  representa- 
tive? 

Mr.  Cosgrove.  Don't  misunderstand  me.  I  am  not  criticizing  Mr. 
Euhns.    He  was  rather  nonplussed  and  up  against  it. 

Mr.  Kelubt.  Your  complaint  is  that  he  really  gave  Mr.  Sloan 
this  copy  without  giving  the  local  office  here  a  copy  ? 

Mr.  Cosgrove.  No  ;  I  do  not  think  Mr.  Sloan  had  any  copy  com- 
ing of  a  secret  nature  that  was  given  to  the  secret  branch  of  the 
Government.  Certainly  if  Mr.  Sloan  is  entitled  to  a  copy,  we  are 
entitled  to  a  copy. 

Mr.  Hadlet.   xou  mean  the  local  office  here ? 

Mr.  Cosgrove.  Yes,  sir. 

Mr.  Hadlbt.  Of  course,  the  Fleet  Corporation  has  a  copy  now 
through  Mr.  Dowsey? 
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Do  I  understand  your  position  to  be  that  the  Secret  Service  agent 
was  securing  certain  information  for  your  principal  t 

Mr.  CosQROVB.  And  giving  it  away. 

Mr.  Hadlet.  And  turning  it  over  to  a  stranger? 

Mr.  CosGROVE.  Not  only  a  stranger,  but  an  aaversary. 

Mr.  Kellet.  Bringing  your  legal  fiction  into  play  here,  tiiafe  Mr. 
Kuhns  was  the  representative  of  the  Sloans  and  not  a  representative 
of  the  Shipping  Board,  what  is  wrong  about  that? 

Mr.  CosGROVE.  You  get  back  again.  I  am  not  criticizing  Mr. 
Kuhns.  I  am  criticizing  this  plant-protection  department  coming 
in  and  doing  as  they  did,  working  hand  in  glove  with  Mr.  Sloan. 

Mr.  Kelij5t.  Do  you  mean  by  that  that  you  would  be  perfectly 
happy  if  they  had  come  to  any  other  person  than  Mr.  Sloan? 

Mr.  CosGROVB.  Personally,  it  does  not  matter  to  me.  We  have 
not  anything  in  the  office  that  the  Secret  Service  department  can 
not  have,  but  I  do  not  want  any  contractor  coming  around  and 
introducing  him. 

The  Chairman.  I  did  not  get  that  angle  of  it  while  I  was  in- 
quiring.    I  must  confess  I  did  not  get  that  angle. 

Mr.  CosGRovE.  It  might  not  appeal  to  the  rest  of  you  like  it  does 
to  me,  but  it  rather  outrages  my  sense  of  the  proprieties. 

The  Chairman.  It  did  not  make  that  impression  on  me  then  as 
you  now  present. 

Is  there  any  other  matter? 

Mr.  CosGROVE.  The  Almey  boilers  referred  to  by  Mr.  Kuhns  that 
were  rejected  by  the  American  Bureau  of  Shipping,  as  he  told  you; 
and  some  time  since  I  was  called  upon  to  give  an  opinion  to  the 
district  manager  in  response  to  a  letter  from  Mr.  Kuhns  as  to  what 
should  be  done;  and  the  opinion  was  given  then  to  Mr.  Frick  and 
passed  on  to  Mr.  Kuhns  that  Mr.  Kuhns,  as  representative  of  the 
oloan  Shipyards  Corporation,  should  do  what  good  business  de- 
manded of  him.  Under  our  mortgage  this  property  was  appor- 
tioned, and  the  Fleet  Corporation  had  a  right  to  release  that  prop- 
erty from  under  the  mortgage  first;  and  I  suggested  that  it  do  so, 
with  the  request  that  the  funds  received,  if  any,  be  put  again  into 
the  controlled  fund. 

I  think  there  were  a  number  of  other  matters  that  the  Sloan  Co. 
has  had  up  before  me  that  I  remember.  I  do  not  know  whether  yon 
want  them  or  not.    They  are  small  and  not  of  very  groat  importance. 

The  Chairman.  You  might  mention  them,  if  it  will  not  take  too 
long. 

Mr.  CosGRovE.  Well,  Mr.  Kuhns  found  trouble  on  hand  on  account 
of  a  scow  which  had  been  used  to  haul  lumber  from  the  Wisconsin 
Timber  Co.'s  yard  to  the  Anacortes  plant,  which  had  sunk,  and  there 
was  a  loss  of  lumber,  and  a  quarrel  between  the  tugboat  c<Hnpany 
and  the  Wisconsin  Timber  Co.  took  place  as  to  who  should  pay  the 
loss.  That  was  brought  to  me.  The  result  was  that  I  finally  told 
Mr.  Kuhns,  after  giving  him  voluntary  friendly  advice,  that  when 
it  came  seriously  to  anything  else  he  had  better  consult  another 
counsel,  which  he  did. 

The  Olympia  concern,  the  Sloan  Shipyards  Corporation,  per- 
mitted the  assessor  of  Thurston  County  to  assess  the  property  in  the 
yards  belonging  to  the  Fleet  Corporation. 
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The  Chairman.  As  the  property  of  the  Sloan  yards? 
Mr.  CosGROVE.  As  the  property  of  the  Sloan  yards.  That  came  to 
me,  and  I  refused  to  take  any  action  in  the  matter  until  the  assessor 
attempted  to  perfect  distraint,  and  I  suggested  to  Mr.  Kuhns  that  as 
the  corporation  was  interestea,  and  if  there  were  any  legal  steps  to 
be  takem  he  had  better  get  another  counsel,  which  he  did. 

Mr.  Krixxtt.  Was  it  the  practice  in  this  State  that  you  have  a 
board  of  review  that  would  insure  that  if  you  got  it  in  time? 

Mr.  Cosgrove.  Yes;  but  I  think  it  was  by  that  time. 

Mr.  Kellet.  That  time  had  gone  by  ? 

Mr.  Cosgrove.  And  I  had  very  little  hope  of  getting  by.  Capt. 
Bustad  was  in  error  this  morning  in  the  matter  of  the  Meacham  & 
Baboock  work.  The  receivership  happened  in  that  yard  after  the 
strike  here  was  over  and  while  the  yard  was  going,  and  some  con- 
siderable work  has  been  done  there  smce. 

If  it  is  not  material  to  you,  I  do  not  want  to  call  it  to  your  at- 
tention, but  we  are  now  trying  to  persuade  the  home  office  to  finish 
the  one  vessel  on  the  ways  to  the  point  of  laundiing,  and  the  home 
office  has  practically  agreed  to  that.  They  put  so  many  strings  on  us 
that  we  never  can  get  the  receiver  and  the  home  office  together;  so 
I  do  not  know  where  we  are. 

The  same  conditions,  so  far  as  those  hulls  are  concerned,  apply  to 
Neilson  &  Kelez,  and  two  at  Tacoma  Ship  Co.,  and  there  are  two 
or  three  at  the  Puget  Sound  Bridge  &  Dredging  Co.,  though  they 
have  just  laundied  a  very  fine  vessel  at  the  Fuget  Sound  Bridge  & 
Dredging  plant.  It  is  a  5,000-ton  Geary  type,  too  big  for  a  barge, 
and  we  (&  not  know  what  to  do  with  it.  We  feel  that  the  shipbuild- 
ing industry  warrants  the  Government  in  making  an  experiment  with 
this  particular  vessel  to  the  point  of  putting  her  in  operation.  It  is 
one  of  the  few  that  looks  as  if  it  might  make  a  success. 

Mr.  Kjslust,  That  is  a  steel  ship  f 

Mr.  Cosgrove.  No;  it  is  a  wood  ship.  The  men  who  claim  to 
know^  around  this  vicinity  say  that  that  is  an  especially  good  wood 
ship,  very  fine  design.  It  carries  a  larger  cargo  than  any  two  of  the 
other  ships,  and  if  any  wood  ships  are  successful,  it  ought  to  be. 

The  Chairman.  Anything  else,  Mr.  Cosgrove? 

Mr.  Cosgrove.  I  think  that  is  all. 

The  Chairman.  We  will  adjourn  here  until  9.15  o'clock  to-morrow. 

(Whereupon,  at  6.35  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Thursday,  August  28,  1919,  at  9.15  o'clock  a.  m.  at  the 
same  place.) 


Select  Committee  on  United  States 

Shipping  BoAiiD  Operations, 

House  or  Bepresentatives, 
Seattle,  Wash,,  Thursday,  August  28, 1919. 

The  committee  met  at  10.10  o'clock  a.  m..  and  immediately  went  into 
executive  session,  after  which,  at  10.45  o'clock  a.  m.,  it  resumed  its 
open  hearings. 

Present:  Hon.  Joseph  Walsh  (chairman)  presiding,  Hon.  P.  H. 
Kelley,  Hon.  L.  H.  Hadley,  and  Hon.  I.  M.  Foster. 
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TESTIMOITT  OF  HON.  CLAY  ALLEN,  JXTBOE  OP  THE  STTFERIOB 

COXTET,  SEATTLE,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Judge  Allen,  what  is  your  full  name? 

Judge  Allen.  My  full  name  is  Clay  Allen. 

The  Chairman.  What  official  position  do  you  hold  in  the  State 
of  Washington  at  the  present  time? 

Judge  Allen.  I  am  judge  of  the  superior  court  at  present. 

The  Chairman.  How  long  have  you  been  judge  of  the  superior 
court? 

Judge  Allen.  Since  April  15,  1918. 

The  Chairman.  Prior  to  that  time  did  you  hold  any  position  in 
this  section? 

Judge  Allen.  Prior  to  that  time,  with  one  day  intervening,  I  was 
United  States  attorney  for  the  western  district  of  Washington  for  a 
period  of  something  over  four  and  a  half  years. 

The  Chairman.  And  you  have  resided  here  in  Seattle  during  all 
of  that  time,  while  you  were  United  States  attorney  and  judge  of  the 
superior  court? 

Judge  Allen.  I  have  resided  here  something  over  16  jears. 

The  Chairman.  Does  the  Superior  Court  of  Washington  have 
jrisdiction  over  receivership  matters? 

Judge  Allen.  It  does.    It  is  a  court  of  general  jurisdiction. 

The  Chair^i AN.  At  any  time  did  the  superior  court  of  this  State 
have  before  it  the  matter  of  receivership  of  the  Meacham  &  Babcock 
Corporation,  which  was  engaged  in  constructing  ships  under  a  con- 
tract with  the  Emergency  Fleet  Corporation? 

Judge  Allen.  The  matter  came  before  me  in,  I  should  judge, 
February  or  March.  The  exact  date  can  be  ascertained.  That  was 
by.  assignment  from  department  No.  1,  in  due  course  of  business. 

The  Chairman.  Bv  whom  was  that  assignment  made  ? 

Judge  Allen.  Well,  I  won't  say,  but  I  think  Judge  Tallman  was 
then  presiding  in  department  No.^1. 

The  Chairman.  In  those  proceedings  who  represented  the  Emer- 
gency Fleet  Corporation  ? 

Judge  Allen.  So  far  as  the  appointment  of  the  receiver  was  con- 
cerned, the  original  application  was  made  by  Mr.  Terhune,  who  rep- 
resented one  or  more — maybe  several — creditors,  and  he  told  me  at 
the  time  of  the  ori^nal  application  that  he  spoke  by  and  with  the 
authoritv  of  the  Shipping  Board  or  its  local  representatives. 

The  Chairman.  I  forgot  to  ask  you  at  the  outset,  Judge :  You  are 
appearing  before  this  committee  under  a  subpoena  issued  under  the 
seal  of  the  House  of  Representatives,  bearing  the  signature  of  the 
Speaker  and  countersigned  by  the  Clerk? 

Judge  Allen.  I  am. 

The  Chairman.  Which  was  served  upon  you  this  morning? 

Judge  ALiiEN.  Yes. 

The  Chairman.  At  any  time  during  the  proceedings  in  connec- 
tion with  the  appointment  of  this  receiver,  did  any  other  attorney 
besides  Mr.  Terhune  appear  as  representing  the  ^Emergency  Fle^ 
Corporation? 
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Jud^  Allen.  I  do  not  want  the  impression  to  be  left  in  the  record 
that  Mr.  Terhune  represented  himseli  as  connected  in  any  capacity 
directly  with  the  Emergency  Fleet  Corporation. 

The  Chairman.  He  represented  the  creditors  ? 

Judge  Allen.  He  represented  the  creditors  in  the  original  appli- 
cation, which  was  made  in  open  court.  At  that  time  he  recommended 
the  appointment  of  Capt.  Dawson  as  temporary  receiver,  stating 
that  Capt.  Dawson  was  acceptable  to  the  public,  the  United  States 
officers,  meaning  thereby  and  having  reference  to  the  men  connected 
with  the  Shippmg  Board  generally. 

The  Chairman.  At  that  time,  was  there  any  person  present  repre- 
senting the  Fleet. Corporation  or  this  district  office? 

Judge  Allen.  I  do  not  think  Mr.  Cosgrove  was  there.  My  impres- 
sion is  that  he  was  not.  If  he  was,  he  took  no  part,  as  far  as  I 
can  recall,  in  the  statement  made  in  the  court.  At  that  time  I  did 
'not  knOw  Capt.  Dawson,  if  that  is  his  title.  I  did  not  know  him 
personally.  The  appointment  was  made  simply  upon  the  recom- 
mendation of  Mr.  Terhune,  that  he  was  a  man  of  good  standing,  and 
that  his  appointment  would  be  acceptable  to  the  United  States 
officers. 

The  Chairman.  Now,  at  any  other  time,  did  any  attorney  appear 
before  you,  either  in  open  court  or  in  chambers,  representing  the 
Fleet  Corporation  or  the  district  office  here? 

Judge  Allen.  At  a  later  date — ^how  far  removed  in  point  of  time 
I  could  not  at  this  moment  tell ;  it  was  just  a  few  days,  however — Mr. 
Terhune  and  Mr.  Cosgrove  came  to  me  in  chambers,  and  took  up  the 
matter  of  the  appointment  of  a  permanent  receiver,  the  receiver  who 
would  administer  the  affairs  of  the  concern  pendente  lite,  or  until 
it  was  finally  disposed  of ;  and  in  the  course  of  this  conversation  the 
name  of  Capt.  Blain  was  mentioned.  I  do  not  know  whether  the 
name  was  mentioned  originally  by  Mr.  Terhune  or  by  Mr.  Cosgi'ove, 
but  both  of  these  gentlemen  were  there  urging  that  appointment, 
and  aligned  as  a  reason  for  the  appointment  of  Capt.  Blain  that 
the  Shipping  Board  officials  would  have  great  confidence  in  him  and 
would  advance  the  large  sums  of  money  necessary  to  carry  to  com- 
pletion the  ships  then  on  the  ways  at  the  Meacham  &  Babcock  plant. 

This  conversation,  while  not  extended,  lasted  through  prooably 
15  or  20  minutes.  Mr.  Cosgrove  was  quite  positive  that  Capt.  Blain 
should  be  appointed.  I  told  both  of  them  that,  for  reasons  which  I 
did  not  assign — the  reasons  which  I  have  assigned  here  to  the  com- 
mittee in  confidence  were  not  given  to  these  gentlemen  at  the  time — 
but  I  told  them,  for  reasons  which  it  appeared  to  me  when  I  was 
United  States  Attorney  for  the  district,  that  I  did  not  regard  Capt. 
Blain  as  a  man  whom  1  personally  wanted  to  select  or  appoint. 

I  found  it  necessary,  or  at  least  I  suggested  to  Mr.  Cosgrove, 
that  I  did  not  feel  that  he  should  suggest  to  me  that  the  shipping 
officers  of  the  United  States  Shipping  Board,  who  are  Government 
officers,  would  attempt  to  dictate  to  a  judge  here,  or  anywhere  else. 
just  whom  he  should  appoint  to  an  office  of  that  kind.  The  only 
concern,  as  I  viewed  it,  that  they  had  was  that  he  should  be  a  man 
of  integrity  and  ability  to  carry  on  the  work  of  the  concern. 

The  matter  was  then  taken  up  later,  and  Mr.  Terhune  came  back 
to  me  and  suggested  the  continuation  then  of  Capt.  Dawson;  that 
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is,  that  he  be  continued  as  temporary  receiver  over  as  permanent  re- 
ceiver. I  was  not  unfriendly,  in  so  far  as  Capt.  Dawson  was  con- 
cerned, although  I  did  not  know  the  man,  but  1  was  disposed  to  ap- 
point him.  as  he  was  the  positive  selection  of  the  Shipping  Board 
officials,  it  I  found  nothing  objectionable  regarding  him.  I  made 
some  inquiry,  and  suggested  that  Capt.  Dawson  come  in  and  see  me 
personaUy,  that  I  wanted  to  see  the  man  and  meet  him.  He  came 
in,  and  I  talked  about  the  matter,  and  I  even  asked  him  for  a  ref- 
erence, whom  he  know  and  I  knew,  so  that  I  might  inquire  about 
him. 

At  a  still  later  date,  it  was  brought  to  my  attention,  in  the  way 
that  I  have  heretofore  disclosed  to  the  committee  confidentially, 
that  at  a  creditors'  meeting  the  name  of  Capt.  Dawson  was  sug- 
gested and  advanced,  as  reported  to  me,  by  Mr.  Cosgrove.  Whether 
that  is  true  or  not  I  do  not  know.  At  the  occasion  of  this  meeting 
they  represented  to  the  creditors  that  if  they  did  not  indorse  ana 
approve  and  secure  the  appointment  of  Capt.  Dawson,  their  claims 
would  not  be  paid  with  the  same  degree  of  promptness,  at  least, 
that  they  would  be  paid  if  he  was  appointed. 

I  talked  to  Mr.  Thorgrimson,  wno  had  appeared  in  the  mean- 
time for  the  Meacham  &  Babcock  Co.  Thorgrimson  came  to  me 
with  either  Meacham  or  Babcock,  and  told  me  that  they  had  at- 
tempted to  get  an  opportunity  to  see  their  own  books,  or  the  books 
of  their  own  concern,  and  Capt.  Dawson  had  declined  to  do  so. 
Both  sides  appeared,  then,  in  my  chambers,  and  I  told  Mr.  Terhune 
that  I  did  not  think  that  was  proper ;  I  thought  this  man  should  be 
permitted  to  see  the  books  of  his  concern,  and  after-  that  he  said 
that  the  man  whom  Meacham  &  Babcock  were  disposed  to  select 
was  a  man  whom  they  thought  was  guilty  of  some  irregularities 
while  attached  to  the  concern.  But  I  insisted  it  should  be  done.  Mr. 
Thorgrimson  told  me  afterwards  that  Capt.  Dawson  did  not  comply 
in  good  faith  with  my  suggestion ;  but  when  the  matter  came  on  to 
be  neard,  this  information  having  been  carried  to  me,  I  called  it 
to  the  attention  of  the  members  of  the  committee  from  this  creditors' 
association,  who  were  present,  and  told  them  that  I  understood  those 
representations  had  been  made  to  them,  and  that  I  was  satisfied 
that  Government  officers  who  knew  their  own  proper  attitude  toward 
things  would  not  take  that  position.  That,  so  far  as  I  was  con- 
cerned, no  such  representations  would  carry  weight,  and  for  that 
reason  I  would  not  appoint  Capt.  Dawson. 

So  I  appointed  William  Pigott  and  Charles  G.  Heifner.  I  tele- 
graphed at  once  to  Mr.  Pigott,  and  he  telegraphed  me  within  a  day 
or  so  that  he  could  not  accept,  that  he  was  then  in  an  eastern  city. 
^  The  Chairman.  Do  you  know  whether  or  not  Mr.  Pigott  at  that 
time  was  connected  with  the  Shipping  Board  or  the  district  office 
here? 

Judge  Allen.  Not  to  my  knowledge.  I  was  under  the  impression, 
at  least,  that  his  relation  had  been  severed  months  prior  to  that  time; 
I  should  say  six  months  or  more. 

The  Chairman.  At  any  time  during  these  hearings,  in  court  or  in 
chambers,  did  Mr.  Cosgrove  oppose  the  appointment  of  Capt.  Blain 
as  receiver? 

Judge  Allen.  Certainly  not;  never. 
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The  Cel^irman.  As  I  understood  you,  he  did  state  that  it  was  the 
desire  of  the  Government  officials  and  the  Fleet  Corporation  that 
Capt.  Blain  should  be  appointed? 

Judge  ALI4EN.  At  this  conversation,  Mr.  Chairman,  he  assumed, 
as  a  matter  of  course,  that  a  judge  wanted  to  carry  out  any  plan 
which  would  further  interests  of  the  Federal  Government,  and  in 
that  assumption  he  was  right,  so  far  as  I  was  concerned.    He  was 
talking  with  the  right  man ;  but  when  he  told  me  that  the  Govern- 
ment officials  at  Washington  were  picking  out  the  individual,  and 
I  had  had  personal  reasons  to  think  that  that  individual  was  not  a 
desirable  one  for  the  appointment,  then  I  pointed  out  to  him  in  the 
course  of  the  conversation,  "  This  is  the  man  who  has  directed  the 
affairs  of  this  concern  indirectly  for  the  Government."    Meacham  & 
Babcock  were  complaining,  because  Thorgrimson  had  complained 
to  me  that  they  would  not  pay  them  the  money  due  them,  and  the  fact 
that  the  local  officers  would  not  pay  them  the  money  due  them,  and 
the  fact  that  the  local  officers  would  not  pay  them  the  money  due  was 
the  reason  that  was  bringing  about  their  insolvency.    I  said,  « If 
that  is  true,  and  Capt.  Blain  is  the  local  man  who  directs  the  activ- 
ities of  these  interests,  I  have  had  enough  exi>erience  in  Government 
service  that  I  must  know,  and  I  do  know,  that  if  there  is  anything 
wrong  in  Capt.  Blain's  office,  he  could  make  insolvent  and  could 
min  any  one  of  these  shipbuilding  plants  in  the  Pu^t  Soimd  coun* 
try,  and  for  that  reason  he  is  not  tne  man  to  appomt  to  that  posi- 
tion, if  for  no  other  reason." 

Mr.  Foster.  You  told  that  to  Mr.  Cosgrove? 

Judge  Allen.  Yes. 

The  Chairman.  Do  you  know  whether  or  not  the  finance  division 
of  the  Fleet  Corporation  opposed  the  appointment  of  a  receiver  for 
Meacham  &  Babcock? 

Judge  AxLEN.  Whether  who  did? 

The  Chairman.  The  finance  division  of  the  Emergency  Fleet 
Corporation. 

Judge  AixEN.  No ;  I  never  heard  of  it 

The  Chairman.  Did  any  representative  here  come  before  you? 

Judge  Alusn.  I  never  heard  of  it. 

The  Chairman.  In  your  capacity  as  United  States  attorney,  you 
had  occasion  to  consider  matters  relating  to  the  operation  of  the 
Emergency  Fleet  Corporation  in  this  territory  from  time  to  time,  I 
assume? 

Judge  Allen.  Well,  that  was  possibly  a  very  small  amount  of  my 
general  ^ief . 

The  Chairman.  But  there  were  some  matters  brought  to  your 
attention  ? 

Judge  Allen.  Yes. 

The  Chairman.  That  is  all  I  have  to  ask.  Have  you  any  questions, 
Mr.  Kelley? 

Mr.  Kellet.  No. 

The  Chairman.  Have  you  any  questions,  Mr.  Hadley  ? 

Mr.  Hadlet.  No. 

The  Chairman.  Mr.  Foster  ? 

Mr.  Foster.  After  you  had  made  these  statements  to  Mr.  Cosgrove, 
I  take  it  he  still  contended  that  Capt.  Blain  should  be  appointed  ? 
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fJud^e  Allen.  Weil,  Mr.  Foster,  I  suppose  I  am  known  among  my 
friends  and  acquaintances  as  a*i'atlier  positive  man.  After  I  had. 
told  him  that  1  thought  no  conscientious  Government  officer  at 
Washington  would  try  to  tell  a  judge  out  here  what  he  should  do, 
I  think  lie  rather  stopped  there.    I  do  not  think  he  persisted  then. 

Mr.  Foster.  Well,  he  continued  advocating  the  appointment  of 
Capt.  Blain  imtil  you  delivered  that  ultimatum  ? 

Judge  Allen.  Oh,  yes. 

Mr.  Foster.  I  think  that  is  all. 

The  Chairman.  I  think  that  is  all,  Judge,  and  we  are  very  much 
obliged  to  you,  sir. 

(witness  was  excused.) 

The  Chairman.  Mr.  Kuhns,  I  understand  that  you  desire  to  cor- 
rect a  statement  that  you  made  yesterday  ? 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  All  right;  we  will  permit  you,  if  you  will  sit 
down  there. 

TESTIMONY  OF  MK.  JESSE  C.  KXTHNS,  MANAOEB  SLOAN  SHIP- 
TABDS  COBPOEATION,  OLYMPIA,  WASH.— Beaumed. 

The  Chairman.  Mr.  Kuhns,  you  testified  before  the  committee 
yesterday  at  some  length,  and,  upon  reflection,  there  are  one  or  two 
matters  that  you  desire  to  correct  or  clear  up ! 

Mr.  Kuhns.  Yes,  sir. 

The  Chairman.  What  matters  are  those,  please? 

Mr.  Kuhns.  When  the  telegram  of  Capt.  Blain,  of  last  October, 
asking  that  the  Sloan  shipyards  be  turned  over  to  some  other  yards— 
when  that  was  shown  me  yesterday,  I  said  I  had  been  told  that  the 
day  before ;  and,  after  reflection  and  talking  with  Mr.  Sloan,  I  found 
that  I  had  gotten  another  incident  similar  to  it  confused.  He  had 
told  nie  the  day  before  that,  prior  to  my  gong  to  Olympia,  Mr.  Pigott 
was  discouraged  about  prospects  there;  that  he  was  thinking  of 
turning  contracts  over  to  other  yards,  and  he  mentioned  Grant  Smith- 
Porter,  Aberdeen,  as  the  yard.  He  did  not  state  that  that  had  ever 
been  taken  up  with  the  home  office,  or  anything  of  the  sort. 

When  the  question  was  asked  me  yesterday,  on  the  spur  of  the 
moment,  I  thought  that  that  was  the  incident  you  were  referring  to. 

Mr.  Kellbt.  So  that  this  telegram,  to  which  we  actually  did  call 
your  attention,  you  had  never  heard  of  at  all? 

Mr.  Kuhns.  Never  had  heard  of  it  at  all ;  no,  sir. 

TESTIMONT  OF  MK.  OEOBOE  P.  DEANE— Besumed. 

The  Chairman.  Mr.  Deane,  we  asked  you  to  get  certain  informa- 
tion and  data  for  us  tlie  other  day.  Have  you  Tiad  time  to  get  the 
most  of  it? 

Mr.  Deane.  I  have  some  of  it,  sir ;  and  have  the  rest  in  preparation. 

The  Chairman.  Will  you  state  what  you  have  there;  just  the 
headings? 

Mr.  Deane.  Regarding  the  vouchers  for  repairs  to  the  Kaskaskia^ 
Bromilla^  and  Brompton  [reading] : 
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Skattle,  Wash.,  August  21,  1919. 
Memorandum. 
Mr.  G.  P.  Deane, 

District  Comptroller: 

1.  I  have  to  advise  that  we  have  no  record  in  this  office  of  having  paid  or 
having  been  presented  with  the  following  vouchers : 

Repairs  to  Kaskaskia $10,874.29 

Repairs  to  BrotneUa 25,719.16 

Repairs  to   Brampton 7,993.16 

2.  Hull  No.  57,  Kasknskid,  was  delivered  to  the  Operating  Division  on  July 
26,  1918:  hull  No.  998,  BromcVa,  on  September  21,  1918;  and  hull  No.  999, 
Broinptotu  on  April  18,  1919. 

P.  H.  Gna(}ey,  District  Auditor. 

The  Chairman.  Did  you  find  the  vouchers  for  them? 

Mr.  Deane.  We  have  never  paid  those  vouchers,  and  they  have 
never  been  submitted  to  our  office.  The  vessels  were  delivered  to  the 
Operating  Division;  the  Kaskaskia  on  July  26,  1918;  the  BromeUa 
on  September  21,  1918 ;  and  the  Brampton  on  April  18,  1919. 

The  Chairman.  So  the  reasonable  assumption  is  that  if  those  re- 
pairs have  been  paid  for,  they  were  paid  for  through  the  Division 
of  Operations? 

Mr.  Deane.  Yes,  sir. 

You  also  asked  for  a  list  of  the  Grays  Harbon  Motorship  Corpo- 
ration stockholders.  I  did  not  have  that  in  my  files,  but  I  have 
gotten  it  from  the  contractor  this  morning. 

(The  list  referred  to  is  as  follows:) 

Grays  Harbor  Motorship   Corporation — List  of  stockholder s  as  submitted   by 

•  contractor. 

M.  H.  Ward .1512,500 

A.  Schubach 12, 500 

W.  J.  Patterson 12,500 

Bruce  C.    Shorts 12,500 

Total  capital  stock  outstanding 50,000 

The  Chairman.  Showing  that  the  stockholders  in  the  Grays  Har- 
bor Motorship  Corporation  are  M.  R.  Ward,  A.  Schubach,  W.  J. 
Patterson,  and  Bruce  C.  Shorts.    As  of  what  date  was  that? 

Mr.  Deane.  That  is  of  to-day. 

The  Chairman.  As  of  to-day? 

Mr.  Deane.  I  got  that  from  them  this  morning. 

The  Chairman.  Do  you  know  who  the  stoclmolders  were  when 
they  secured  the  contract  with  the  Fleet  Corporation  ? 

Sir.  Deane.  I  could  not  state  definitely  on  that,  but  I  believe  they 
were  the  same  stockholders  as  they  have  there  to-day. 

You  also  asked  for  a  statement  of  comparative  deliveries  of  the 
Skinner  &  Eddy  Corporation  and  the  Seattle  Construction  Co.  as  of 
the  date  of  the  transfer  of  that  plant,  May  11,  1918. 
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(The  statement  referred  to  is  as  follows:) 

Deliveries  of  ships  to  May  11,  1918. 


By  Skinner  A  Eddy  Corporation: 
Requisitioned  ships^ 

Jeanette  Skinner 

Lieutenant  de  Mbsiessy 

Indiana 

West  Haven 

'  lYontoUte  (tankwr) 

West  Arrow 

Westlake 

Western  Queen 

Direct  contract  ships— 

Seattle.  No.  83 

Abnroka.  No.  84 

Canoga,  No.  85 

Oaslneke,  No.  86 

West  LJanga,  No.  1176 

Total  (IS^bips)  dead-weight  tonnage. 
By  Seattle  Construction  &  Dry  Dock  Co.: 
Requisitioned  sh^pfr— 

Sacramento 

Sutherland 

Bremerton 

Total  (8  ships)  dead-weight  tonnage. . 


Tonnage. 


8,800 
8,800 
8,800 
8,800 
9.000 
8,800 
8,800 
8,800 

8,800 
8,800 
8,800 
8,800 
8,800 


114,600 


7,fi00 
7,500 
7,600 


22,600 


DelivBfy 
date. 


Sept. 

S^t. 

Nov. 

Deo. 

Ffeb. 

Feb. 

Mar. 

Apr. 


1,1917 
8,1917 
1,1917 

26,1917 
1,1918 

2B,1918 
9,1918 

25,1918 


Jan.  6,1918 
Feb.  2,1918 
Mar.  23,1918 
Apr.  13,1918 
May    4,1918 


Jan.  28,1918 
Mar.  16,1918 
Apr.  21,1918 


The  Chairman.  Showing  the  delivery  of  8  requisitioned  ships 
and  5  direct-contract  ships,  a  total  of  13  ships,  of  114,600  aggre- 
gate dead- weight  tons,  by  Skinner  &  Eddy? 

Mr.  Deane.  Yes.  • 

The  Chairman.  And  the  delivery  of  three  requisitioned  ships,  to- 
taling 22,500  dead-weight  tons  in  the  aggregate,  for  the  Seattle 
Construction  &  Dry  Dock  Co.,  and  the  dates  of  the  deliveries  are 
set  forth  in  the  right-hand  column  for  each  ship  ? 

Mr.  Deane.  Yes. 

You  asked  for  a  statement  of  vessels  on  which  repairs  had  been 
made  soon  after  being  put  into  operation.  I  asked  the  Division  of 
Operations  to  furnish  that,  and  have  here  a  reply  from  Mr.  Bur- 
chard,  stating  that  those  records  are  kept  in  San  Francisco  and  that 
he  can  not  give  them. 

(The  letter  referred  to  is  as  follows:) 

United  States  Shipping  Board, 
Emergency  Fleet  Corporation, 

Division  of  Operations, 
Seattle,  Wash,,  Avgiist  26,  1919. 
Mr.  G.  P.  Deane, 

District  Comptroller, 

Construction  Department^  United  States  Shipping  Board. 

Dear  Sir  :  Replying  to  your  request  of  even  date  for  a  list  of  ships  on  which 
repairs  have  been  ordered  soon  after  being  put  into  commission,  would  say 
that  we  have  no  data  here  giving  the  above,  for  the  reason  that  this  office  is 
subordinate  to  San  Francisco.  We  simply  check  managers*  and  operators' 
accounts  and  forward  them  to  San  Francisco,  from  which  point  they  are  paid 
and  regular  ledger  accounts  kept  Our  auditor,  Mr.  R.  B.  Bush,  in  the  Cen- 
tral Building,  could  give  you,  in  a  general  way,  the  names  of  many  steamers 
on  which  repair  work  was  necessary  shortly  after  delivery,  but  I  presume  you 
WBnt  an  accurate  statement  and,  as  above  stated,  I  am  very  sorry  we  keep  do 
books  here  to  furnish  you  this. 
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Yoo  tmderstand,  of  course,  that  Mr.  Bush,  our  construction  and  repair  de- 
partment, and  the  writer  are  entirely  at  your  disposal  In  any  way  in  which 
we  can  Ferve  you. 
Yours,  truly, 

D.  W.  BuBCHASD,  General  Agent. 

The  Chairman.  Letter  from  D.  W.  Burchard,  general  agent,  Di- 
vision of  Operations,  at  Seattle,  addressed  to  you,  containing  the 
information  that  you  have  summarized? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  It  is  likely,  of  course,  that  those  records  will  be 
in  San  Francisco  when  the  committee  arrives  there,  probably  within 
the  next  two  or  three  weeks,  would  you  say  ? 

Mr.  Deane.  I  think  so.  My  office  has  no  jurisdiction  whatever 
over  the  operating  division. 

The  Chairman.  You  know  of  no  proposition  on  foot  to  remove 
the  office  of  the  Division  of  Operations? 

Mr.  Deane.  No,  sir. 

You  also  asked  for  a  list  of  wooden  hulls  converted  into  barges 
[handing  paper  to  the  chairman]. 

(The  list  referred  to  is  as  follows :) 

Northern  Pacifia  district — List  of  hulls  converted  into  barges. 


Contractor. 

Contract 
No. 

Hull  No.  and  name  of  baiige. 

Type. 

Allen  Shipbuilding  Co 

193  WH 
430  WH 
429  WC 
486  WH 
lfi9WH 
150  WH 
11  WH 
338  WH 

328  WH 
6WC 
6WC 

310  WH 

329  WH 

2035,  88  Allenhurst 

Poop,  bridge,  and  forecastle. 
Poop  and  forecastle. 
Do. 

Do.-I r. 

21J«.  flfl  AhmfV 

Gnnt  Smitli-Porter 

2186.  SS  Academia 

2687'.  SS  Chalcis 

Do.- 

Paget  Sound  B.  &  D.  Co 

Do 

1115,  88  Snoqualmie 

1117.  88  Broxton 

Forecastle . 
Do. 

Sanderson  &  Porter 

98.  88  Blandlord 

Poop,  bridge,  and  forecastle. 
Flush  deck. 

Seaborn  Shipyards 

2200.  88  Vinoennes 

Do 

2301'.  88  Oelwein 

Do. 

Sloan  Shipyards,  Anaoortes 

46,  88  Beyden 

Poop  and  forecastle. 
Do. 

Sloan  Stiipyards,  Olympia 

Taooma  SnipbuLldixig  Co 

50,  88  Dacula 

2234,  88  Dlone 

Do. 

Wrteht  Shipyards 

2315.  88  EndTmion 

Flush  deck. 

The  Chairman.  Showing  13  hulls  which  have  been  converted  into 
barges  from  various  yards  in  this  district. 

Mr.  Deane.  Yes,  sir. 

You  also  asked  for  a  statement  of  the  Skinner  &  Eddy  contracts. 
[Handing  paper  to  the  chairman.] 


Skinner  d  Eddy  Corporation  contracts. 


Contract  Number. 


B.C.  10 

B.C.  175 

8.C.a09 

8.C.3M..... 

B.C.  447 


Date. 


May  28,1917 
Jan.  15,1918 
May  27,1918 
June    1,1918 

July  18,1018 


No. 

D.W. 

of 

ton- 

hulls. 

nage. 

6 

8,800 

14 

8,800 

15 

9,600 

«31 

9,600 

4 

8,800 

M3 

9,600 

Original 

contract 

price. 


$1,400,000 
1,672,000 
1,845,000 
1,845,000 
1,716,000 
1,845,000 


Amended 
price. 


$1,475,000 


11,795,000 


Date 
amended. 


Feb.  16,1018 


Dec.  10,1918 


^  On  account  of  change  of  construction  from  transverse  to  Ishonrood  system. 

*  17  ships  canceled  as  at  Apr.  25, 1919. 

*  8  ships  canceled  as  at  Apr.  25, 1919. 


414  SHIPPING  BOABD  OPERATIONS. 

The  Chairman.  Showing  contracts  for  82  vessels,  of  which  17 
were  canceled  as  of  April  25,  1918,  and  then  another  cancellation  on 
the  same  date,  20  of  which 

Mr.  Deane.  Twenty-five  canceled,  all  told. 

The  Chairman.  Twenty-five  canceled,  and  the  remainder  of  the  82 
are  under  process  of  construction  or  have  been  delivered  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  This  column  stating  the  contract  price  gives  the 
price  for  each  vessel;  that  is,  where  there  are  these  hulls,  the  con- 
tract price  was  $1,400,000? 

Mr.  Deane.  That  means  each  vessel :  yes,  sir. 

The  Chairman.  And  in  one  or  two  instances  here  there  has  been 
an  amended  price,  as  applying  to  the  contracts  dated  Mav  27. 
There  was  an  amendment  to  the  price  on  account  of  change  of  con- 
struction from  the  transverse  system.  Do  you  know  just  what  that 
is  ?     Is  that  some  of  the  interior  work  on  the  hull  ? 

Mr.  Deane.  I  understand  that  it  is  a  difference  in  construction, 
and  design — an  entirely  different  principle  of  shipbuilding. 

The  Chairman.  And  the  increase  of  $75,000  per  ship  in  the  con- 
tract of  May  28,  1917,  which  was  amended  February  16,  1918,  do 
you  know  why  that  was  increased? 

Mr.  Deane.  The  supplemental  agreement  to  the  contract  will 
show  that.    I  have  not  that  with  me. 

You  also  asked  for  a  statement  of  the  excess  costs  of  extras  on 
ships.  I  have  the  steel  here  for  you,  and  I  have  the  wood  in  prepa- 
ration.   Would  you  rather  have  it  all  at  once  ? 

The  Chairman.  No  ;  I  think,  perhaps,  we  can  take  the  steel. 

Mr.  Deane.  There  it  is:  sir.     [Handing  paper  to  the  chairman.] 

United  States  Shipping  Board  Emergency  Fleet  Corporation,  District  No.  8— 
Excess  costs  arid  extras  paid  to  July  25,  1919,  on  steel  ships  delivered,  not 
including  bonuses  for  early  delivery. 

Ames  Shipbuilding  &  Drydock  Co.: 

No.  2050,  West  Irmo $10,327.74 

No.  2051,  West   Islay 6,929.28 

17, 257. 02 

J.  F.  Duthle  &  Co. : 

No.  1471,  West   Helix 87,399.97 

No.  1472,  West    Hembrle 77,923.12 

No.  1473,  West   Hematite 60,737.90 

No.  1474,  West  Henshaw 46,320.92 

272, 381. 91 

Seattle  North  Paciflc  Shipbuilding  Co.: 

No.  749,   Ozette ^ 90,426.54 

90,426.54 

Seattle  Consti'uctlon  and  Dry  Dock  Co.: 

No.  105,   Osslnlng 245.607.29 

No.  107,   WlUamantlc 389,810.83 

No.  108,  Deranof 309. 427, 19 

No.  Ill,  Jacona 245, 734. 18 

No.  112,   Remus 251,866.61 

No.  114,  Qultacus 260,247.60 

1, 702, 693. 70 
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Skinner  &  Ecldy  Corporation : 

No.      83,  Seattle $1,075.51 

No.      84,  Absaroka 5,279.76 

No.      85,  Canoga    12,808.60 

No.      86.  Osslneke 33,143.95 

No.      87,  West    Olsek 20,568.16 

No.      88,  West  Apauiii 11,430.02 

No.  1175,  West  Durfee 8,796.75 

No.  1176,  West  Lianga 8,302.86 

No.  1177,  West  Copas 35,361.50 

No.  1178,  West  Ekonk 35,268.22 

iNo.  1179.  West   Gambo 35,217.15 

No.  1180,  West  Ootomska 35,018.15 

No.  1181,  West    Hobomac 53,910.47 

No.  1182,  West  Hoskie 71,657.60 

No.  1183.  West  Hiiiiihaw 81,300.57 

No.  1184,  West  Lashaway 81,726.25 

No.  1185,  West   Loquassuch 86,271.58 

No.  1186,  West  Madaket 88,468.45 

No.  1187.  West  Mnliomet 88,067.66 

No.  1188,  West  Maximus 71,659.70 

No.  1731,  Edenton 75,  812. 14 

No.  1732,  Edgecombe 85,906.04 

No.  1733.  Edgefield 63,795.48 

No.  1734,  Edgehill 73,655.06 

No.  1735,  Edgemont 69,717.35 

No.  1736,  Edgemoor 56,054.24 

No.  1737,  Edgewood _•_ • .  55, 945.  25 

No.  1738,  Edisto 70,805.55 

No.  1739.  Edmore 70,  229.  56 

No.  1740,  City  of   Spokane 27,848.73 

No.  1925,  West  Cressey 7^,  756.  56 

No.  1926,  West    Elcajon 67,328.76 

No.  1927.  West    Elcasco 80,254.08 

No.  1928,  West   Eldora 80.374.81 

No.  1929,  West  Eldena 81,680.92 

No.  1930,  Polybius 87,  828.  87 

No.  1931,  Eldridge 59,793.96 

No.  1932,  Elrasport    70,  527.  06 

Total 2, 117, 553. 33 

Grand  total 4, 200, 312.  50 

United  States  Shipping  Board  Emergency  Fleet  Corporation,  District  No.  8 — 
Excess  costs  and  extras  paid  to  July  25,  1919,  on  steel  ships  under  con- 
struction. 

Ames  Shipbuilding  &  Dry  Dock  Go. : 

No.  2052,  West  Isleta 

No.  2053,  West  lallp 

No.  2054,  West  Ison 

No.  2055,  West  Ira 

No.  2056,  West  luka 

No.  2057,  West  Ivls 

No.  2058,  West  Jena 

No.  2059,  West  Jessup 

No.  2060,  West  Jester 

No.  2061,  West  Jappa 

No.  2062,  West  Jordan 

No.  2063,  West  Juda 


J.  F.  Duthie  &  Co. : 

No.  1475,  West  Hepburn 31, 876.  43 

No.  1476,  Seattle  Spirit 23. 693. 54 

No.  1477,  Dewey Iw.  H^-  05 


$662. 91 

458.96 

376. 74 

381.21 

67.14 

65.60 

64.76 

65.61 

66.29 

65.88 

64.77 

68.01 

2.407.38 
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J.  F.  Duthie  &  Co. — Contlnned. 

No.  1478,  Deuel $23, 905.  (>2 

No.  1479,  West  Hesseltlne ^ 20.044.S2 

No.  1480,  West  Ivan 17,299.06 

No.  2602,  West  Campgaw 19, 970. 03 

No.  2003,  Mahwah 1 16,732.91 

No.  2604,  West  Trlstate 1,085.29 

No.  2605,  West  Wyckoff 1. 08L  78 

No.  2606,  West  Kashuga 969.61 

175, 725. 44 

Seattle  Construction  &  Dry  Dock  Co. : 

No.  106,  Hlgo 40,998.68 

No.  109,  Delight : 276,956.04 

No.  110,  Gaffney 213,164.22 

No.  113,  Zarembo 135, 362. 75 

666,481.69 

Seattle  North  Pacific  Shipbuilding  Co. : 

No.  750,  Yarlock 81,687.47 

No.  751,  Iconium 68,219.42 

No.  752,  Osaqumsick 48, 511. 27 

No.  753,  Askawake 21,762.93 

No.  754,  Oranl 13, 444. 79 

No.  755,  Chepadea .„ 8, 24^  88 

No.  756,  Chicamico 5, 229. 26 

247, 100. 07 


Skinner  &  Eddy  Corporation : 

No.  1741,  EUbeck 27, 767. 74 

No.  1742,  Effingham ^—  322. 56 

No.  1743,  Effna 137.99 

No.  1744,  Eglantine 2, 379. 81 

No.  1745,  Egremont 1, 299.  S7 

No.  1933,  Colorado  Springs 27,737.70 

No.  1934,  Wheatland  Montana 27,732.24 

No.  1935,   Stanley 27. 930. 70 

No.  1936,  Elkrldge 255. 05 

No.  1937,  Elkhorn 27,779.22 

No.  1938.  Elkton 28,054.88 

No.  1939,   Endlcott 344. 17 

No.  1940,  Rablrlus 1, 061. 82 

No.  1941,  Creve  Gouer 327.50 

No.  1942,  Cripple  Creek 210.48 

No.  1943,   Crisfield 137. 33 

No.  1944,  Crlttendon 148.33 

No.  1945,  Jadden 137.33 

No.  1946,  Cross  Keys 137.33 

No.  1948,  Crows  Wing 137.  S3 

No.  1949,   Craydon 137.33 

Total 174, 166. 00 

Grand  total 1,265,880.67 

The  Chairman.  Mr.  Deane,  as  to  the  process  by  which  you  finally 
approve  or  sign  the  vouchers  or  checks  in  payment  of  these  extras, 
how  do  you  find  out  that  they  should  be  allowed  and  are  proper  pay- 
ments to  make? 

Mr.  Deanb.  The  inspector  at  the  yard  certifies  that  the  work  has 
been  done.   The  district  manager  approves  the  estimate  for  the  work. 

The  Chaibman.  Before  it  is  started? 
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Mr.  Deane.  In  some  cases  before  it  is  started,  and  in  other  cases 
after  it  is  done. 

The  Chairman.  Is  that  all  before  it  gets  to  you  ? 

Mr.  Deane.  That  is  all  before  it  gets  to  me.  I  get  a  copy  of  the 
district  manager's  approved  estimate.  If  it  is  possible,  if  it  is  work 
to  be  done  on  a  time  and  material  basis,  I  audit  it.  If  it  is  not; 
if  it  is  an  agreed-upon  price  for  the  work,  my  business  is  to  see  that 
the  amount  of  the  voucher  agrees  with  the  amount  of  the  estimate — 
in  which  case  it  is  paid. 

The  Chaibman.  The  approval  of  the  district  manager,  then,  is 
evidence  to  you  that  the  extra  was  a  proper  one  to  be  furnished  or 
performed  upon  the  particular  ship  ? 

Mr.  Deane.  Yes,  sir. 

The  Chaibman.  And  in  some  cases  the  estimate  is  dated  subse- 
quent to  the  approval  of  the  inspector? 

Mr.  Deane.  Yes ;  after  the  rusn,  last  summer,  the  Bureau  of  Esti- 
mates was  somewhat  behind  the  actual  performance  of  the  work. 

The  Chairman.  Now,  have  you  anything  further? 

Mr.  Deane.  That  is  all  I  have  for  the  present,  sir.  There  is  a 
great  deal  of  work  in  course  of  preparation  for  jo\i. 

The  Chairman.  Yes ;  I  can  appreciate  that,  sir.  We  did  ask,  did. 
we  not,  for  the  amount  paid  as  bonuses? 

Mr.  Deane.  That  statement  is  being  typed  right  now. 

The  Chairman.  Did  we  ask  for  that? 

Mr.  Deane.  Yes. 

The  Chairman.  And  the  extras  are  also  being  prepared,  or  will 
be  prepared? 

Mr.  Deane.  Yes;  but  in  explanation  of  that  statement,  I  mi^ht 
add  this:  This  column,  the  first  column  here,  represents  all  addi- 
tional payments  paid  by  the  Fleet  Corporation,  m  addition  to  the 
contract  price,  exclusive  of  bonuses. 

The  Chairman.  Yes^  sir. 

Mr.  Deane.  They  might  not  necessarily  be  paid  to  the  contractor. 
They  might  be  items  for  extra  equipment,  or  that  nature. 

The  Chairman.  You  say,  they  might  not  be  paid  to  the  con- 
tractor, but  might  be  paid  to  the  person  who  furnished  the  equip- 
ment? 

Mr.  Deane.  That  is  right. 

The  Chairman.  Well,  then,  it  would  be  paid  through  the  con- 
tractor, would  it  not? 

Mr.  Deane.  No,  sir ;  it  might  be  eauipment  which  we  supply  to 
the  vessels  ourselves,  not  included  in  tne  contract  specifications,  and 
purchased  direct  by  the  Fleet  Corporation  and  put  on  the  boats.  It 
would  all  appear  m  that  column. 

The  Chairman.  Then,  we  would  not  be  warranted  in  saying,  for 
instance,  that  the  Seattle  Construction  &  Dry  Dock  Co.  received  from 
the  Fleet  Corporation  extras  to  the  amount  of  $1,702,693.70,  on  ac- 
count of  construction  of  six  vessels,  giving  their  names  ? 

Mr.  Deane.  No  ;  that  would  not  be  true. 

The  Chairman.  Well,  would  it  be  considerable  work  to  audit  the 
vouchers  and  give  us  the  amount  which  was  paid  to  these  contractors 
direct? 

Mr.  Deane.  I  will  have  that  done. 

177068— 2a--PT  1 27    . 


418  SHIPPING  BOAKD  OPERATIONS: 

The  Chaibman.  I  think  the  committee  would  like  to  have  that 
information. 

Mr.  Deane.  Our  books  are  kept  that  way.  I  just  drew  that  off 
the  books  in  that  way. 

The  Chairman.  1  see.  Mr.  Kelley,  have  you  some  questions 
which  you  wish  to  ask? 

Mr.  Kelley.  Yes,  sir. 

Do  you  recall  whether  you  have  ever  declined  to  pay  any  voucher^ 
reffularly  approved? 

Mr.  Deane.  Yes;  I  think  we  have  declined  to  pay  vouchers  in 
yaiious  forms  from  time  to  time,  until  they  were  corrected. 

Mr.  Kelley.  My  understanding  of  your  answer  to  Mr.  Walsh's 

?uestion  was  that  if  the  voucher  is  approved  by  the  inspector  and 
).  K.'d  by  the  district  manager,  you  take  that  as  conclusive  as  to 
the  validity  of  the  voucher? 

Mr.  Deane.  The  estimate,  approved  by  the  district  manager, 
generally  speaking,  the  district  auditor's  signature,  audited  and 
correctly  verified,  goes  on  the  voucher  before  tTie  district  manager's. 
If  the  district  manager's  name  is  put  on  the  statement  first,  it  would 
still  have  to  be  audited  and  verified. 

Mr.  Kj:lley.  Just  say  that  again,  will  you,  please  ? 

Mr.  Deane.  I  say,  ordinarily  the  district  auditor  puts  his  signa- 
ture to  a  voucher,  audited  and  correctness  verified,  before  the  district 
manager.  If  the  district  manager  signed  the  voucher  first,  it  would 
still  have  to  be  audited  and  verified. 

Mr.  Kelley.  How  would  you  verify  a  voucher? 

Mr.  Deane.  How  would  we  verify  a  voucher? 

Mr.  Kelley.  Yes. 

Mr.  Deane.  It  would  be  necessary  to  compare  it  with  the  order 
for  the  work  done  on  the  ship,  to  see  if  it  compared  properly  with 
the  terms  of  the  contract  or  the  terms  of  the  agreement.  If  it  were 
work  on  a  time  and  material  basis,  a  cost-plus  basis,  or  anything  of 
that  sort 

Mr.  Kelley.  All  extras  are  authorized  in  writing,  are  they? 

Mr.  Deane.  All  extras  are  authorized  in  writing,  on  Form  159. 

Mr.  Kelley.  And  copies  of  those  extras  are  on  file  in  your  office? 

Mr.  Deane.  Copies  are  either  on  file  in  our  office  or  attached  to  the 
vouchers. 

Mr.  Kelley.  Then,  you  make  a  comparison  with  that  authoriza- 
tion, and  if  it  corresponds,  you  go  ahead  and  pay  the  voucher? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Have  you  ever  refused  to  pay  a  voucher,  when  you 
have  believed  that  the  amount  allowed  for  extras  was  excessive? 

Mr.  Deane.  No,  sir. 

Mr.  Kelley.  Have  you  ever  had  any  controversy  or  disagreement 
over  the  amount  of  a  voucher  for  extras  ? 

Mr.  Deane.  Not  over  the  amount;  no. 

Mr.  Kelley.  Over  the  wisdom  of  ordering  the  extras  ? 

Mr.  Deane.  The  wisdom  of  auditing  them? 

Mr.  Kelley.  Ordering  them  in  the  first  place? 

Mr.  Deane.  That  is  something  I  do  no  Iniow  anything  about. 

Mr.  Kelley.  You  pay  no  attention  to  that  ? 

Mr.  Deane.  No,  sir. 


*. 
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,  Mr.  Kelley.  Have  you  ever  had  any  controversy  with  the  district 
manager  over  vouchers,  for  any  reason,  for  extras  ? 

Mr.  Deake.  I  would  not  call  it  a  controversy. 

Mr.  Keluey.  Difference  of  opinion  ? 

Mr.  Deane.'  It  has  been  necessary  to  make  out  this  regarding  these 
extras  clear. 

Mr,  Kelley.  Will  you  give  a  little  illustration  of  what  you  have 
in  mind? 

Mr.  Deane.  In  the  case  of  wood-ship  extras,  for  instance. 

Mr.  Kelley.  Now,  under  what  circumstances  did  you  have  to  make 
your  policy  with  reference  to  extras  clear  to  the  district  manager? 

Mr.  Deane.  These  extras  come  down  to  us  with  labor  and  mate- 
rial items.  We  made  some  attempt  to  audit  those  items,  but  they 
were  estimates  made  by  the  contractors  and  have  not  yet  been 
audited.  I,  therefore,  wrote  a  letter  to  the  district  m&nager,  stating 
that  it  was  impossible  to  audit  these  extras,  other  than  to  verify  the 
fact  that  these  items  on  this  particular  Form  159,  which  was  attached 
to  the  vouchers,  had  not  previously  been  paid. 

Mr.  KELLEY.  I  do  not  quite  follow  you,  Mr.  Deane.  Of  course,  it 
is  niy  fault.    I  know  you  are  stating  it  clearly. 

Mr.  Deane.  It  might  be  my  fault,  for  that  matter ;  but  least  there 
should  be  some  idea  on  the  district  manager's  part  that  it  was  pos- 
sible for  the  district  auditor  to  audit  the  amounts  of  the  material 
and  the  amounts  of  labor  expended  on  this  work,  as  listed  on  this 
Form  159  attached  to  the  approved  estimates  by  the  district  man- 
ager, I  wrote  him  a  letter  stating  that  it  was  impossible  for  us  to  do 
80.  I  forget  the  exact  details  of  the  letter,  but  I  wished  to  make  my 
position  clear  that  it  was  not  possible  to  audit  these  extras ;  that  they 
were  estimates  pure  and  simple,  and  we  could  not  rely  on  the  dis- 
trict auditor  to  verify  the  amounts,  other  than  to  see  that  those  par- 
ticular estimates  which  were  attached  to  the  vouchers  in  question  had 
not  previously  been  paid. 

Mr.  Kelley.  You  wrote  to  your  superior  oflBcer  to  that  effect  ? 

Mr.  Deane.  Not  my  superior  officer;  no,  sir.  I  wrote  to  the  dis- 
trict manager. 

Mr.  Kelley.  There  is  a  district  auditor? 

Mr.  Deane.  Our  district  auditor  at  the  time. 

Mr.  ICelley.  In  other  words,  you  placed  the  responsibility  for  the 
correctness  of  these  vouchers,  the  checking  up  of  the  labor  and  the 
material,  on  the  district  manager,  and  did  not  assume  to  take  that 
yourself. 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  You  could  not  do  that  ? 

Mr.  Deane.  Absolutely  no. 

Mr.  Kelley.  Was  there  any  circumstance  that  caused  you  to  think 
that  a  question  might  arise  some  time  as  to  who  audited  certain 
vouchers? 

Mr.  Deane.  No  ;  but  ordinarily  the  signature  of  the  district  audi- 
tcr  to  a  voucher  itemizing  labor  and  material  would  be  tantamount 
to  admitting  that  he  had  checked  those  amounts  and  found  them  in 
accordance  with  the  contractor's  records.  So  that  this  was  somewhat 
of  an  exceptional  case,  and  I  do  not  wish  to  have  my  signature  con- 
fused with  the  idea  that  we  had  verified  the  amounts  of  time  and 
material  expended  as  against  the  money  paid. 
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Mr.  Kellet.  Was  there  some  particular  yard  involved  in  this 
matter? 
Mr.  Deanb.  No. 
Mr.  Ejbllet.  In  regard  to  these  extras  at  the  time  you  wrote  the 

letter  you  speak  of?  .       i     j     rrL- 

Mr.  Deanb.  There  was  no  one  particular  yard  involved,  liiis 
letter  was  written  on  the  occasion  of  settlements  for  extras  coming 
on  through  a  number  of  wood  ships  that  had  been  hanging  fire  for 
a  long  time,  and  they  came  through  in  large  quantities. 

Mr.  Kellet.  And  the  amount  of  the  extras;  that  attracted  your 
attention,  rather  than  the  fact  that  they  were  extras? 

Mr.  Deanb.  I  would  not  say  that ;  no.  The  principle  involved  is 
what  attracted  my  attention,  rather  than  the  amounts,  whatever 

they  were. 
Mr.  B[ellet.  Were  there  more  extras  on  the  wooden  ships  than 

on  the  steel  ships? 

Mr.  Dbane.  No. 

Mr.  Kellet.  Before  this  time  that  you  speak  of,  of  course,  you 
had  paid  vouchers  for  extras? 

Mr.  Deane.  Yes. 

Mr.  Kellet.  But  you  were  anxious  that  hereafter  whoever  in- 
spected these  records  would  know  that  you  had  not  checked  over 
the  items  entering  into  those  vouchers  and  that  that  checking  was 
done  by  the  inspector  and  district  manager  if  it  was  done  at  all? 

Mr.  Deanb.  We  had  paid  some  extras,  a  great  many  of  them, 
for  an  agreed-upon  price,  williout  any  detail.  In  that  case  there 
was  no  auditing  to  be  done. 

Mr.  Kellet.  Would  your  superior  officers  expect  you  to  check 
over  the  items  of  a  voucher  to  ascertain  whether  or  not  the  work 
had  actually  been  done  and  the  material  furnished  ? 

M^.  Deane.  We  can  not  actually  check  over  and  approve  the 
amount  of  work  that  has  been  done. 

Mr.  Kellet.  Nobody  would  expect  you  to  do  that,  would  they! 

Mr.  Deanb.  No;  but  I  take  it  we  are  supposed  to  check  back 
everything  that  can  be  checked  in  matters  submitted  in  these  forms. 

Mr.  Kellet.  Inasmuch  as  you  could  not  be  expected  to  check  these 
over  and  it  was  not  a  part  of  your  duty  to  check  them  over^  I  am 
not  clear  why  you  should  think  it  necessary  to  write  to  the  district 
manager  that  you  would  not  assume  any  responsibility  for  the  cor- 
rectness of  these  items  unless  he  had  some  suspicion  that  the  vouchers 
were  being  padded  or  the  items  were  incorrect. 

Mr.  Deanb.  It  is  necessary  for  us  to  check  over  wherever  possible 
all  bills  rendered  on  a  time  and  material  basis. 

These  estimates  were  made  on  a  time  and  material  basis.  If  we 
get  a  bill  from  a  contractor  on  some  work  that  he  has  done  for  us 
on  a  time  and  material  basis,  one  of  the  main  things  we  have  to  do 
is  to  check  his  record  and  see  that  the  time  was  expended  and  the 
material  used.  In  this  case  it  could  not  be  done  because  these  were 
estimates,  pure  and  simple.  The  items  on  these  forms  159  were  not 
supposed  to  appear  and  not  considered  to  appear  on  any  of  these 
shipbuilders^  records  in  such  a  manner  that  the  auditing  division 
could  check. 
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Mr.  Keulby.  In  other  words,  when  an  extra  k  authorized,  an  es- 
timate as  to  the  labor  and  material  entering  into  that  change  is 
made  ? 

Mr.  Deanb.  Yes. 

Mr.  Keujsy.  And  the  payment  for  the  extra  is  made  on  the  basis 

of  that  estimate? 

Mr.  Deanb.  Yes. 

Mr.  Kelley.  And  there  is  no  evidence  anywhere  that  the  estimated 
material  or  the  estimated  labor  ever  got  into  the  ship  ? 

Mr.  Deane.  There  is  no  evidence  that  the  estimated  labor  or  the 
estimated  material  went  into  the  ship,  but  it  is  up  to  the  construc- 
tion department  to  see  that  the  work  is  done  or  the  extra  was  actu- 
ally placed  upon  the  boat. 

Mr.  Kelley.  But  if  it  required  less  labor  or  less  material  than  the 
estimate,  there  is  no  way  oi  showing  that? 

Mr.  Deane.  No. 

Mr.  Keixey.  Then,  you  would  be  always  paying  on  the  basis  of 
the  estimate,  and  not  on  the  basis  of  the  work  actually  done? 

Mr.  Deane.  Yes. 

Mr.  'Kelley.  Then,  the  district  manager  always  had  it  within  his 
power,  by  making  a  large  estimate  for  a  particular  work,  to  render 
the  Government  liable  for  that  amount,  whether  or  not  the  Govern- 
ment received  that  actual  labor  and  material;  is  that  correct? 

Mr.  Deane.  It  is  correct  in  this 

Mr.  Kelley,  Because  the  inspector  did  not  have  to  certify  that  the 
labor  or  material  ever  went  into  the  wort. 

Mr.  Deane.  No. 

Mr.  Kelley.  Then,  the  whole  question  of  extras,  so  far  as  you  un- 
derstand it,  was  in  the  hands,  of  Mr.  Blain  while  he  was  district 
superintendent. 

Mr.  Deanb.  Yes. 

Mr.  Kelley.  Is  that  the  policy  pursued  all  over,  so  far  as  you 
know? 

Mr.  Deane.  So  far  as  I  know ;  yes. 

Mr.  Kelley.  Do  you  think  that  is  good  practice?  You  evidently 
did  not  think  so,  because  you  wanted  to  clear  your  own  skirts  of  any 
responsibility. 

Mr.  Deane.  I  want  to  make  myself  clear  on  that. 

Mr.  Kelley.  You  felt  it  necessary  that  everybody  hereafter  should 
know  that  you  did  not  have  anything  to  do  with  the  making  of  the 
estimate,  that  you  paid  the  bill  purely  on  the  estimate,  and  that  there 
was  no  evidence  officiaUy  that  the  labor  or  material  had  been  fur- 
nished ? 

Mr.  Deanb.  No.  I  would  not  say  that,  but  I  did  not  want  the  dis- 
trict manager  to  think  that  he  could  rely  on  me  to  check  the  amounts 
on  these  estimate  and  say  whether  they  were  correct  or  not. 

Mr.  Kelley.  Of  course,  you  could  not.  It  would  be  an  utter  im- 
possibility, would  it  not  ? 

Mr.  Deane.  Absolutely. 

Mr.  Kelley.  Did  Mr.  Walsh  ask  you  for  a  statement  of  the  amount 
of  extras  that  were  allowed  on  wooden  ships? 

Mr.  Deane.  Yes,  sir ;  that  is  being  prepared  rieht  now. 

Mr.  Kelley.  That  is  being  prepared,  ship  by  ship  ? 
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Mr.  Deane.  Ship  by  ship ;  yes,  sir. 

Mr.  Kellet.  I  think  you  told  me  the  other  day  that  the  vouchers 
for  sales  pasised  through  vour  department,  too,  as  well  as  expendi- 
tures; that  all  receipts  of  the  oflBce  passed  through  your  hands,  as 
well  as  the  expenditures? 

Mr.  Deane.  If  I  told  you  that,  I  will  hav€  to  correct  it.  All  re- 
ceipts did  not  pass  through  our  hands. 

Mr.  Kellet.  What  is  the  fact  as  to  that?  - 

Mr.  Deane.  The  materials  supplied  to  the  shipbuilders  in  the 
district,  by  the  Fleet  Corporation — that  is  the  mam  item  that  you 
refer  to,  I  presume — we  are  assisted  by  the  home  office  to  bill  all-  the 
contractors  affected,  and  we  do  so,  and  collect  and  remit  to  the  home 
office. 

Mr.  Kellet.  Just  once  more;  you  do  what? 

Mr.  Deane.  I  say,  on  material  supplied  to  contractors  in  the  dis- 
trict by  the  Fleet  Corporation,  we  are  instructed  by  the  home  office 
to  bill  the  contractors,  and  we  do  bill  them  and  collect— collect  the 
acounts,  in  other  words. 

Mr.  ItELLET.  And  where  is  the  money  paid? 

Mr.  Deane.  And  the  money  is  paid  here,  or  deducted  from  their 
payments.  There  are  some  instances  where  payments  are  made 
directly  to  the  home  office,  not  so  much  for  material  supplied  in  that 
manner  as  on  special  agreements. 

Mr.  Kellet.  But  a  record  of  a  sale,  the  matter  of  to  whom  it  was 
made,  would  be  in  your  office,  would  it  not? 

Mr.  Deane.  The  record  of  a  sale  made  in  the  regular  manner  that 
I  have  outlined  would  be  in  this  office. 

Mr.  Kellet.  If  a  bill  of  lumber  was  shipped  to  a  contractor,  the 
record  of  that  transaction  would  be  in  your  office? 

Mr.  Deane.  If  the  Fleet  Corporation  purchased  that  lumber  and 
sold  it  to  the  contractor,  it  would  be  in  my  office. 

Mr.  Kellet.  Will  you  look  into  your  records  and  find  out  for  me 
whether  or  not  any  lumber  has  been  sold  to  Mr.  Magee  personally, 
or  to  the  corporation  with  which  he  is  associated  now,  since  he  left 
the  Government  service,  and  if  so,  how  much,  and  at  what  price  a 
thousand  the  lumber  was  billed,  and  when  ? 

That  is  all. 

The  Chairman.  Have  you  any  questions,  Mr.  Hadley? 

Mr.  Hadlet.  No. 

The  Chairman.  Mr.  Foster? 

Mr.  Foster.  Nothing,  Mr.  Chairman. 

Mr.  Keli^et.  Perhaps  we  can  have  you  hurry  the  matter  alon^. 
We  asked  for  the  logs  of  the  Grays  Itarbor  inspectors.  They  call 
them  logs,  and  when  you  get  upstairs  will  you  inauire  whether  they 
have  come,  and  if  so,  ask  somebody  to  send  them  down  ? 

Mr.  Ttre.  They  came  in  this  morning.  We  are  looking  them  over 
to  see  if  they  are  all  there. 

Mr.  Kellet.  Is  it  a  large  file? 

Mr.  Ttre.  Possibly  five  volumes;  yes,  sir. 

Mr.  Kellet.  Are  they  large  books? 

Mr.  Ttre.  No,  sir. 

Mr.  Kellet.  It  would  not  be  unreasonable  to  ask  to  have  them 
brought  down  here? 
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Mr.  Tyre.  No.  sir.    No,  indeed. 

Mr.'  EjBiiLEY.  All  right. 

The  Chairman.  Mr.  Deane,  would  your  office  have  any  records  of 
sales  of  surplus  material  by  the  Emergency  Fleet  Corporation  in 
this  district! 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  to  whom  it  was  sold  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  if  it  was  sold  to  an  individual  to  be  shipped 
to  a  shipyard,  would  you  have  those  records? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Will  you  ascertain  if  any  surplus  material  has 
been  purchased  by  Mr.  W.  A.  Ma^ee  for  shipment  to  the  Grays 
Harbor  Motorship  Corporation,  and  if  so,  when,  the  character  of  the 
materiaL  and  the  price  he  paid? 

Mr.  Keluet.  The  copy  of  the  letter  that  you  wrote  to  the  district 
manager,  that  we  were  discussing  a  few  minutes  ago,  will  you  bring 
that  in,  Mr.  Deane  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Did  you  have  any  connection  with  the  receiver- 
ship proceedings  of  the  Meacham  &  Babcock  Co.  ? 

Mr.  Deane.  The  receivership  proceedings? 

The  Chairman.  Yes,  sir. 

Mr.  Deane.  No,  sir. 

The  Chairman.  Did  you  decline  to  pay  bills  for  extras  which 
had  come  to  the  office  from  that  yard  prior  to  the  receivership 
proceedings? 

Mr.  Deane.  No,  sir. 

The  Chairman.  You  never  did?  Did  you  have  a  man  in  this 
office  by  the  name  of  Jarvis? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Did  you  send  him  to  audit  the  Meacham  &  Bab- 
cock books? 

Mr.  Deane.  I  did. 

The  Chairman.  And  after  his  audit,  did  you  change  the  basis  of 
payments  on  extras? 

Mr.  Deane.  On  extras,  you  say  ? 

The  Chairman.  Yes. 

Mr.  Deane.  No. 

The  Chairman.  Or  did  you  change  the  basis  of  payment  under 
the  contract? 

Mr.  Deane.  Yes;  I  did. 

The  Chairman.  Why? 

Mr.  Deane.  I  did  not  change  the  basis  of  payment  under  the  con- 
tract so  much  as  to  tighten  up  on  Meacham  &  Babcock. 

The  Chairman.  Why? 

Mr.  Deane.  Because  of  the  condition  of  their  affairs. 

The  Chairman.  Did  they  have  a  large  amount  of  extras  pend- 
ing? 

Mr.  Deane.  I  could  nqt  say  about  that.  So  far  as  vouchers  were 
concerned,  they  had  no  vouchers  in  such  shape  that  they  might  be 
paid  at  the  time. 

The  Chairman.  Did  not  their  books  show  how  much  was  due  for 
extras  ? 
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Mr.  Deane.  Yes;  their  books  estimated  how  much  was  due  for 
extras;  that  is  all. 

The  Chairman.  Well,  had  not  your  inspectors  approved  the  fur- 
nishing of  these  extras  ? 

Mr.  Deane.  So  far  as  I  can  recollect  that  particular  portion  of 
Meacham  &  Babcock's  statement,  they  had  shown  on  their  books  the 
sum  of  $20,000  per  vessel  arbitrarily  estimated  to  cover  extras, 
because  that  seemed  to  be  the  current  opinion  of  shipbuilders,  that 
that  was  what  they  were  going  to  get.  It  did  not  appear  in  their 
books  in  any  way;  they  had  no  support  for  it  other  than  this  sup- 
position. 

The  Chairman.  Did  not  your  inspectors  approve  vouchers  for 
extras  for  the  Meacham  &  Babcock  yard  ? 

Mr.  Deane.  I  do  not  think  there  were  any  extras  at  that  time  put 
in  voucher  form  for  anybody  to  approve. 

The  Chairman.  How  long  after  they  had  taken  the  contract  was 
this?  You  sent  Mr.  Jarvis  there,  I  think  you  said,  in  September, 
1918  ? 

Mr.  Deane.  I  sent  him  there  on  the  1st  of  Auffust,  1918. 

The  Chairman.  How  long  had  the  Meacham  &  Babcock  yard  been 
operating  ? 

Mr.  Deane.  I  think  from  the  previous  October  or  November. 

The  Chairman.  From  the  previous  October  or  November  1  Upon 
how  many  ships ;  do  you  know  ? 

Mr.  Deane.  Six  ships,  I  believe. 

The  Chairman.  Six? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  So  they  had  charged,  according  to  their  books, 
$120,000  for  extras  at  that  time? 

Mr.  Deane.  Yes. 

The  Chairman.  And  you  found  no  vouchers  from  your  inspec- 
tors bearing  their  approval  for  any  extras  at  that  time? 

Mr.  Deane.  No;  and  no  vouchers  from  Meacham  &  Babcock. 

The  Chairman.  And  after  your  audit  of  their  books,  did  you 
report  to  the  district  officer  here  the  condition  in  which  you  found 
their  books? 

Mr.  Deane.  I  am  of  the  opinion  that  I  did,  but  I  will  have  to 
make  sure. 

The  Chairman.  Will  you  inquire? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  I  do  not  know  whether  vou  will  be  able  to  answer 
this  question  until  after  you  look  that  up,,\)ut  do  you  know 

Mr.  Deane.  I  will  make  this  statement  now,  that  I  did  report 
that  to  the  district  manager. 

The  Chairman.  You  did  report  it  to  the  district  manager  who, 
at  that  time,  was  Capt.  Blain  ? 

Mr.  Dean.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  or  not  any  investigation 
was  made  by  Capt.  Blain,  through  his  inspectors  or  otherwise,  as 
to  whether  or  not  extras  were  actually  furnished  at  that  yard? 

Mr.  Deane.  I  could  not  say. 

The  Chairman.  At  the  time  Mr.  Jarvis  made  his  examination, 
do  you  know  how  much  of  open  acQounts  the  firm  were  able  to  carry 
over  the  amount  ? 
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Mr.  Deake.  Approximately  $300,000. 

The  Chairman.  Three  hundred  thousand  dollars? 

Mr.  Deane.  Approximately. 

The  Chairman.  And  their  claims  for  extras  amounted  to  $120,- 
000  upon  their  books  ? 

Mr.  Deane.  But,  even  though  the  claim  for  extras  might  amount 
to  $120,000  at  the  time,  that  would  not  necessarily  be  coming  to 
them  in  the  manner  in  which  they  kept  their  books. 

The  Chairman.  Oh,  no.  Well,  did  you  later  learn  from  the  dis- 
trict officer  anything  about  these  extras  and  this  claim,  as  to  whether 
or  not  they  were  actually  furnished,  after  you  had  referred  this  mat- 
ter to  Capt.  Blain,  following  Mr.  Jarvis's  examination  and  audit  of 
the  books  ? 

Mr.  Deane.  No;  I  did  not. 

The  Chairman.  You  never  heard  anything  more  about  it  from 
him? 

Mr.  Deane.  Yes,  sir;  we  discussed  the  Meacham  &  Babcock  matter 
quite  often. 

The  Chairman.  Did  you  have  any  discussion  with  him  prior  to  the 
receivership  proceedings? 

Mr.  Deane.  Yes. 

The  Chairman.  What  was  that  about  ? 

Mr.  Deane.  The  general  financial  affairs. 

The  Chairman.  Cid.you  advise  receivership? 

Mr.  Deane.  No,  sir. 

The  Chairman.  You  did  not  ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Did  you  oppose  it? 

Mr.  Deane.  I  did  not  very  strongly  oppose  it,  but  I  did  not  recom- 
mend the  receivership. 

The  Chairman.  Were  there  any  other  yards  near  that,  after  an 
examination  of  their  books,  you  changed  the  basis  of  payment  for, 
because  of  the  condition  of  their  finances  as  disclosed  by  the  examina- 
tion ? 

Mr.  Deane.  No  ;  I  think  not ;  but  I  did  not  change  the  basis  of  pay- 
ment in  the  Meacham  &  Babcock  case.  It  was  just  a  question  of 
tightening  up  on  them,  as  I  call  it.  It  was  not  a  question  of  changing 
the  basis  of  payment  until  considerably  later  in  the  day. 

The  Chairman.  Just  what  do  you  mean  by  this  tightening-up 
process,  Mr.  Deane? 

Mr.  Deane.  The  result  of  this  examination  of  Meacham  &  Bab- 
cock, conducted  in  August  of  last  year,  brought  out  the  fact  that 
Meacham  &  Babcock  had  spent  approximately  $300,000  of  money 
that  should  have  been  spent  on  ships  on  plant.  This  $300,000  credit 
which  has  already  been  mentioned,  they  were  unable  to  carry,  by  the 
fact  that  they  had  done  that.  We  had  already  given  them  money  to 
pay  their  ship-construction  bills,  that  they  had  not  paid.  They  had 
paid  plant-construction  bills  with  that  money.  Therefore,  after  this 
condition  was  brought  out  in  the  examination  of  August,  I  took  this 
stand,  that  I  would  not  give  Meacham  &  Babcock  any  money  to  pay 
bills  which  I  had  previously  given  them  money  to  pay,  but  which 
had  not  been  paid.    That  was  the  tightening-up  process. 

The  Chairman.  Oh,  yes;  and,  of  course,  that  necessitated  an  ex- 
amination and  audit  by  you  of  the  vouchers  as  they  came  in  ? 
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Mr.  Deane.  Yes. 

The  Chairman.  Which  you  made  ? 

Mr.  Deane.  We  put  a  resident  auditor  on  the  job  at  Meacham  & 
Babcock's  at  once  and  kept  him  there. 

The  Chairman.  And  he  made  an  examination  of  the  vouchers? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  The  bills? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  later  you  changed  the  basis  of  payment? 

Mr.  Deane.  Yes,  sir;  we  changed  the  basis  of  payment  for  paying 
Meacham  &  Babcock's  necessary  material  and  labor  bills,  which 
was  just  before  the  receivership  came  about. 

The  Chairman.  You  were  satisfied  just  before  the  receivership 
that  the  Meacham  &  Babcock  corporation  was  insolvent? 

Mr.  Deane.  Yes. 

The  Chairman.  I  would  like  to  direct  your  attention  now,  Mr. 
Deane,  to  some  matters  in  connection  with  the  Grays  Harbor  Motor 
Ship  Corporation,  and  it  is  possible  that  you  may  have  to  procure 
information  from  your  files  with  reference  to  that.  If  you  are  unable 
to  answer,  I  would  ask  that  you  prepare  for  the  committee  such 
information  as  may  be  necessary  for  you  to  answer  the  questions,  and 
submit  it  to  us  later. 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  In  making  the  final  payment  on  any  vessel,  how 
are  you  satisfied  that  all  the  requirements  have  been  met  with  refer- 
ence to  clauses  in  the  contract,  the  character  of  the  material  used, 
the  classification  called  for,  and  that  the  necessary  inspection  has 
been  made  ?  How  do  you  know  all  that  before  you  make  final  pay- 
ment? 

Mr.  Deane.  I  do  not  know  all  of  that.  I  take  the  district  man- 
ager's word  for  that.  He  does  not  let  go  of  the  final  payment  on  any 
vessel  until  he  is  fully  satisfied  that  all  of  these  things  have  been 
complied  with. 

The  Chairman.  Well,  how  do  you  know  that  he  is  satisfied  before 
making  the  final  payment? 

Mr.  Deane.  By  sending  the  voucher  up  to  him  for  signature. 

The  Chairman.  By  sending  the  voucher  up  to  him  for  signature? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Then,  you  send  the  voucher  back  and  get  a  check; 
or  is  the  voucher  and  the  check  all  one  document? 

Mr.  Deane.  No,  sir;  the  checks  are  separate. 

The  Chairman.  The  voucher  goes  to  him,  and  when  it  is  returned 
bearing  his  signature,  then  you  make  out  the  check? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Now,  if  it  should  happen  that  in  any  yard  build- 
ing ships  information  had  come  to  you  from  other  sources,  either 
from  your  resident  auditor  or  from  somebody  in  your  office,  that 
there  was  a  question  as  to  whether  all  the  requirements  had  b^n  met, 
and  you  then  received  a  voucher  bearing  the  signature  of  the  district 
officer,  would  you  draw  the  check  without  making  any  further  in- 
vestigation ? 

Mr.  Deane.  It  would  depend  a  good  deal  upon  the  nature  of  the 
information  and  from  whom  it  came.    It  is  not  very  likely,  however, 
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that  a  resident  auditor  would  report  on  anything  except  those  items 
pertaining  to  his  own  business. 

The  Chairman.  Do  you  recall  the  case  of  any  single  vessel  where 
the  voucher  came  to  your  office  and  was  submitted  to  the  district 
manager  and  returned  to  you,  bearing  his  approval,  where  final  pay- 
ment was  delayed  by  you  because  of  matters  that  had  come  to  your 
attention  indicating  that  all  of  the  requirements  of  the  contract  had 
not  been  met? 

Mr.  Dbane.  I  do  not  recall  any  particular  voucher  just  now,  but 
I  will  look  that  up. 

The  Chairman.  Could  you  ascertain  that,  please?* 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  The  signature  of  the  district  officer  to  a  voucher 
would  indicate  that  a  vessel  had  been  properly  classified,  the  voucher 
for  final  payment,  would  it  not  ? 

Mr.  Deane.  The  voucher  for  final  payment ;  yes. 

The  Chairman.  Do  you  know  of  the  final  payment  having  been 
made  upon  any  ship  constructed  by  the  Gravs  Harbor  Motorship 
Corporation,  upon  a  vessel  that  had  not  been  cfassified  ? 

ilr.  Deane,  No,  sir. 

The  Chairman.  Will  you  look  at  your  files  and  see  if  the  voucher 
for  the  final  payment  on  the  steamship  Blackford  was  approved  by 
the  district  officer  when  that  payment  was  made  ancl  when  the 
voticher  came  to  you  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Were  you  at  any  time  called  upon  for  a  state- 
ment of  the  payments  made  to  the  Grays  Harbor  Motorship  Cor- 
poration, by  the  home  office? 

Mr.  Deane.  I  could  not  say.  I  will  look  that  up.  You  say  by 
the  home  office? 

The  Chairman.  That  you  were  called  upon  by  the  home  office  for 
a  statement  as  to  the  payments  made  to  the  Grays  Harbor  Motor- 
ship  Corporation  on  account  of  vessels  constructed  there. 

If  a  contract  was  altered  or  changed  after  it  was  originally  entered 
into,  and  the  change  might  involve  a  difference  in  the  manner  of 
making  payments,  would  the  contract  be  submitted  to  you,  or  would 
you  be  advised  as  to  the  change  in  the  terms  relative  to  payments? 

Mr.  Deane.  I  would  be  advised  by  the  home  office. 

The  Chairman.  By  the  home  office? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  By  sending  you  a  copy  of  the  contract,  or  just 
a  copy  of  the  clause  which  had  been  changed  relative  to  payments  ? 

Mr.  Deane.  Probablj^  only  a  copy  of  the  clause  which  had  been 
changed  relative  to  payments. 

The  Chairman.  Mr.  Deane,  will  you  look  up  your  files  and  see  if 
any  contracts  relating  to  ships  being  constructed  by  the  Gravs 
Harbor  Motorship  Corporation,  either  for  the  construction  of  the 
ships  or  for  installation,  or  for  anv  work  upon  those  ships,  were 
changed  after  the  contracts  were  originally  made,  or  even  after  the 
contracts  were  completed,  and,  if  so,  will  you  furnish  the  committee 
with  a  copy  of  the  revised  contracts  or  terms? 
Do  you  have  to  approve  the  pay  roll  of  this  office? 
Mr.  Deane.  No,  sir. 
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The  Chairman.  Who  approves  it? 

Mr.  Deane.  The  officer  na^ng  jurisdiction  over  that  division  ap- 
proves the  pay  roll,  which  is  then  approved  by  a  pay-roll  examiner 
tor  the  whole  district. 

The  Chairman.  For  the  entire  district? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  So  that  an  inspector  of  wooden  ships  would  sign 
the  pay  roll ;  that  would  be  approved  by  the  chiei  inspector  of 
wooden  ships,  and  that  pay  roll  would  be  examined  by  the  pay-roll 
examiner  and  approved,  and  would  then  come  direct  to  you  for  pay- 
ment, or  would  it  go  to  the  district  officer? 

Mr.  Deane.  If  that  man  is  an  appointee  of  the  district  manager, 
the  district  manager  will  sign  that  pay  roll  before  it  gets  in  line  for 
payment. 

The  Chairman.  Does  the  district  manager  appoint  inspectors? 

Mr.  Deane.  Either  he  or  the  man  under  him  appoints  inspectors. 

The  Chairman.  And  does  the  chief  inspector  have  authority  to 
appoint  inspectors? 

Mr.  Deane.  No  ;  I  should  not  think  so. 

The  Chairman.  Would  the  assistant  to  the  district  manager  have 
authority  to  appoint  inspectors? 

Mr.  Deane.  That  would  be  more  a  matter  for  the  district  manager 
to  answer  himself.  I  could  not  state  what  authority  he  might  have 
delegated. 

The  Chairman.  How  do  you  know,  with  reference  to  the  rejected 
material,  as  to  what  should  be  allowed  for  that  ? 

Mr.  Peane.  Material  rejected  by  the  Fleet  Corporation  or  Fleet 
Corporation  inspectors? 

The  Chairman.  Yes. 

Mr.  Deane.  As  to  what  should  be  allowed  for  it  ? 

The  Chairman.  Yes. 

Mr.  Deane.  In  the  case  of  a  lump-sum  contract,  I  do  not  think 
anything  should  be  allowed  for  it. 

The  Chairman.  Well,  assuming  that  a  quantity  of  material  sent 
to  the  Grays  Harbor  Motorship  Corporation,  wooden  timbers  and 
other  material,  and  the  voucher  for  that  was  sent  to  you  for  payment, 
would  that  voucher  indicate  the  amount  of  lumlJer  sent  and  the 
amount  rejected,  or  would  it  be  for  just  the  amount  that  had  been 
accepted  ? 

Mr.  Deane.  We  would  not  enter  into  that  deal  at  all.    The  lumber 
mill  would  bill  the  Grays  Harbor  Motorship  Corporation  direct. 
•    The  Chairman.  Do  you  know  of  any  ships  constructed  at  the 
Grays  Harbor  Motorship  Corporation  where  the  lumber  was  paid 
for  by  the  Emergency  Fleet  Corporation! 

Mr.  Deane.  No,  sir. 

The  Chairman.  Would  you  say  that  there  had  been  none? 

Mr.  Deane.  I  would  not  positively  say  without  making  sure — with- 
out looking  it  up. 

The  Chairman.  Will  you  please  examine  your  files  and  ascertain! 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  I  think  you  will  furnish  it  in  the  statement,  per- 
haps, that  we  have  called  for,  but  with  reference  to  the  Grays  Harbor 
Motorship  Corporation  I  should  like  the  amount  of  extras  paid  upon 
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each  ship  as  they  were  allowed,  not  the  total  amount  on  each  ship,  as 
probably  you  may  give  it,  but  I  should  like  the  different  dates  that 
these  extras  were  approved  on  and  paid,  and  the  material  for  which 
payment  was  allowed  at  the  Grays  Harbor  Motorship  Corporation. 

Sir.  Deake.  Yes,  sir. 

The  Chairman.  Did  this  c^ce  pay  the  salary  of  any  person  em- 
ployed at  the  Grays  Harbor  Motorship  Corporation  for  the  corpora- 
tion? 

Mr.  Deane.  You  have  two  contracts  at  Grays  Harbor.  You  have 
an  installation  contract  and  you  have  a  lump-sum  contract — ^the  hull 
contract.  The  installation  contract  is  cost  plus.  We  pay  the  salaries 
and  wa^res  of  certain  men  under  that  contract. 

The  Chairman.  Yes.    What  salaries  and  wages? 

Mr.  Deane.  Well,  we  paid  for  the  direct  labor  in  the  first  place. 
We  paid  the  superintendents  and  storekeeper,  etc.,  taking  care  of 
our  material  down  there. 

The  Chairman.  You  paid  those  salaries,  and  then  you  paid  the 
cost  of  installation  plus  how  much? 

Mr.  Deane.  I  think  it  is  a  fixed  fee  of  $5,000. 

The  Chairman.  Per  ship? 

Mr.  Deane.  Yes. 

The  Chairman.  What  other  charges  enter  into  the  cost  of  in- 
stallation, other  than  these  salaries  which  vou  pay  and  the  labor 
utilized  in  installing  the  equipment  and  machinery  ? 

Mr.  Deane.  What  other  charges  enter  into  our  costs? 

The  Chairman.  Yes,  sir. 

Mr.  Deane.  In  the  first  place,  the  installation  contract  provides 
for  a  lump-sum  allowance  for  plant  extensions  and  overhead  ex- 
penses. 

The  Chairman.  For  plant  extension  and  overhead  expenses? 

Mr.  Deane.  Yes,  sir.  It  provides  that  all  direct  labor  shall  be 
paid,  and  it  provides  for  a  fixed  fee  for  the  installation.  In  addi- 
tion to  those  expenses  there  are  charges  very  often  for  manufac- 
turing material  and  getting  it  into  shape  for  installation  in  the 
vessefi. 

The  Chairman.  Now,  are  any  of  the  salaries  of  officers  of  the 
<5orporation  included  in  the  overhead  expenses? 

Mr.  Deane.  Included  in  the  overhead  expenses?  There  is  a  lump- 
sum allowance  to  cover  overhead  expense. 

The  Chairman.  Yes.  Now,  do  you  know  whether  that  lump-sum 
allowance  was  made  up  from  a  computation  including  the  salaries 
of  the  officers  of  the  corporation  ? 

Mr.  Deane.  I  haven't  any  idea. 

The  Chairman.  Who  would  know  about  that? 

Mr.  Deane.  Generally  speaking,  it  is  a  uniform  allowance  for 
ev^  contractor. 

The  Chairman.  A  uniform  allowance  for  all  the  installation? 

Mr.  Deane.  Generally  speaking,  it  is. 

The  Chairman.  So  it  would  run  about  the  same? 

Mr.  Deane.  Yes. 

The  Chairman.  For  the  plant  at  Grays  Harbor  as  it  would  some- 
where else  in  this  district? 

Mr.  Deane.  Yes. 
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The  Chairman.  Is  there  a  separate  contract  for  each  ship  ? 

Mr.  Deane.  No. 
-   The  Chairman.  Does  a  contract  embrace  a  number  of  ships?- 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Does  the  Grays  Harbor  contract  include  the  ships 
which  were  not  constructed  at  the  Grays  Harbor  yard? 

Mr.  Deane.  I  do  not  think  the  contract  specifies  where  the  skips 
were  to  come  from. 

The  Chairman.  And  the  contract  with  the  Grays  Harbor  Motor- 
ship  Corporation  for  the  construction  of  ships  does  not  include 
the  installation  of  machinery? 

Mr.  Deane.  That  is  riffht—the  construction  of  the  hulls. 

The  Chairman.  Just  tor  the  construction  of  the  hulls? 

Mr.  Deane.  Yes. 

The  Chairman.  If  you  know,  which  plant  was  in  existence  first — 
the  shipbuilding  plant  or  the  installation  plant  at  Grays  Harbor? 

Mr.  1)eane.  The  shipbuilding  plant. 

The  Chairman.  How  long  after  the  shipbuilding  plant  was  in- 
stalled was  the  installation  plant  installed? 

Mr.  Deane.  I  will  have  to  look  up  my  records. 

The  Chairman.  Who  pays  the  cost  of  towage  of  ships  taken  to 
an  installation  plant  from  the  yard  other  than  that  in  which  the 
ships  were  constructed? 

Mr.  Deane.  We  do. 

The  Chairman.  The  district  office? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Of  the  Fleet  Corporation  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Who  does  the  actual  towing  ? 

Mr.  Deane.  Who  does  the  towing? 

The  Chairman.  Yes. 

Mr.  Deane.  The  tugboat  companies. 

The  Chairman.  The  corporation  has  no  towboats  of  its  own — the 
Fleet  Corporation? 

Mr.  Deane.  No. 

The  Chairman.  Now,  have  you  made  contracts  with  towboat 
companies  to  take  these  vessels,  a  general  contract,  or  do  you  make 
a  contract  in  each  instance? 

Mr.  Deane.  I  presume  a  contract  is  made  in  each  instance. 

The  Chairman.  Do  you  know  how  many  towboat  companies 
there  are  in  this  district,  which 

Mr.  Deane.  No,  sir. 

The  Chairman.  You  do  not  know? 

Mr.  Deane.  I  do  not  Iniow. 

The  Chairman.  Now,  do  vou  know  if  any  of  the  towboat  com- 
panics  in  this  district  are  under  the  control  of  and  operated  by  the 
shipyards? 

Mr.  Deane.  I  think  at  least  one  yard  has  its  own  towboat  service. 

The  Chairman.  What  yard  is  that? 

Mr.  Deane.  Skinner  &  Eddy. 

The  Chairman.  Were  any  contracts  made  with  the  Skinner  4 
Eddy  Corporation  for  the  towing  of  wooden  hulls  to  installation 
plants  ? 
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Mr.  Deane.  I  would  have  to  look  that  up. 

The  Chaikman.  Yes ;  if  you  will,  please; 

Did  you  ever,  as  the  result  of  an  examination  of  the  books  of  the 
Grays  Harbor  Motorship  Corporation,  change  the  basis  of  pay- 
ments there,  or  invoke  the  tightening-up  process  that  you  have 
referred  to  in  the  Meacham  &  Babcock  case  ? 

Mr.  Deane.  No,  sir. 

The  Chaerman.  You  have  had  a  resident  auditor  examine  their 
books  from  time  to  time? 

Mr.  Deane.  There  is  a  resident  auditor  there  at  all  times. 

The  Chairman.  At  all  times? 

Mr.  Deane.  Yes,  sir. 

The  Chaikmajt.  Have  you  ever  ordered  a  special  examination  of 
their  books  at  any  time  ? 

Mr.  Deane.  No. 

The  Chaihman.  With  I'eference  to  the  payment  of  bonuses  and 
penalties,  how  are  you  satisfied  that  the  bonus  is  proper  to  be  paid 
or  the  penalty  is  proper  to  be  deducted  or  collected  ? 

Mr.  Deane.  By  the  delivery  dates  of  the  vessels. 

The  Chairman.  By  the  delivery  dates? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  In  the  original  contract  ? 

Mr.  Deane.  The  original  contract  specifies  certain  dates.  It  also 
provides  for  certain  extensions  of  time  for  various  causes.  The  dis- 
trict manager  grants  the  extensions  of  time  on  certain  occasions,  of 
which  we  are  notified. 

The  Chairman.  He  advises  you  from  time  to  time  that  the  date 
of  delivery  is  extended? 

Mr.  Deane.  Yes. 

The  Chairman.  Well,  when  the  final  payment  voucher  comes 
along  you  compare  the  date  of  delivery  as  indicated  in  the  voucher 
with  the  time  g^ven  to  you  by  the  district  manager? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Do  vou  know  how  much  has  been  withheld,  de- 
ducted,  or  collected  in  the  way  of  penalties  in  this  district? 

Mr.  Deane.  Not  offhand ;  no. 

The  Chairman.  Have  there  been  any  such  cases  ? 

Mr.  Deane.  We  are  holding  up  some  final  payments  right  now, 
determining  the  amount  of  penalties. 

The  Chairman.  Prior  to  this  time  have  there  been  any? 

Mr.  Deane.  Some  of  these  sums  we  are  holding  up  date  back  to 
some  of  the  earliest  ships  delivered. 

The  Chairman.  Your  policy  has  not  vet  been  determined  upon 
that? 

Mr.  Deane.  The  amount  of  time  extended  has  not  vet  been  de- 
tennined  upon  or  agreed  upon  by  the  contractor. 
The  Chairman.  The  amount  of  time  extended? 
Mr.  Deane.  I  mean  to  say  the  amount  of  time  allowed  on  the 
delivery  date  has  not  yet  been  agreed  upon  by  the  contractor. 

The  Chairman.  Well,  do  I  understand  you  to  say  that  after  a 
ship  is  delivered — completed,  and  accepted  by  the  Shipping  Board — 
the  district  office  will  then  extend  the  time  for  the  completion  under 
the  contract  ? 
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Mr.   Deane.  No;  but  there  are  cases  where,  we  will  say,  the 
maximum  penalty  is  due.    We  may  be  holding  up  sufficient  funds 
in  the  district  office  to  offset  that,  although  the  contractor  has  not 
yet  admitted  that  he  is  liable  for  the  maximum  penalty,  in  which 
case  it  may  be  taken  up  by  the  home  office  and  grow  into  a  long 
argument. 
The  Chairman.  Then,  the  final  payment  is  withheld? 
Mr.  Deane.  Sufficient  to  offset  the  amount  of  the  penalties  is 
withheld. 
The  Chairman.  And  the  ship  is  delivered  and  accepted? 
Mr.  Deane.  Yes,  sir. 
The  Chairman.  And  put  in  commission? 
Mr.  Deane.  Yes,  sir.  ' 

The  Chairman.  Could  you  prepare  a  statement  showing  the 
amount  withheld  by  way  of  penalty,  the  yards  affected,  the  ships 
to  which  the  penalties  applied,  the  date  of  completion  of  the  ships, 
and  the  original  date  of  completion  as  fixed  by  the  contract? 

Do  you  make  any  difference  in  the  method  of  payment  on  requisi- 
tioned ships  and  on  direct-contract  ships? 
Mr.  Deane.  In  the  method  of  payment? 
The  Chairman.  Yes,  sir. 

Mr.  Deane.  In  the  fall  of  1917,  and  up  to  that  time,  requisitioned- 
ship  payments  were  made  direct  by  the  home  office  to  the  builders, 
on  vouchers  submitted  to  them  through  the  district  office.  Since 
that  time,  however,  payments  have  been  made  on  requisitioned  ships 
by  the  district  office  in  very  much  the  same  manner  as  payments  on 
account  of  direct-contract  ships. 

The  Chairman.  This  office,  since  you  began  making  payments  on 
requisitioned  ships,  has  paid  no  attention  to  the  original  contract  for 
that  ship,  which  existed  at  the  time  of  its  requisitioUj  but  you  made 
the  payments  upon  terms  fixed  at  the  time  of  requisition,  I  suppose! 
Mr.  Deane.  We  made  our  payments  from  the  district  office  upon 
terms  of  contract  agreed  upon  between  the  home  office  and  the 
builders. 

The  Chaxkman.  The  home  office.  No  contracts  for  requisitioned 
ships  in  this  district  were  made  direct  by  the  district  officer  and  sub- 
mitted  to  the  home  office  for  approval,  as  I  understand  you? 
Mr.  Deane.  Not  for  requisitioned  ships;  no. 
The  Chairman.  Not  for  requisitioned  ships?  Will  you  look  up 
and  see  how  much  this  office  has  paid  for  salvage  or  towage  of  vessels 
which  have  become  wrecked  at  sea  or  have  been  in  distress,  with  the 
names  of  the  vessels,  the  parties  to  whom  the  payments  were  made, 
the  amount,  and  the  circumstances  under  which  the  payment  became 
necessary;  also  the  yard  in  which  the  ship  was  constructed,  and  the 
number  of  the  hull  ?    If  you  can  get  it  if  any  such  cases  exist  ? 

Mr.  Deane,  were  you  ever  called  in  to  a  conference  by  the  district 
manager  during  the  latter  part  of  1917  and  early  in  1918  for  the 
purpose  of  giving  your  opinion  upon  the  financial  responsibility 
of  parties  seeking  contracts  for  the  construction  of  ships  in  this 
district  ? 

Mr.  Deane.  During  1917  I  was  working  under  Mr.  Purse,  who 
was  district  auditor  at  that  time.  At  the  time  I  came  in  here,  in  the 
middle  of  August  last  year,  the  contracts  had  been  very  largely  let 
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I  do  not  recollect  any  particular  conferences  regarding  the  financial 
ability  of  people  applying  for  contracts  with  the  Fleet  Corporation. 

The  Chairman.  Were  you  ever  called  in  by  the  district  manager 
to  a  conference  with  reference  to  the  financial  ability  of  a  contractor 
to  complete  a  contract  which  he  had  with  the  Fleet  Corporation? 
TVTiich  contracts  were  involved  in  those  conferences? 

Mr.  Deane.  I  could  not  say.  Those  conferences  came  up  fairly 
often,  and  I  could  not  say? 

The  Chairman.  Meacham  &  Babcock? 

Mr.  Deane.  Meacham  &  Babcock  would  be  one. 

The  Chairman.  The  Sloans? 

Mr.  Deane.  Yes;  the  Sloans  would  be  another. 

The  Chairman.  Nilson  &  Kelez? 

Mr.  Deane.  I  do  not  remember  any  particular  conference  on  Nil- 
son  &  Kelez. 

The  Chairman.  The  Wright  brothers? 

Mr.  Deane.  I  could  not  remember. 

The  Chairman.  The  Allen  yard? 

Mr.  Deane.  Yes ;  I  have  conferred  with  the  district  manager  re- 
garding the  Allen  yard. 

The  Chairman.  The  Puget  Sound  Bridge  &  Dredging  Co.  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  The  Grays  Harbor  Motorship  Corporation? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Do  you  have  notes  or  documents  which  would 
show  the  result  of  these  conferences,  or  what  they  were  about? 

Mr.  Dbane.  It  is  not  very  likely  that  I  would  have. 

The  Chairman.  Then,  if  you  have  not  anything  to  refresh  your 
memory,  you  can  give  us  your  best  recollection  of  what  the  con- 
ference was  about  with  reference  to  the  Puget  Sound  Bridge  & 
Dredging  Co. 

Mr.  Deaxe.  The  conference  as  to  the  Puget  Sound  Bridge  & 
Dredging  Co.  was  with  reference  to  the  conversion  of  a  lump-sum 
contract,  which  had  become  involved,  into  a  cost-plus  agreement. 

The  Chairman.  A  lump-sum  contract  for  the  construction  of 
ships  ? 

Mr.  Deane.  Yes. 

The  Chairman.  Which  had  become  involved  into  a  cost-plus? 

Mr.  Deane.  No;  I  say  it  became  involved  from  the  operation 
of  it. 

The  Chairman.  Oh,  it  became  involved  from  the  operation  of 
the  contract  ? 

Mr.  Deane.  Yes;  from  the  operation  of  the  contract,  from  the 
fulfillment  of  it. 

The  Chairman.  Will  you  tell  us  about  that? 

Mr.  Deane.  The  Puget  Sound  Bridge  &  Dredging  Co.  had  a  con- 
tract for  eight  hulls  of  a  certain  type,  which  were  changed — I  think 
six  of  them  were  changed  to  vessels  of  another  type.  Therefore, 
the  payments  that  were  outlined  in  the  contract  and  the  contract 
price  agreed  upon  could  hardly  be  expected  to  apply  to  these  vessels 
of  another  type. 

The  Chairman.  Just  a  moment.  They  had  a  contract  for  eight 
vessels  of  a  certain  type  ? 
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Mr.  Deane.  Yes. 

The  Chairman.  And  the  type  wajs  changed? 

Mr.  Deane.  Yes. 

The  Chairman.  And  because  the  type  was  changed  the  original 
contract  would  not  apply? 

Mr.  Deane.  Yes. 

The  Chairman.  Ayid  a  new  contract  was  made? 

Mr.  Deane.  No;  there  was  no  contract  made  up  to  that  time. 

The  Chairman.  They  were  thinking  of  making  a  new  one? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  They  were  considering  it? 
-Mr.  Deane.  Yes. 

The  Chairman.  And  in  making  the  new  contract  they  changed 
it  eventually  to  a  cost-plus,  a  fixed  fee? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  As  to  the  vessels,  the  type  of  which  had  been 
changed  ? 

Mr.  Deane.  Yes. 

The  Chairman.  The  original  contract  being  for  a  flat  sum? 

Mr.  Deane.  Yes. 

The  Chairman.  Now,  with  reference  to  these  ships  under  the  later 
contract,  larger  in  amount  than  the  original  one,  did  the  change  of 
type  reduce  the  cost  of  the  ship  ? 

Mr.  Deane.  It  increased  the  cost  of  the  ship.  I  do  not  think  it 
is  any  stipulated  amount.  This  was  a  cost  plus  a  fixed  fee  for  those 
ships. 

The  Chairman.  There  was  some  estimate,  of  course,  a?  to  what 
the  change  in  type 

Mr.  Deane.  The  change  in  type  was  going  to  increase  the  cost. 

The  Chairman.  There  was  some  estimate  of  what  the  increased 
cost  would  be,  I  suppose,  stated  at  this  conference? 

Mr.  Deane.  There  was  some  estimate,  but  from  what  I  can  recol- 
lect, it  was  pretty  hard  to  get  the  builder  down  to  our  figures. 

The  Chairman.  And  had  these  contracts  been  completed,  with 
the  exception  of  the  two  ships  which  were  canceled? 

Mr.  Deane.  I  could  not  definitely  state. 

The  Chairman.  As  auditor  of  this  district  office,  as  district  audi- 
tor, at  any  time  have  you  received  from  the  home  office  any  state- 
ment or  directions,  setting  forth  a  limitation  upon  the  amount  of  ex- 
Eenditures  or  the  apportionment  of  the  expenditures  which  could 
e  made  in  this  district  from  the  funds  of  the  Fleet  Corporation  or 
the  Shipping  Board,  appropriated  by  Congress? 

Mr.  Deane.  The  amount  to  be  expended  for  salaries  of  district 
officials  IS  limited  bv  the  home  office. 

The  Chairman.  The  amount  for  salaries? 

Mr.  Deane.  Yes. 

The  Chairman.  The  aggregate,  or  the  amount  per  man? 

Mr.  Deane.  No;  the  aggregate  is  limited.  Tliere  is  a  system  of 
personnel  control,  which  is  quite  elaborate,  and  it  would  take  a  long 
time  to  detail  it. 

The  Chairman.  Yes:  but  for  construction  work,  for  extras  and 
other  activities  of  the  board,  is  there  any  limit  fixed  by  the  home 
office  upon  the  amount  that  can  be  expended  in  this  district,  that  has 
come  to  your  notice? 
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Mr.  Deanb.  Not  that  has  come  to  my  notice ;  no. 

The  Chairman.  Now,  what  was  the  conference  about  with  i-efer- 
ence  to  the  tinances  of  the  (irays  Harbor  Motorship  Corporation,  as 
near  as  you  can  recollect  V 

Mr.  Deane.  If  I  recollect  the  contract,  it  is  something  that  you 
have  called  for  in  your  notes  already.  It  was  regarding  this  in- 
stallation contract  and  the  application  of  the  Grays  Harbor  Motor- 
ship  Corporation  for  more  money. 

The  Chairman.  Application  for  more  money  than  was  provided 
for  in  the  contract  ? 

Mr.  Deane.  Yes. 

The  Chairman.  Do  you  remember  what  decision  was  reached  at 
that  conference? 

Mr.  Deane.  I  could  not  remember  distinctly  the  agreement  that 
was  reached  at  that  conference,  but  you  have  asked  for  a  copy  of  that 
here,  in  general.    I  will  bring  it  in  to  you. 

The  Chairman.  That  is,  a  copy  of  the  contract  ? 

Mr.  Deane.  Yes. 

The  Chairman.  Were  any  other  matters  taken  up  at  that  con- 
ference? 

Mr.  Deane.  Not  that  I  can  remember. 

The  Chairman.  Were  any  other  matters  taken  up  at  any  other 
conference  relating  to  the  finances  of  the  Grays  Harbor  Motorship 
Corporation  ? 

Mr.  Deane.  I  really  could  not  remember.  Conferences  and  dis- 
cussions between  the  district  manager  and  my  office  on  all  of  these 
contracts  were  very  common. 

The  Chairman.  Now,  tell  us  whether  there  was  ever  any  con- 
ference with  reference  to  the  finances  or  the  obligations  of  the 
Skinner  &  Eddy  Corporation  with  the  Emergency  Fleet  Corpora- 
tion ? 

Mr.  Deane.  We  have  had  conferences  regarding  the  Skinner  & 
Eddy  Corporation. 

The  Chairman.  And  were  payments  and  bonuses  discussed  ? 

Mr.  Deane.  I  could  not  say  that  the  matter  of  bonuses  had  been 
particularly  discussed.  Various  matters  of  payments  were  discussed, 
however. 

The  Chairman.  What  was  the  conference  about  as  affecting  the 
Wright  Bros.' yard? 

Mr.  Deane.  I  haven't  any  idea. 

The  Chairman.  Or  the  Allen  yard  ? 

Mr.  Deane.  I  could  not  remember. 

The  Chairman.  Do  you  know  of  any  other  contracts  the  form  of 
which  were  changed  subsequent  to  any  conferences  which  you  may 
have  had  with  the  district  manager  ? 

Mr.  Deane.  I  could  not  recollect  any. 

The  Chairman.  I  think  that  is  all. 

Mr.  Kelley.  In  the  case  of  a  corporation  which  has  a  separate 
contract  for  the  hulls  from  that  of  the  installation,  how  do  you 
apportion  the  overhead  expenses  of  the  corporation  ? 
Mr.  Deane.  The  installation  contractor,  although  he  might  be  the 

same  man 

Mr.  Keuley.  That  is  what  I  mean — where  the  contractor  is  the 
same  corporation. 
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Mr.  Deaxe.  He  receives  a  fixed  sum  to  cover  overhead  expenses. 
We  are,  therefore,  not  interested  in  the  overhead  expenses  of  its 
installation  plant. 

Mr.  Kelley.  Where  the  contractor  is  the  same  corporation,  the 
salary  of  the  president,  the  secretary,  the  treasurer,  and  general 
manager  would  be  apportioned,  you  sav,  according  to  the  amount 
of  business  done  in  the  two  branches  of  the  corporation? 

Mr.  Deane.  No,  sir. 

Mr.  Kelley.  How  would  that  be  arrived  at? 

Mr.  Deane.  That  would  be  a  matter  for  the  contractor's  own  ac- 
counting. I  do  not  know  how  they  might  handle  it.  We  would  not 
be  interested. 

Mr.  Kelley.  What  would  there  be  to  hinder  a  contractor  from 
charging  his  entire  office  expenses  to  the  installation  contract  where 
it  is  a  cost-plus  contract  ? 

Mr.  Deane.  I  do  not  see  that  it  would  do  him  any  good  to  do  it. 

Mr.  Kelley.  Here  is  a  contractor  that  has  one  contract  for  the 
hulls 

Mr.  Deane.  Yes. 

Mr.  Kelley.  A  lump-sum  contract. 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Now,  in  that  same  yard,  or  adjacent  thereto,  is  the 
installation  plant. 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  And  the  same  officers  run  both  plants. 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Now,  if  he  could  charge  the  expense  of  management 
to  his  installation  contract,  it  would  relieve  him  entirely  from  all 
expenses,  overhead  expenses,  for  officers  and  employees  in  connection 
with  this  lump-sum  contract,  would  it  not? 

Mr.  Deane.  By  the  terms  of  this  installation  contract,  the  amount 
of  money  that  he  is  to  be  allowed  for  office  expenses  and  all  such 
items  has  been  fixed  at  a  certain  lump  sum  per  vessel. 

Mr.  Kelley.  But  suppose  the  installation  corporation  is  a  sep- 
arate corporation  from  the  hull  contractor. 

Mr.  Deane.  The  same  condition  exactly. 

Mr.  Kelley.  You  allow  him  the  same  expenses  for  officers,  do 
you? 

Mr.  Deane.  We  do  not  allow  him  any  particular  expenses  for 
officers,  mind  you. 

Mr.  Kelley.  It  is  based  on  the 'actual  expanses,  probably,  is  it 
not? 

Mr.  Deane.  No.  These  allowances  for  plant  extensions  and  over- 
head expenses  on  installation  contracts  are,  generally  speaking,  the 
same. 

Mr.  Kelley.  I  do  not  know  whether  our  minds  quite  meet  on  this 
point,  but  for  fear  they  do  not,  let  me  state  it  again:  Here  is  a 
corporation  with  two  cx)ntracts,  one  for  installation  and  the  other 
for  hull  construction,  the  same  identical  corporation. 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  Having  the  same  officers. 

Mr.  Deane.  Yes,  sir. 

Mr.  Kelley.  And  the  same  office  force  handling  their  business! 
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Mr,  Deane.  Yes,  sir. 

Mr.  Keixet.  Now,  you  allow  that  corporation  as  much  per  ship  for 
overhead  as  though  they  did  not  have  any  hull  construction  con- 
tract at  all? 

Mr.  Deane.  Yes. 

Mr.  Kellet.  Do  you  think  that  is  a  fair  proposition? 

Mr.  Deane.  Yes;  I  do. 

Mr,  Kelubt.  Are  you  not  paying  a  part  of  their  overhead  ex- 
penses on  their  lump-sum  contract  when  you  do  that  ? 

Mr.  Deane.  I  do  not  see  why.  We  will  take  one  hull  contractor, 
for  instance.  His  installation  plant  is  auite  a  way  removed  from 
his  hull  plant.  It  is  almost  an  indepenaent  unit.  He  has  got  his 
upkeep  expenses.  The  general  manager  or  president  of  the  company 
may  devote  a  certain  amount  of  time  to  jthe  two  plaifts,  in  which  case 
he  would  get  his  reward  out  of  the  efficiency  that  had  been  produced, 
I  presume ;  but,  generally  speaking,  the  expense  of  that  installation 
plant,  whether  located  right  next  to  the  hull  plant  or  a  mile  from 
there,  will  be  approximatelv  the  same,  under  ^ood  management. 

Mr.  Keli-ey.  Very  often  the  salary  of  the  president  of  the  corpora- 
tion and  the  office  expenses  amount  to  a  considerable  sum  in  the  han- 
dling of  the  business. 

ifr.  Deane.  I  do  not  know  that  this  allowance  that  is  given  for 
plant  extension  and  for  overhead  expenses  is  to  cover  the  salaries 
of  the  president  or  other  people  that  do  not  actually  produce  some- 
thing. 

Mr.  Kelley.  If  the  corporation  were  producing  nothing  but  in- 
stallation, naturally  every  expense,  office  expense,  and  manufactur- 
ing costs  and  everything,  would  be  added  together ;  but  if  that  same 
corporation,  through  the  same  officers,  was  conducting  another  inde- 
pendent business,  it  would  seem  as  though  you  were  relieving  them 
from  a  part  of  their  overhead  expenses  on  a  lump-sum  contract,  when 
you  make  that  kind  of  an  arrangement.  In  other  words,  is  it  not 
an  advantageous  thing  for  a  contractor  to  divide  his  contract  if  he 
can,  and  have  one  contract  for  hulls  and  another  contract  for  in- 
stallation ? 

Mr.  Deane.  I  should  think  that  was  a  good  thing  for  the  con- 
tractor. 

Mr.  Kelley.  That  that  was  a  good  thing  for  the  contractor.  Now, 
will  you  furnish  a  list  of  all  contractors  in  this  dstrict  which  de- 
livered to  the  Government  a  completed  ship,  where  the  contract  is 
split  in  that  way? 

In  the  case  of  Meacham  &  Babcock,  when  did  your  resident  auditor 
call  your  attention  to  the  conditioh  of  their  affairs  first? 

Mr.  Deane.  I  think  about  August  1,  which  was  two  weeks  before 
I  was  appointed  district  auditor,  from  the  manner  in  which  Mea- 
cham &  Babcock  were  putting  in  their  application  for  funds,  I 
thought  it  might  be  desirable  to  have  an  audit  made  of  their  books. 

Mr.  Kelley.  Your  resident  auditor  had  never  sounded  any  warn- 

Mr.  Deane.  There  was  no  resident  auditor  on  the  hull  contract  at 
that  time.    There  was  a  resident  auditor  on  the  installation  contract. 
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Mr.  Kellet.  They  had  split  the  contract  down  there,  had  they! 

Mr.  Deane.  Yes. 

Mr.  Kellet.  That  was  because  the  installation  plant  was  put  in 
afterwards,  was  it? 

Mr.  Deane.  No.    I  could  not  give  you  the  exact  details  of  that 

Mr.  Kellet.  But  probably  that  is  the  explanation  of  all  of  these 
divided  contracts. 

Mr.  Deane.  I  think  that  is  the  explanation  of  a  great  many  of 
them. 

Mr.  Keli^t.  That  they  had  the  power  plant  first,  and  after- 
wards  

Mr.  Deane.  Put  in  the  installation  plant. 

Mr.  Kellet  ^continuing) .  Put  in  the  installation  plant. 

Mr.  Deane.  That  is  the  explanation  of  a  great  many  of  these 
divided  contracts. 

Mr.  Kellet.  Is  the  Meacham  &  Babcock  yard  a  new  yard? 

Mr.  Deane.  It  was  a  new  yard  to  take  on  Fleet  corporation  busi- 
ness. 

Mr.  Kellet.  It  was  in  existence,  though,  before  the  war? 

Mr.  Deane.  No  ;  it  was  built  in  the  fall  of  1917  to  take  on  Fleet 
Corporation  business. 

Mr.  Kellet.  As  I  understand  it,  this  is  a  steel  yard? 

Mr.  Deane.  No,  sir ;  a  wood  yard. 

Mr.  Kellet.  It  is  a  wood  yard? 

Mr.  Deane.  Yes. 

Mr.  Kellet.  Did  the  Government  assist  Meacham  &  Babcock  in 
the  installation  of  this  plant? 

Mr.  Deane.  Yes,  sir.  The  installation  of  which  plant;  the  in- 
stallation plant? 

Mr.  Kellet.  Both. 

Mr.  Deane.  We  did  not  intentionally  assist  them  in  the  installa- 
tion of  their  hull  plant.  We  intentionally  assisted  them  in  the 
installation  of  their  mstallation  plant. 

Mr.  Kellet.  Is  it  your  contention  that  they  used  money  that 
yx>u  intended  that  th^  should  have  to  pay  bills  for  the  construc- 
tion of  the  ships^  to  pay  for  the  construction  of  the  wood  yard? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kellet.  You  are  sure  about  that,  are  you? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kellet.  And  that  was  one  of  the  reasons  why  you  refused 
to  advance  them  any  more  money? 

Mr.  Deane.  Yes,  sir. 

Mr.  Kellet.  That  is  all. 

The  Chairman.  We  will  recess  here  until  2.16. 
(Whereupon,  at  1  o'clock  p.  m.,  the  committee  recessed  until  2.15 
o'clock  p.  m.) 

after  recess. 

The  committee  resumed  its  session  at  2  o'clock  p.  m.,  Hon.  Joseph 
Walsh  (chairman)  presiding. 

Also  present :  Hon.  P.  H.  Kelley,  Hon.  L.  H.  Hadley,  and  Hon. 
I.  M.  Foster. 
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TESHHOITT  or  MB.  OEOBOE  P.  BEAH&— SeBuned. 

The  Chairman.  Mr.  Deane,  I  understand  you  desire  to  correct 
a  part  of  your  testimony? 

Mr.  Drane.  Yes. 

The  Chairman.  Which  was  given  here  on  a  former  hearing? 

Mr.  Drane.  Yes;  with  respect  to  the  launching  expenses,  given 
in  my  testimony  of  Tuesday  afternoon.  On  February  6,  1919, 
previous  instructions  with  regard  to  launching  expenses  were  can- 
<»led,  and  we  were  authorized  to  pay  up  to  $1,500  per  vessel  for 
actual  launching  expenses  on  such  ships  as  had  been  lai^xched  to 
that  date,  and  to  pay  up  to  $500  per  vessel  for  ships  launched  sub- 
seouently. 

The  Chairman.  What  would  be  the  character  of  the  expenses 
paid;  What  was  this  fifteen  himdred  or  five  hundred  dollars  to 
<x)ver? 

Mr.  Deane.  The  character  of  the  expenses  were — to  cover  the 
expenses  of  launching  ceremonies,  and  so  on. 

The  Chairman.  Well,  what  are  the  expenses  of  launching? 

Mr.  Deane.  Yes;  cover  the  launching  ceremonies. 

The  Chairman.  Yes;  but  what  did  that  consist  of? 

Mr.  Deane.  That  has  been  the  custom  since.  On  vessels  launched 
after  February  5,  1919,  the  allowance  was  to  be  not  to  exceed  $500 
per  vessel. 

Mr.  Foster.  And  they  had  allowed  $1,500  for  that  expense  prior 
to  that? 

Mr.  Deane.  Yes. 

Mr.  Foster.  Pardon  the  interruption.  I  did  not  notice  that  you 
had  it. 

The  Chairman.  Do  you  have  to  voucher  for  that  expense? 

Mr.  Deane.  Now;  yes.  On  these  custom-built  steel  ships  this 
more  particularly  relates  to.  Up  to  that  time  Mr.  McGee  had  cut 
those  out  in  our  audits,  and  had  refused  to  allow  them  as  expenses. 
Bat  subsequent  to  that  we  allowed  them  $1,500  to  pay  that  expense, 
provided  they  spent  that  much,  as  the  case  might  be  in  the  dif- 
lerent  instances. 

The  Chairman.  Did  you  see  what  they  spent  it  for  before  you 
made  the  allowance? 

Mr.  Deans.  Yes. 

The.  Chairman.  So  you  have  a  statement  as  to  how  the  $1,600  was 
expended? 

Mr.  Deane.  Yes. 

The  Chairman.  How  much  for  bands? 

Mr.  Deane.  Yes. 

The  Chairman.  And  how  much  for  the  other  features  of  the 
celebration,  or  the  ceremonies? 

Mr.  Deane.  Yes. 

The  Chairman.  And  you  have  that  now? 

Mr.  Deane.  Yes ;  I  have  that  on  file. 

The  Chairman.  In  making  this  allowance,  did  you  make  any  dis- 
tinction for  what  the  money  had  been  expendea?  Did  you  have 
any  discretion  as  to — ^say  where  you  allowed  this  $500,  when  you 
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did  that,  did  you  have  the  right  to  sfty  wo  are  not  going  to  pay  $100 
for  certain  things? 

Mr.  Deane.  In  a  great  many  instances  the  expenses  incurred 
by  the  contractor  had  exceeded  $1,500  per  ship;  so  when  we  got  to 
that  point  we  allowed  him  $1,500  for  his — per,  ship,  and  arbitrarily 
deducted  the  difference  in  his  accounts. 

The  Chairman.  Now,  were  you  instructed  by  the  home  office  to 
make  that  allowance? 
Mr.  Deane.  Yes. 

The  Chairman.  Prior  to  those  instructions,  you  had,  and  the  dis- 
trict-office had  made  no  allowances? 
Mr.  Deane.  That  is  right. 

Mr.  Kelley.  May  I  ask  a  question  right  there,  Mr.  Walsh? 
The  Chairman,   x  es. 

Mr.  Kelley.  Does  this  allowance  for  launching  cover  the  con- 
tractor's expenses  in  purchasing  gifts  for  citizens  acting  as  sponsors. 
Mr.  Deane.  Providing  he  does  not  exceed  the  limit. 
The  Chairman.  Yes;  providing  he  does  not  exceed  the  limit? 
Mr.  Deane.  Yes. 

The  Chairman.  And  there  was  a  limit  of  how  much  ? 
Mr.  Deane.  Fifteen  hundred  dollars  per  ship  on  ships  launched 
prior  to  February  5,  1919. 

The  Chairman.  Might  it  be  possible  for  the  contractor  to  pay 
the  sponsor  $1,500? 
Mr.  Deane.  I  do  not  think  so. 

The  Chairman.  Who  would  catch  that  and  disallow  it  ? 
Mr.  Deane.  This  $1,500  would  be  made  up  by  numerous  vouchers 
that  the  contractor  was  called  upon  to  pay ;  for  all  things. 

The  Chairman.  Suppose  he  had  not  any  expenses  at  all  ?  Would 
you  still  allow  him  the  money,  the  $1,500? 

Mr.  Deane.  Yes ;  but  the  resident  auditor  would  point  that  out  in 
a  case  of  that  kind.  Had  such  a  thing  been  done  I  had  sufficient 
confidence  in  the  resident  auditors  to  believe  that  they  would  have 
called  my  attention  to  that. 

The  Chairman.  Do  you  know  whether  or  not  any  relatives  of 

inspectors  or  auditors  or  managers,  or  other  employees  of  the  office 

here  ever  acted  as  sponsors  to  any  ships  which  have  b^en  launched 

in  this  district  ? 

Mr.  Deane.  Yes:  they  have. 

The  Chairman.  Mr.  Deane,  who  were  they  ? 

Mr.  Deane.  Well,  I  could  not  give  you  an  itemized  list. 

The  Chairman.  Will  you  get  that  information? 

Mr.  Deane.  Yes.    [Witness  makes  notation  of  point.] 

The  Chairman.  Did  you  appear  in  court  in  the  bankruptcy— in 

the  insolvency  proceedings  of  Meacham  &  Babcock? 

Mr.  Deane.  No. 

The  Chairman.  Who  established  the  insolvency  in  court? 
Mr.  Deane.  I  could  not  tell  you. 

The  Chairman.  I  would  think  you  would  be  the  one  to  show  that 
the  concern  was  insolvent,  if  it  were  insolvent? 
Mr.  Deane.  No,  sir. 

The  Chairman.  W^ho  else  would  have  that  information? 
Mr.  Deane.  The  contractor's  creditors,  I  should  think,  could  very 
readily  do  that. 
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The  CHAiRifAN.  You  were  not  called  upon  at  all  by  either  side  to 
make  any  showing? 

Mr.  Deane.  No. 

The  Chairman.  I  think  you  said  that  you  would  have  preferred 
8ome  other  method  of  handling  the  matter  rather  than  through  a 
receiver? 

Mr.  Dbane.  At  the  time  that  the  receiver  was  appointed,  or  at  the 
time  it  was  evident  that  some  action  was  going  to  be  taken  with 
regard  to  Meacham  &  Babcock,  I  was  not  in  favor  of  the  appoint- 
ment of  a  receiver. 

The  Chairman.  How  did  you  think  the  concern  ought  to  be 
handled,  with  a  view  to  protecting  the  Government's  interests  and 
the  interests  of  the  corporation  as  well  ? 

Mr.  Deane.  My  idea  would  have  been  to  put  our  representatives 
in  the  Meacham  &  Babcock  yard  to  have  run  it  and  worked  out  these 
contracts  as  fast  as  they  could  have  been  worked  out. 

The  Chairman.  This  yard  was  not  in  anything  like  the  condition 
the  Sloan  yard  was  in,  was  it? 

Mr.  Deane.  Do  you  mean  in  anything  like  as  bad  a  condition? 

The  Chairman.  Yes. 

Mr.  Deane.  Well,  they  were  not  parallel  cases.  But  the  Meacham 
&  Babcock  condition,  in  its  way,  was  just  as  bad  as  the  Sloan  condi- 
tion was  in  its  way. 

The  Chairman.  The  Government's  interest  was  not  anything  like 
as  OTeat  in  the  Meacham  &  Babcock  case  as  in  the  Sloan  case? 

Mr.  Deane.  No  ;  not  as  great. 

The  Chairman.  I  think  you  stated  you  thought  the  corporation 
was  insolvent  at  the  time  the  receiver  was  appointed  ? 

Mr.  Deane.  They  were  insolvent ;  yes. 

The  Chairman.  Now,  give  me  an  idea  of  what  you  set  down  as 
its  assets,  and  what  you  set  down  as  its  liabilities,  to  determine  its 
insolvency  ? 

Mr.  Deane.  I  would  rather  get  that  from  the  statement  made  at 
the  time. 

The  Chairman.  I  don't  mean  the  amounts ;  but,  for  the  present,  I 
mean  what  items  represented  their  assets? 

Mr.  Deane.  What  items?    The  plant? 

The  Chairman.  Yes;  did  you  put  the  plant  down;  in  deter- 
mining the  question  of  the  insolvency  of  the  corporation  did  you  put 
the  plant  down  at  what  it  cost? 

Mr.  Deane.  Yes. 

The  Chairman.  That  was  done? 
•  Mr.  Deane.  Yes. 

The  Chairman.  Then,  to  that  is  added  the  stock  on  hand? 

Mr.  Deane.  Stock  on  hand ;  accounts  receivable  against  the  Fleet 
Corporation,  and  so  on;  yes. 

The  Chairman.  In  their  accounts  receivable  against  the  Fleet 
Corporation  was  there  a  general  account  that  there  would  be  quite  a 
considerable  claim  in? 

Mr.  Deane.  There  was  some ;  yes ;  but  there  was  nothing  but  an 
estimate  at  the  time;  there  was  not  any  accurate  statement  of  the 
amount  prepared ;  the  best  I  could  get  was  a  guess. 

The  Chairman.  Do  I  understand  that  extras  were  included  in  the 
account  against  this  corporation  ? 
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Mr.  Deane.  Yes;  but  their  extra  account  had  not  proceeded  at 
that  time  as  far  as  it  has  now. 

The  Chairman.  So  that  if  you  apply  your  present  methods,  you 
have  allowed  their  extras  at  whatever  the  district  manager  had 
estimated  it  at? 

Mr.  Deake.  Yes. 

The  Chairman.  Did  you  ever  refuse  to  make  an  estimate  for 
these  people,  of  their  extras? 

Mr.  Deane.  Not  that  I  know  of. 

The  Chairman.  Or  sign  one? 

Mr.  Deane.  Not  that  I  know  of ;  I  could  not  say. 

The  Chairman.  Why  did  Ihey  not  present  their  vouchers  in  the 
regular  way  by  estimate? 

Mr.  Deane.  They  had  not  prepared  it ;  Meacham  &  Babcock  had 
not  prepared  it. 

The  Chairman.  They  went  ahead  and  made  the  charges  without 
an  estimate? 

Mr.  Deane.  Without  an  estimate;  yes.  Meacham  &  Babcock,  at 
the  time  the  receiver  was  appointed,  had  been  advanced  considerable 
sums  not  in  accordance  with  the  terms  of  the  contract.  We  had 
paid  them  on  several  occasions  and  given  them  money  for  specific 
purposes  to  pay  specific  bills.  It  was  a  pretty  hard  matter  to  guess, 
at  the  time  the  receiver  was  appointed,  whether  the  amount  they 
might  have  coming  for  extras,  with  their  increases  and  everything 
else,  that  "they  would  have  been  entitled  to  get  from  the  Fleet  Cor- 

5 oration,  would  offset  those  advances  or  not.  Meacham  &  Babcock 
id  not  always  spend  their  monev  for  the  purpose  for  which  it 
was  intended.  I  have  cases  in  mind  where  I  have  given  them  money 
to  pay  a  specific  bill,  and  that  bill  has  not  been  paid,  but  it  was 
some  other  bill  which  I  had  no  intention  of  giving  them  the  money 
to  pay  that  was  paid  instead.  So  that  when  the  receiver  was  ap- 
pointed, we  had  just  about  lost  all  faith  in  Meacham  &  Babcock. 

The  Chairman.  Then,  your  real  objection  to  the  Meacham  4 
Babcock  management  was  not  so  much  that  they  were  insolvent,  but 
that  they  did  not  apply  monevs  that  vou  had  already  advanced  to 
them  in  the  way  in  which  tney  saia  they  would  apply  it  when 
they  got  it? 

Mr.  Deane.  No,  sir;  they  were  insolvent,  in  that  they  could  not 
pay  their  bills. 

The  Chairman.  If  they  were  allowed,  in  your  figure  of  insolvency, 
if  you  allowed  them  the  value  of  the  plant  investment  and  you 
allowed  them  this  $120,000  for  extras,  in  case  that  should  be  estab- 
lished— would  that  have  cured  their  insolvency? 

Mr.  Deane.  No. 

The  Chairma'n.  How  much  would  they  be  back  yet? 

Mr.  Deane.  I  could  not  tell  you.  The  fact  remained  Meacham  4 
Babcock  were  not  in  position  to  qualify  for  any  further  payment 
under  the  contract,  and  therefore,  without  receiving  exceptional 
treatment  from  us,  could  not  pay  their  bills. 

The  Chairman.  How  much  were  their  liabilities  when  the  receiver 
was  appointed? 

Mr.  Deane.  As  near  as  I  can  recollect,  their  liabilities  were  ap- 
proximately $300,000. 


^    SHIPPIl^a  BOARD  OPEBATIOKS.  443 

The  Chairman.  That  did  not  include  the  advances  from  the  Gov- 
ernment on  account  of  the  plant? 

Mr.  Deane.  Yes;  that  included  everything;  that  included  all  of 
their  liabilities. 

The  Chairman.  Did  you  think  that  was  excessive  when  you  take 
into  account  a  part  of  that,  a  large  part  or  a  considerable  part,  was 
for  the  plant  itself? 
Mr.  Deane.  Was  for  the  plant  itself? 
The  Chairman.  Yes. 

Mr.  Deane.  We  never  advanced  them  anything  for  the  plant. 
They  used  funds  advanced  in  the  shipbuilding  contract  for  plant, 
but  we  never  advanced  for  that  purpose. 

The  Chairman.  Under  your  contract,  were  you  not  to  advance 
them  some  money  for  the  extension  of  the  plant? 

Mr.  Deane.  That  is  the  installation  contract,  and  that  did  not 
enter  into  this  question  very  largely. 

The  Chairman.  Did  Mr.  Blam  talk  to  you  about  putting  this 
company  into  the  hands  of  a  receiver? 

Mr.  Deane.  I  had  many  discussions  with  Capt.  Blain  regarding 
Meacham  &  Babcock,  and  the  best  policy  to  pursue  with  them, 
Those  dated  and  were  along  about  the .  1st  of  October,  and  kept  . 
occurring  at  frequent  intervals,  I  think,  for  the  rest  of  the  time 
^   that  Capt.  Blain  was  district  manager.    1  do  not  think  Capt.  Blain 
asked  me  particularly  my  opinion  regarding  the  appointment  of  a 
receiver. 
The  Chairman.  That  is  all.    Are  there  any  other  questions? 
Mr.  Hadlet.  In  stating  your  opinion  that  this  concern  was  in- 
solvent at  the  time  of  the  appointment  of  the  receiver,  did  you 
base  your  estimate  upon  the  fact  that  their  assets  were  less  than 
their  liabilities  or  upon  the  general  rule  that  they  were  unable  to 
meet  their  debts  as  a  going  concern  in  the  ordinary  course  of 
business? 

Mr.  Deane.  I  based  it  upon  the  statement  that  they  could  not  pay 
their  bills ;  but  as  for  the  other  part  of  it,  that  their  assets  were  less 
than  their  liabilities,  as  I  said  before,  there  was  so  much  estimating 
required  in  getting  an  approximate  idea  of  their  affairs  at  the  time 
that  I  would  not  care  to  venture  an  opinion. 

Mr.  Hadlet.  Did  you  tabulate  their  liabilities,  as  far  as  you  were 
able  to  get  them? 
Mr.  Deane.  Yes. 

Mr.  Hadlet.  And  you  found  them  to  be  approximately  $300,000? 
Mr.  Deane.  That  is,  as  far  as  I  could  gather. 
Mr.  Hadlet.  How  much  of  that  aggregate  would  be  the  liabilities 
of  the  Fleet  Corporation? 
Mr.  Deane.  To  the  Fleet  Corporation? 
Mr.  Hadlet.  Yes. 

Mr.  Deane.  The  Fleet  Corporation  liabilities  were  not  included 
in  that. 

Mr.  Hadlet.  The  Fleet  Corporation  liabilities  were  not  included 
in  that? 

Mr.  Deane.  No.  Their  liabilities  to  them  are  not  included ;  that  is, 
their  outstanding  outside  liabilities. 
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Mr.  Hadlet.  I  see.  Do  you  know  what  their  liability  to  the  Fle^ 
Corporation  was  as  to  advances?  Now,  I  am  not  speaking  of  any 
contractual  relations ;  just  as  to  the  advances. 

Mr.  Deanb.  Yes ;  but  that  would  be  hard  to  figure. 

Mr.  Hadley.  Do  j^ou  remember  approximately  what  the  Fleet 
Corporation  had  advanced  them  ? 

Mr.  Deane.  No;  my  books  will  show.  I  should  say,  how  much 
I  advanced  Meacham  &  Babcock  up  to  that  time,  but  I  could  not 

Mr.  Hadlet.  Were  those  advances  secured? 

Mr.  Deane.  Were  the  advances  secured? 

Mr.  Hadley.  Yes. 

Mr.  Deane.  No. 

Mr.  Hadley.  When  you  speak  of  advances,  you  have  reference  to 
those  sums  advanced  to  them,  outside  of  the  contracts? 

Mr.  Deane.  Outside  of  the  progress  payments. 

Mr.  Hadley.  What  was  youi:  basis  for  making  advances  if  they 
were  insolvent,  or  in  danger  of  insolvency,  without  security? 

Mr.  Deane.  In  October,  1919,  when  the  condition  of  Meacham  & 
Babcock's  affairs  first  became  a  matter  of  concern,  it  was  still  hoped 
they  would  be  able  to  pull  through. 

Mr.  Hadley.  Is  that  when  the  advances  were  made? 

Mr.  Deane.  That  is  when  we  first  began  to  make  advances. 

Mr.  Hadley.  Do  you  remember  how  much  Svas  advanced  at  that 
time  approximately  ? 

Mr.  Deane.  I  could  not  remember ;  the  most  of  those  advances 
were  in  the  effort  to  pay  their  most  pressing  obligations. 

Mr.  Hadley.  Obligations  to  other  creditors? 

Mr.  Deane.  Yes.  We  did  not  advance  them  $50,000  at  a  time  or 
any  other  sum  like  that ;  we  merely  pa\d  their  most  pressing  obliga- 
tions for  the  time  being. 

Mr.  Hadley.  When  did  you  next  make  advances  after  the  October 
advance? 

Mr.  Deane.  This  went  on — that  is  the  form  we  took;  we  paid 
those  from  time  to  time. 

Mr.  Hadley.  But  beginning  in  October,  1918? 

Mr.  Deane.  Yes. 

Mr.  Hadley.  Well,  would  you  be  able  to  determine,  without  much 
trouble,  the  aggregate  amount  of  advances  that  were  made,  un- 
secured advances? 

Mr.  Deane.  Yes. 

Mr.  Hadley.  I  would  like  you  to  do  that  if  you  please. 

Mr.  Deane.  I  will  do  so. 

Mr.  Hadley.  Now,  vou  estimated  the  total  liabilities  at  the  time 
you  commenced  making  these  advances  at  $300,000,  outside  of  any 
obligations  to  the  Fleet  Corporation  ? 

Mr.  Deane.  Yes. 

Mr.  Hadley.  You  did  not  favor  a  receivership,  but  rather  favored 
the  Fleet  Corporation  placing  a  representative  in  charge  of  operat- 
ing, in 'the  name  of  the  Fleet  Corporation,  I  understood  your  testi- 
mony to  be  ? 

Mr.  Deane.  Yes:  that  was  my  idea. 

Mr.  Hadley.  Well,  how  would  that  have  obviated  a  receivership 
on  the  part  of  other  creditors,  under  the  circumstances  you  have 
stated  ? 
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Mr.  Deane.  I  have  no  doubt  it  would  have  created  a  receivership 
eventually.  At  the  time  this  condition  of  Meacham  &  Babcock  was 
first  brought  about,  the  wood-ship  condition  in  this  district  was  in  a 
very  precarious  condition.  If  Meacham  &  Babcock  had  been  placed 
in  the  hands  of  a  receiver  on  October  1,  I  am  inclined  to  think  that 
7  out  of  10  other  wood  yards  in  this  district  would  have  followed 
them  within  a  week. 

Mr.  Hadley.  Po  you  mean  by  that  to  say  that  the  other  wood 
yards  were  in  as  precarious  condition  as  the  Meacham  &  Babcock 
vard  was? 

Mr.  Deane.  No;  I  do  not  think  they  were  in  as  precarious  a 
condition;  but  I  mean  to  say  that  the  creditors  of  the  wopd-ship 
yards  would  have  lost  so  much  faith  in  tlie  wood-ship  yard  situation, 
that  it  would  have  dumped  an  awfully  great  weight  on  the  creditors 
and  made  it  difficult  for  them  to  have  kept  their  heads  above  water. 

Mr.  HADiiEY.  Isn't  this  true,  that  if  the  Fleet  Corporation  had 
taken  charge  of  that  yard,  and  put  in  a  representative,  and  operated 
it,  that  would  have  mimediately  precipitated  a  receivership  unless 
some  arrangement  had  been  made  by  and  on  the  part  of  the  Fleet 
Corporation  to  provide  for  and  take  care  of  the  outside  creditors 
and  other  expenses? 

Mr.  Deane.  Yes. 

Mr.  Hadl£T.  If  you  had  taken  that  course,  would  not  obviously 
the  very  thing  you  suggest  have  then  followed;  namely,  a  general 
crash  among  the  other  shipyards,  and  the  Fleet  Corporation  would 
have  had  to  arrange  to  take  care  of  outstanding  obligations? 

Mr.  Deane.  Yes;  without  question,  it  would. 

Mr.  Hadley.  Do  you  think  the  Fleet  Corporation  could  have  been 
secured,  if  it  had  taken  up  these  other  obligations  to  the  extent  of 
$300,000,  assuming  that  to  be  the  amount? 

Mr.  Deane,  I  don't  know  that  they  could  have  been  fully  secured, 
but  I  think  that  would  have  been  the  lesser  of  two  evils. 

Mr.  Hadley.  That  is  what  I  want  to  get,  your  idea  of  the  best 
policy  to  pursue;  that  is  all. 

The  Chairman.  Are  there  any  further  questions  ? 

Mr.  Kelley.  I  would  like  to  ask  a  few  questions,  Mr.  Chairman. 

The  Chairman.  Yes. 

Mr.,  Kelley.  Have  those  bills  been  reduced  in  amount  since  the 
receivership  was  ordered? 

Mr.  Deane.  What  is  that? 

Mr.  Kelley.  This  $300,000  worth  of  liabilities,  have  they  been 
reduced  ? 

Mr.  Deane.  Have  they  been  reduced?  The  outstanding  lia- 
bilities? 

Mr.  Kelley.  Yes. 

Mr.  Deai^'e.  No,  sir. 

Mr.  Kelley.  You  have  not  paid  any  outstanding  bills  in  behalf 
of  this  company  since  the  receivership  ? 

Mr.  Deane.  We  have  purchased  claims. 

Mr.  Keli^y.  I  don't  quite  get  that? 

Mr.  Deane.  I  say  we  have  purchased  the  claims. 

Mr.  Kelley.  You  have  purcnased  the  claims? 

Mr.  Deane.  Yes. 
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Mr.  Kelley.  How  could  you  afford  to  do  that,  if  you  could  not 
afford  to  advance  money  in  the  first  place,  how  could  you  afford  to 
do  it  now  to  the  receiver? 

Mr.  Deane.  It  must  be  remembered  that  before  the  receivership, 
and  after,  we  were  paying  the  most  pressing  obligations  of  Meacham 
&  Babcock,  right  up  until  the  very  day  the  receiver  was  appointed; 
but  the  funds  we  gave  Meacham  &  Babcock  to  pay  those  most  press- 
ing obligations  were  not  used  for  that  purpose. 

Mr.  KelixEY.  I  know,  but 

Mr.  Deane  (continuing).  After  the  receivership,  and  we  pur- 
chased these  claims,  we  were  in  position  to  know  what  we  were 
getting  for  our  money  at  all  events. 

Mr.  Kelley.  Could  you  not  have  arranged  with  Meacham  &  Bab- 
cock to  pay  particular  bills? 

Mr.  Deane.  We  did ;  that  is  exactly  what  we  did. 
Mr.  Kelley.  You  advanced  them  money? 
Mr.  Deane.  Yes. 

Mr.  Kelley.  Could  you  not  have  arranged  to  pay  the  bills  direct  ? 
Mr.  Deane.  To  have  paid  the  bills  direct? 

Mr.  Kjslley.  Yes;  and  have  avoided  the  receivership,  if  that  was 
the  only  question — ^the  mere  application  of  the  money  you  advanced 
to  them? 

Mr.  Deane.  I  presume  that  could  have  been  done. 
Mr.  Kelley.  That  would  have  been  a  very  simple  thing  to  do. 
Mr.  Deane.  Yes;  but  I  don't  know  that  it  would  have  been  the 
best  thing  to  do. 

Mr.  KJELLEY.  Why  not? 
Mr.  Deane.  Why  not? 

Mr.  Kelley.  Yes;  why  would  not  that  have  been  all  right? 
Mr.  Deane.  Meacham  &  Babcock  could  obtain  money  from  the 
Fleet  Corporation,  with  the  resident  auditor  on  the  job  there;  but 
after  they  got  that  money  they  would  not  pay  the  very  biUs  it  was 
intended  to  pay. 

Mr.  Kelley.  I  know  that,  but 

Mr.  Deane   (continuing).  Do  you  mean,  could   they   have    pre- 
sented—just as  easily  presented — bills  to  us  for  direct  payment? 
Mr.  Kelley.  Yes ;  couldn't  they  ? 
Mr.  Deane.  They  could  have  done  it. 

Mr.  Kelley.  And  then  you  could  have  paid  the  bills  direct,  and 
there  would  have  been  no  question  about  it? 

Mr.  Deane.  They  might  not  have  been  good  bills. 
Mr.  Kelley.  Oh,  well,  they  would  have  had  to  have  been  ap- 
proved by  the  proper  officers  of  the  company  ? 

Mr.  Deane.   x  es 

Mr.  Ej^lley.  Just  a  minute;  whether  you  paid  them  direct  or 
gave  them  a  lump  sum  out  of  which  they  were  to  pay  them  would 
make  no  difference,  would  it,  as  far  as  the  genuineness  of  the  bills 
were  concerned;  you  would  have  to  determine  that  anyway,  would 
you  not? 

Mr.  Deane.  Yes;  but  after  four  or  five  months'  dealing  with 
Meacham  &  Babcock  along  those  lines,  we  finally  waked  up  to  the 
fact  we  had  been  fooled ;  1  don't  think  anvbody  was  very  much — 
in  much  of  a  mood  to  trust  Meacham  &  Babcock  much  further. 
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Mr.  Kellet.  Has  it  been  your  practice  to  pay  bills  direct  for  other 
corporations? 

Mr.  Deane.  No,  sir. 

Mr.  Kelley.  Never  have  done  that  ? 

Mr.  Deane.  Paid  bills  direct  to.  the  creditor,  and  charge  the  con- 
tractor. I  don't  know  of  a  single  instance  in  the  district  where  that 
has  been  done. 

Mr.  Kellet.  You  have  always  advanced  to  corporations  a  lump 
sam,  on  the  understanding  that  they  should  pay  certain  bills  out  of 
that  sum  ? 

Mr.  Deane.  Yes. 

Mr.  Kellet.  You  have  never  sent  the  money  direct  to  a  creditor? 

Mr.  Deane.  No. 

Mr.  Kellet.  Or  never  have  dealt  directly  with  a  creditor? 

Mr.  Deane.  No. 

Mr.  Kelley.  You  are  certain  about  that,  are  you  ? 

Mr.  Deane.  I  am  pretty  certain  about  that,  yes;  we  have  never 
paid  any  specific  creditors'  bills,  outside  of  the  purchase  of  these 
claims  of  Meacham  &  Babcock.  * 

Mr.  Kellet.  Do  you  know  whether  there  has  been  any  practice  of 
that  kind  followed  in  the  Oregon  district? 

Mr.  Deane.  I  could  not  tell  you. 

Mr.  KiLLET.  Of  paying  the  creditors  direct? 

Mr.  Deane.  I  could  not  tell  you. 

Mr.  Kellet.  Have  you  any  instructions  from  the  home  oflSce  which 
would  prevent  your  doing  that? 

Mr.  Deane.  No,  sir. 

Mr.  Kellet.  Then  the  fact  is  that  the  Grovemment  is  now  the  only 
creditor  of  this  firm  ? 

Mr.  Deane.  No  ;  not  the  only  creditor. 

Mr.  KsLLEY.  Who  else  is,  if  you  bought  all  of  the  claims? 

Mr.  Deane.  The  Scandinavian  American  Bank  is  a  fair-sized 
creditor;  I  think  there  are  a  few  other  outstanding  creditors  besides 
them. 

Mr.  Kellet.  I  thought  you  said  you  bought  all  of  them  up  ? 

Mr.  Deane.  All  claims  of  material  men — ^men  who  have  supplied 
material  for  the  ships. 

Mr.  Kellet.  How  did  the  bank  happen  to  be  interested  ? 

Mr.  Deane.  The  bank  had  a  note,  I  think,  of  $60,000,  which  they 
were  carrying  for  Meacham  &  Babcock. 

Mr.  Kellet.  Now,  when  these  ships  are  finished  and  paid  for 
under  the  receiver,  will  the  Government  come  out  all  whole  ? 

Mr.  Deane.  I  could  not  tell  you  that  at  the  present  time. 

Mr.  Kellet.  Were  they  to  receive  a  fee  for  their  work  ? 

Mr.  Deane.  Meacham  &  Babcock  have  a  lump-sum  contract. 
Mr.  Kellet.  Meacham  &  Babcock  have  a  lump-sum  contract? 
Mr.  Deane.  Yes ;  that  is,  as  far  as  the  hulls  are  concerned. 
Mr.  KsLLEY.  Won't  the  contract  price  cover  those  outstanding 
obligations,  plus  the  material  and  labor  which  will  be  still  expended  ? 
Mr.  Deane.  That  could  not  be  specifically  stated  at  the  present, 
time. 

Mr.  Kellet.  What  induced  you  to  buy  up  these  claims?  Did  the 
receiver  ask  you  to  do  that? 
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Mr.  Deane.  I  don't  think  so. 

Mr.  Keu^t.  How  did  you  happen  to  do  it  ? 

Mr.  Deane.  I  think,  in  the  firet  place  it  was  recommended  to  the 
home  office  that  that  be  done,  and  afterwards  the  home  office  approved 
of  it. 

Mr.  Keulet.  That  was  not  a  plan,  was  it,  by  which  these  creditors 
were  to  get  their  money  right  away  out  of  the  Grovemment,  and  the 
receivership  was  the  means  by  which  it  was  done? 

Mr.  Deane.  I  do  not  think  the  receivership  was  necessary  for 
those  creditors  to  get  their  money  out  of  the  Government. 

Mr.  Kelley.  Do  you  think  there  was  any  understanding  between 
the  creditors  of  this  concern  and  Mr.  Blain  that  as  soon  as  the  re- 
ceiver was  appointed  he  would  go  out  and  buy  up  these  claims  and 
give  them  their  money  right  away ;  so  they  would  not  have  to  wait 
any  longer? 

Mr.  Deane.  I  never  heard  of  such  an  agreement. 

Mr.  Kelley.  I  have  no  further  questions. 

Mr.  Hadley.  I  would  like  to  ask  a  few  more  questions,  Mr.  Chair- 
man. 

The  Chairman.  Very  well. 

Mr.  Hadley.  Just  in  that  connection,  and  before  taking  up  an- 
other matter,  I  did  not  get  this  matter  clearly  in  my  mind :  I  under- 
stand the  situation  prior  to  the  receivership,  out  I  do  not  understand 
it  subsequent  to  the  receivership.  X  would  like  to  know  why  it  was 
that  the  Fleet  Corporation,  subsequent  to  the  appointment  of  a  re- 
ceiver, when  the  claims  were  in  the  hands  of  the  court  for  such  dis- 
position that  the  court  might  determine,  why  the  Fleet  Coirporation 
went  out  and  bought  up  general  claims  against  the  Meacham  &  Bab- 
cock  Co.  when  you  had  been  paying  the  more  pressing  claims,  and 
since  all  claims  were  standing  then  upon  a  parity,  unless  they  were 
preferred  claims,  and  all  subject  to  administration  by  the  court 
through  its  receiver? 

Mr.  Deane.  Well,  sir,  I  am  not  familiar  enough  with  the  legal 

fhase  of  this  question  to  perhaps  answer  your  question  properly, 
understand,  however,  that  there  is  some  question  as  to  whether  or 
not  these  material  men's  claims  are  not  priority  claims. 

Mr.  Hadley.  Admitting  that  to  be  true,  it  may  quite  possibly  be 
so,  and  probably  was,  from  what  you  say ;  but  how  is  it  you  made  ad- 
vancements to  take  them  up  unless  you  were  making  them  in  the 
nature  of  a  loan  to  the  receiver?  You  did  not  loan  or  advance  money 
to  the  receiver,  for  the  purpose  of  aiding  the  receiver  in  caring  for 
the  administration  of  the  property,  did  you? 

Mr.  Deane.  In  caring  for  what? 

Mr.  Hadley.  In  caring  for  the  administration  of  that  property  ? 

Mr.  Deane.  We  advanced  money  to  the  receiver  to  defray  the 
necessary  expenses  of  finishing  up  these  vessels  under  contract. 

Mr.  KTadley.  Yes ;  but  I  had  reference  to  these  outstanding  claims ; 
did  you  lend  money  to  the  receiver  to  buy  the  claims,  or  did  you  buy 
all  of  them  directly? 

Mr.  Deane.  We  bought  them  directly. 

Mr.  Hadley.  Was  it  the  ultimate  purpose  of  the  Fleet  Corporation 
to  become  the  sole  creditor  of  that  concern  through  the  acquisition  of 
claims,  and  then  dispose  of  the  receivership  in  that  manner ;  if  not, 
what  was  the  ultimate  purpose? 
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Mr.  Deane.  The  ultimate  purpose  of  the  purchase  of  the  claims,  I 
could  not  say,  unless  it  was  to  become  a  majority  creditor. 

Mr.  Hadley.  Was  it  your  view  at  that  time,  that  by  purchasing 
preferred  claims — ^if  there  were  any  such 

Mr.  Deane.  Yes. 

Mr.  Hadlet.  Those  which  would  or  mi^ht  make  trouble  for  or 
against  the  receiver,  that  you  would  then  withhold  them  from  prose- 
cution or  from  collection,  pending  the  execution  of  your  contracts  for 
the  construction  of  these  ships,  and  thus  that  you  could  afford  to 
make  an  investment  in  order  to  achieve  the  ultmate  result  of  a  re- 
ceivership at  that  time  ? 

Mr.  Deane.  That  might  have  had  something  to  do  with  it ;  yes. 

Mr.  Hadley.  I  do  not  know ;  but  I  am  just  asking  if  that  was  the 
theory? 

Mr.  Deane.  I  could  not  possibly  state  that. 

Mr.  Hadley.  You  said  that  you  were  in  an  awkward  situation? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Who  determined  upon  the  policy  of  buying  in  these 
claims ;  whose  jurisdiction  did  that  come  imder ;  yours  or  the  district 
manager? 

Mr.  Deane.  I  could  not  tell  you  what  the  district  manager  recom- 
mended in  that  case.  I  know  that  I  myself  recommended  the  pur- 
chase of  those  claims. 

Mr.  Kelley.  Where  did  you  get  your  instructions  from? 

Mr.  Deane."  I  did  not  get  any  instructions.  I  recommended  the 
purchase  of  the  claims. 

Mr.  Kelley,  Oh,  you  recommended  purchasing  the  claims? 

Mr.  DiBANE.  Yes. 

Mr.  KsLLET.  To  the  home  office? 

Mr.  Deane.  Yes.  , 

Mr.  Kelley.  Then  you  got  their — ^they  approved  of  your  recom- 
mendation? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Then  you  went  ahead  and  purchased  them? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Did  anyone  suggest  to  you  to  buy  those  claims? 

Mr.  Deane.  No,  sir;  that  recommendation  ot  mine  had  been  on 
foot  for  some  time,  for  a  matter  of  four  or  five  months. 

Mr.  Kelley.  Did  you  purchase  claims  against  any  other  corpora- 
tions in  this  same  district? 

Mr.  Deane.  No. 

Mr.  Kelley.  This  is  the  only  case  ? 

Mr.  Deane.  Yes. 

Mr.  ElELLby.  And  this  after  it  had  gone  into  the  hands  of  a  re- 
ceiver and  you  did  not  need  to  do  it  at  iQl  ? 

Mr.  Deane.  I  would  not  say  I  did  not  need  to  do  it  at  alL 

Mr.  Kelley.  Did  the  receiver  request  you  to  do  it? 

Mr.  Deane.  I  never  had  any  conversation  with  the  receiver  re- 
garding^ the  purchase  of  these  claims  or  the  policy  of  doing  so. 

Mr.  Kelley.  You  advanced  $300,000  on  these  diaims  without  being 
requested  to  do  so  by  the  receiver  ? 

Mr.  Deane.  I  think  we  advanced  approximately  $200,000  on 
these  claims. 
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Mr.  Kellet.  You  did  that  of  your  own  motion  and  without  be- 
ing requested  to  do  so  by  the  receiver  or  Capt.  Blain  or  anybody 
else? 

Mr.  Deane.  I  was  instructed  to  do  that  by  the  home  office,  and  I 
take  the  responsibility  of  recommending  that  action  to  the  home 
office  in  the  nrst  place,  and  that  recommendation  was  made  withoat 
anybody's  suggestion  or  influence  whatsoever. 

Mr.  Kellet.  No  one  asked  you  to  make  that  recommendation  to 
the  home  office  ? 

Mr.  Deake.  No. 

Mr.  Kellet.  What  induced  you  to  make  that  recommendation 
after  the  receiver  was  appointed.  How  did  you  come  to  make  that 
recommendation?    Did  you  make  it  before  the  receivership? 

Mr.  Deane.  At  the  time  the  receiver  was  appointed  I  was  not  in 
favor  of  a  receiver  myself;  I  did  not  want  any  receivership  at  alL 
The  idea  that  I  had  in  mind  at  the  time  of  recommending  the  pur- 
chase of  these  claims  was  the  discharge  of  the  receiver.  It  may  be 
that  my  policy  was  a  mistaken  one ;  I  could  not  say,  but  that  was  my 
idea. 

Mr.  Kellet.  After  the  claims  were  purchased,  did  anybody  take 
any  steps  to  have  the  receiver  discharged?    Did  you? 

Mr.  Deane.  No;  I  have  taken  no  steps  to  have  the  receiver  dis- 
charged. 

Mr.  Kellet.  Have  you  taken  that  matter  up  with  Mr.  Frick? 

Mr.  Deane.  No;  I  have  not. 

Mr.  KJELLET.  That  is  all. 

Mr.  FosrrER.  I  want  to  ask  you  a  few  questions.  If  you  bought 
up  these  claims  for  the  purpose  of  having  the  receiver  dischar^d, 
why  didn't  you  take  that  action  ? 

iflr.  Deane.  I  did  not  sav  that,  sir.  I  say,  that  was  my  recom- 
mendation, and  the  reason  ror  it. 

Mr.  Foster.  The  same  reason  that  impelled  your  reconmiendation 
you  do  not  think  still  existed  after  the  purchase  of  the  claims. 
Wouldn't  the  same  reason  suggest  to  you  to  apply  for  the  discharge 
of  the  receiver,  and  proceed  as  the  owner  of  that  plant  ? 

Mr.  Deane.  In  the  light  of  the  future  developments,  I  am  inclined 
to  think  it  would  not  be  a  good  thing;  it  would  not  be  altogether 
desirable  to  discharge  the  receiver. 

Mr.  Foster.  In  the  light  of  developments  as  they  matured,  at  the 
time  you  bought  up  these  claims  what  reason  was  there  tden  that 
impelled  you  not  to  apply  for  the  discharge  of  the  receiver? 

Mr.  Deane.  It  is  only  in  the  past  30  days  that  we  have  bought  up 
these  claims  in  any  large  quantities. 

Mr.  Foster.  What  is  there  now,  that  would  make  it  bad  business 
judgment  now  that  the  Government  owns  the  plant,  to  have  the 
receivership  terminated,  and  the  Government  go  ahead  and,  as  the 
owner  of  the  claims,  reduce  the  expenses  of  the  receivership? 

Mr.  Deane.  I  have  been  approached  by  the  attorney  for  Meacham 
&  Babcock  regarding  the  discharge  of  this  receiver.  At  that  time 
I  told  him  I  could  not  commit  myself,  and  would  not  conmiit  my- 
self until  the  September  1  audit  that  is  now  being  made  by  pubfic 
accountants  is  completed? 

Mr.  Foster.  In  other  words,  you  are  waiting  for  the  result  of  that 
audit? 
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Mr.  Deane.  Yes. 

Mr.  Foster.  That  is  all. 

Mr.  E^EULEY.  Just  one  or  two  more  questions.  Did  the  attorney 
for  the  creditors  ever  talk  to  you  about  purchasing  these  claims  ? 

Mr.  Deane.  The  attorney  for  the  creditors.  Do  you  mean  after 
we  offered  to  do  so,  or  before  ? 

Mr.  Kelley.  Well,  at  any  time. 

Mr.  Deane.  Oh,  we  have  talked ;  I  presume  I  have  had  talks  with 
the  attorney  for  the  receiver  with  regard  to  the  purchase  of  these 
claims. 

Mr.  Keujby.  Was  that  before  or  after  the  appointment  of  the 
receiver  ? 

Mr.  Deane.  No,  not  before ;  after,  yes. 

Mr.  Kelley.  Yes. 

Mr.  Deane.  Yes. 

Mr.  Kelley.  And  the  negotiations  looking  to  the  purchase  were 
made  through  whom  ?  Of  course,  you  could  not  purchase  the  claims 
unless  you  purchased  them  from  or  through  some  one,  could  you? 
Who  was  the  intermediate  attorney  for  the  creditors,  who  would 
naturallv  be  the  first  one,  wouldn't  he? 

Mr.  Deane.  I  presume  so. 

Mr.  EIelley.  Did  you  purchase  the  claims  through  him? 

Mr.  Deane.  Through  him? 

Mr.  BIelley.  Through  him? 

Mr.  Deane.  We  purchased  the  claims  through  the  receiver,  and 
after  the  receiver  O.  K'd  those  claims;  he  O.  K'd  those  claims  be- 
fore we  purchased  them. 

Mr.  Kelley.  With  whom  did  you  make  your  arrangements  to  pur- 
chase them  and  to  pay  for  them?  Through  the  attorney  for  the 
creditors  or  with  the  receiver? 

Mr.  Deane.  I  could  not  tell  you  with  whom  those  arrangements 
for  the  purchase  of  the  claims  were  definitely  made. 

Mr.  Kelley.  Did  you  make  the  arrangements,  or  did  Capt.  Blain 
make  them? 

Mr.  Deane.  I  did  not  make  them. 

Mr.  EIelley.  Then,  who  else  would  make  them? 

Mr.  Deane.  I  could  not  say  definitely  whether  the  arrangements 
for  the  purchase  of  these  claims  were  made  by  the  legal  division  or 
by  the  district  manager's  office. 

Mr.  Kelley.  Then  it  was  either  by  Mr.  Cosgrove  or  Mr.  Blain? 

Mr.  Deane.  Yes ;  I  think  so. 

Mr.  Keijjby.  And  that  met  with  your  general  approval;  and  so 
you  bought  the  claims  when  they  came  up? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  But  the  arrangements  were  made,  as  far  as  you  know, 
by  either  one  or  the  other  of  the  two  branches  of  service? 

Mr.  Deane.  Yes;  I  think  so. 

Mr.  Kelley.  And  we  can  find  out  from  Mr.  Cosgrove  whether  he 
was  instrumental  in  it,  and  if  he  was  not,  by  process  of  elimination, 
it  must  have  been  Mr.  Blain?  It  would  not  be  anybody  else  who  had 
any  authority  to  do  that,  would  it? 

Mr.  Deane.  I  did  not  quite  get  your  point  there;  some  of  the  de- 
tails. 
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Mr.  Kelley.  I  say,  there  would  not  be  any  other  authority  in  this 
local  office  for  the  negotiation  of  these  claims,  for  the  negotiation  of 
the  purchase  of  these  claims  except  either  the  legal  department  or 
the  manager's  office? 

Mr.  Deane.  I  think  so. 

Mr.  Kelley.  And  if  the  legal  department  did  not  do  it,  it  must 
have  been  the  manager's  office,  because  nobody  else  had  authority  to 
do  it? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  And  of  your  own  knowledge  you  do  not  know  which 
course  was  pursued? 

Mr.  Deane.  I  could  not  tell  you. 

Mr.  Kelley.  Did  Mr.  Cosgrove  ever  advise  you  to  buy  up  these 
claims  ? 

Mr.  Deane.  Did  he  ever  advise  me  to  buy  them  up?  They  were 
bought  up  under  instructions  from  the  home  office. 

Mr.  Kelley.  Did  he  ever  tell  you  arrangements  had  been  made  to 
buy  them  up  ? 

Mr.  Deane.  I  think  I  have  some  sort  of  a  document  in  my  office 
showing  such  an  arrangement  has  been  made  with  the  creditors. 

Mr.  Kelley.  Will  you  look  in  your  files  and  see  just  how  the  pur- 
chase of  the  claims  came  about  and  furnish  the  committee  with  a 
statement  ? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  The  Grant  Smith-Porter  Co. ;  is  that  three  names! 

Mr.  Deane.  Two  different  names;  Grant  Smith  is  one  name,  and 
Porter  is  another. 

The  Chairman.  Do  you  know  Mr.  Porter? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Is  he  the  same  Mr.  Porter  who  owns  an  interest 
in  the  Sanderson-Porter  Co.,  if  you  know? 

Mr.  Deane.  My  understanding  is,  no. 

The  Chairman.  Do  you  know  where  his  residence  is? 

Mr.  Deane.  No. 

The  Chairman.  Have  you  a  list  of  the  stockholders  of  that  com- 
pany ? 

Mr.  Deane.  I  would  have  to  look  at  my  files  to  see. 

The  Chairman.  And  also  Sanderson  &  Porter. 

Mr.  Deane.  Sanderson  &  Porter  is  a  partnership. 

The  Chairman.  I  think  that  is  all,  Mr.  Deane;  probably  some- 
thing will  develop  later,  and  if  so  we  will  recall  you. 

Mr.  Deane.  Thank  you. 

(Testimony  of  witness  concluded.) 

TESTItfONY  OF  MK.  HOWABD  0.  COSOEOVB— Beoalled. 

The  Chairman.  Mr.  Cosgrove,  we  will  ask  you  a  few  further  ques- 
tions. 

Mr.  Cosgrove.  Yes.  ! 

The  Chairman.  You  said  this  morning  that  you  desired  to  enlarge  \ 

a  little  upon  your  testimony,  and  perhaps  correct  some  portions  of  ! 

what  you  gave  yesterday.  ! 
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Mr.  CosGROVB.  I  would  like,  if  permissible,  to  recount  in  chrono- 
loffical  order,  with,  I  think,  more  definiteness  than  has  been  given 
beiore,  the  whole  ifeacham  &  Babcock  story,  of  which  I  have  the 
documents  here. 

The  Chairman.  Do  you  mean  to  enlarge  and  correct  your  testi- 
mony that  you  gave  yesterday  with  reference  to  it  ? 

Mr.  CosGROvE.  Yes. 

The  Chairman.  Very  well,  you  may  proceed. 

Mr.  CosGROVE.  On  October  31,  1918,  1  received  from  Capt.  Blain 
the  following  letter : 

I  am  attaching  hereto  copy  of  district  auditor's  report  on  the  financial  ntand- 
ing  of  Meacham  &  Babcock  Shipbuilding  Co.,  as  of  August  31,  1918,  and  wish 
you  to  return  same  as  soon  as  you  are  through  with  it,  together  with  your  com- 
ments on  the  legality  of  the  redemption  of  this  stock  and  the  statements  in  the 
report  relative  to  malpractice. 

On  October  26,  a  few  days  before,  I  received  from  Mr.  Deane,  the 
auditor,  the  following  letter: 

The  Meacham  &  Babcock  Shipbuilding  Co.  was  lncorxx)rated  with  a  capital 
stock  of  $300,000,  dlvldefl  into  $200,000  common  and  $100,000  7  per  cent  pre- 
ferred. The  stock  was  fully  paid  for  by  port  commission  leases,  and  the  i>re- 
ferred  stock  was  turned  back  to  the  company  for  working  capital.  This  was 
sold  for  $50,000  cash  and  $50,000  in  machinery.  An  examination  of  the  com- 
pany's books  now  reveals  tte  fact  that  all  but  $29,500  of  the  preferred  stock 
has  been  repurchased  by  the  company ;  and  that  In  addition  thereto,  accrued 
7  per  cent  dividends  have  been  paid  to  those  stockholders  who  have  been  fortu- 
nate enough  to  have  their  stock  repurchaseil.  In  the  interests  of  the  Fleet  Cor- 
poration, I  have  requested  Meacham  &  Babcock  to  again  dispose  of  this  stock, 
but  It  occurs  to  me  that  under  existing  conditions  this  can  not  be  done  at  any- 
thing like  as  favorable  a  price  as  that  at  which  it  was  repurchased.  It  would, 
therefore,  be  much  to  our  advantage  If  the  former  stockholders  could  be  re- 
quired to  refund  the  amounts  paid  to  them  by  Meacham  &  Babcock  for  their 
preferred  stock  holdings. 

I  answered  Mr.  Deane's  letter  as  follows : 

Replying  to  yours  of  the  26th,  concerning  the  above  matter,  would  say  that 
possibly  a  restatement  of  the  facts,  as  I  understand  it,  w-ould  be  well  before  I 
famish  an  opinion. 

As  I  understand  it,  Meacham  &  Babcock  Shipbuilding  Co.  was  incorporated 
with  a  capital  stock  of  $300,000,  of  which  $200,000  was  common  and  $100,000 
7  per  cent  preferred.  The  common  stock  was  fully  paid  for  by  the  port  com- 
mission leases,  and  the  preferred  stock  was  sold  for  $50,000  in  cash  and  $50,000 
In  machinery.  I  understand  further  that  the  corporation  has  repurchased  all 
but  $29,500  of  the  preferred  stock,  and  has,  in  addition,  paid  7  per  cent  divi- 
dends to  those  stockholders  whose  stock  has  been  repurchased.  I  understand 
also  that  the  corporation  did  not  have  at  the  time  it  paid  the  7  per  cent 
dividends  a  surplus  over  and  above  the  total  of  the  capital  stock  and  liabilities 
oat  of  which  to  pay  dividends. 

If  the  foregoing  constitutes  a  true  statement  of  the  facts,  I  would  say  the 
7  per  cent  dividends  should  not  have  been  paid,  and  further  that  the  trustees 
of  tiie  corporation  are  personally  liable  for  their  action  In  paying  those  divi- 
dends and  for  the  return  of  the  money  so  paid. 

I  am  not  sure  but  that  if  the  parties  to  whom  the  dividends  were  paid  were 
at  the  time  trustees  of  the  corporation  (even  though  they  may  not  be  such 
now) ;  that  ttiey  also  are  liable,  as  are  the  other  trustees  who  have  continued 
to  be  such.  In  this  State  a  corporation  may  not  traffic  in  its  own  stock.  It 
can  not  reduce  its  capital  stock  in  any  way  other  than  the  statutory  way,  which 
seems  not  to  have  been  done  in  this  case.  If  the  corporation  has  repurchased 
its  stock  the  trustees  should  be  required  to  immediately  place  back  into  the 
possession  and  control  of  the  corporation  the  money  equivalent  to  the  amount 
paid  for  the  stock,  so  that  the  total  assets  of  the  corporation  shall  be  the  same 
as  before  the  repurchase  of  the  stock. 
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The  creditors  and  other  stockholders  have  a  right  to  insist  that  the  assets  of 
the  corporation  be  not  diminished  by  using  them  to  purchase  outstanding  stock 
of  this  particular  corporation.  Inasmuch  as  the  Fleet  Conwratlon  is  the 
principal  creditor  and  is  expecting  from  the  corporation  in  question  a  fulfillment 
of  its  contracts,  it  is  only  the  part  of  wisdom  to  say  that  the  trustees  of 
Meacham  &  Babcock  Shipbuilding  Co.  should  conduct  their  business  in  a 
businesslike  way  so  that  the  Interests  of  the  Fleet  Corporation  may  not  be 
jeopardized. 

The  contracting  corporation  should  be  given  every  possible  aid  for  the  carry- 
ing out  of  the  work  of  the  Fleet  Corporation  in  which  it  is  engaged,  but  if  it 
will  not  do  business  in  a  businesslike  way  it  should  be  told  by  you  in  proper 
terms  just  how  it  should  conduct  its  business. 

I  replied  to  Capt.  Blain's  letter  as  follows : 

I  am  attaching  hereto  a  copy 

Mr.  Kem^ey.  I  suggest  to  the  chairman  that  you  might  give  us  an 
abstract  of  what  happened,  without  reading  all  of  this  into  the 
record,  and  yet  present  it  clearly  to  the  committee.  I  am  not  quar- 
reling with  your  method  of  presentation,  but  if  you  could  do  that, 
we  might  save  some  time. 

Mr.  CosGRovE.  Well,  I  have  but  very  little  here  to  give  you. 

Mr.  Kelley.  Oh,  I  thought 

The  Chairman.  I  think  you  had  better  put  in  the  letter  of  Capt 
Blain  in  full. 

Mr.  CosGROVE.  I  have  very  little  reading  to  do. 

Mr.  Kelley.  All  right;  go  ahead. 

Mr.  CosGROVE  (reading) : 

I  am  attaching  hereto  a  copy  of  letter  dated  Octol>er  30,  to  district  auditor, 
Mr.  Deane,  which  generally  states  ray  opinion.  I  had  not  seen  his  report 
which  you  have  handed  me  and  had  only  his  letter  before  me.  I  have  now 
examined  the  report  carefully,  and  it  would  seem  to  me  that  the  whole  matter 
should  be  referred  to  the  home  office  at  once.  It  would  appear  that  the  auditor 
has  already  re[K>rte<l  to  the  general  auditor.  This  may  not  be  sufficient.  The 
financial  situation  of  this  company  is  deplorable,  and  the  Fleet  Corporation 
stands  to  lose  a  great  deal.  Whether  it  is  advisable  to  attempt  obtaining  a 
mortgage,  I  could  not  say.  If  that  were  done,  possibly  other  creditors  would 
immediately  force  this  concern  Into  bankruptcy.  I  doubt  whether  a  mortgage 
on  the  plant  would  be  of  any  great  value  anyway.  Still  it  seems  to  be  the 
only  property  avallabel  as  security.  The  repurchase  of  $70,500  of  preferred 
stock  is  illegal,  and  shows  that  the  officers  performing  this  piece  of  high  finance 
are  either  deliberately  attempting  to  defraud  or  are  grossly  ignorant  of  business 
affairs.  Whether  it  is  the  one  thing  or  the  other  makes  no  difference  In  the 
end  to  tlie  Fleet  Corporation,  because  such  practices  mean  a  certain  loss  to 
the  Fleet  Corporation. 

The  trustees  who  spent  the  money  of  the  corporation  are,  under  the  statute, 
personally  liable  for  the  moneys  so  spent,  and  In  case  of  insolvency  could  be 
sued  for  the  return  of  that  money.  It  is  my  idea  that  the  Fleet  Corporation 
should  immediately  take  such  steps  as  may  appear  to  be  necessary  to  save  what 
it  can  out  of  the  wreck." 

Mr.  Kelley.  \Miat  is  the  date  of  that  ? 

Mr.  Cosgrove.  That  was  dated  November  5. 

Mr.  Kelley.  T\Tien  was  the  applicat'.on  for  the  receiver  madef 

Mr.  Cosgrove.  I  believe  it  was  made  in  March  of  this  year.  On 
November  5  I  wrote  to  the  general  counsel  and  inclosed  to  him  the 
copy  of  the  letter  of  the  auditor,  together  with  my  reply,  and  I  wired 
him: 

I  suggest  you  examine,  at  your  earliest  convenience,  district  auditor's  report 
to  general  auditor,  of  date  October  9,  on  financial  standing  Meacham  &  Bab- 
cock Shipbuilding  Co.  Am  mailing  you  copies  of  opinions  furnished  district 
auditor  and  district  manager. 
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That  was  November  5.  I  received  a  reply  from  C.  M.  Cavene, 
assistant  counsel,  dated  November  15,  and  to  whom  my  letter  to  Mr. 
Cuthell  had  been  referred,  saying  that  they  would  have  a  conference 
on  the  morrow  and  would  write  me  further.  On  December  18  I 
wired  the  general  counsel  as  follows : 

Referring  your  wire  December  10  to  Blain,  re  Meacham  &  Babcock 

I  will  go  back  to  the  other  wire. 

December  10,  Mr.  Cuthell,  the  general  counsel,  wired  Capt.  Blain : 

Instead  of  t>ankruptcy  or  forfeiture  because  of  insolvency,  it  is  considered 
better  to  effect  an  agreement  witli  contractor  if  possible  giving  owner  perma- 
nent tinanclai  control  at  contractor's  yard,  but  not  responsibility  for  manage- 
ment so  long  as  progress  is  satisfactory ;  owner  to  pay  for  completing  ships,  but 
for  contractor's  account  no  payments  to  be  made  to  contractor.  In  consifjlera- 
tion  or  tills,  contractor  to  give  mortgage  and  transfer  all  stock  and  do  whatever 
is  necessary  to  transfer  everything  it  has  to  the  owner.  Stockholders  to  return 
funds  paid  them  on  retirement  of  preferred  stock.  This  to  be  paid  to  owner 
to  be  used  in  ship  construction.  If  this  is  not  done  voluntarily  criminal  pro- 
ceedings to  be  started  if  you  deem  advisable.  Arrange  with  creditors  and 
make  contractor  agree  to  it  to  pay  them  all  that  will  be  due  the  contractor 
nnder  contracts  or  in  adjustment  of  claims  over  and  above  the  amount  neces- 
sary to  complete  ships  after  the  owner  is  repaid  all  overpayments  previously. 
Also  make  contractor  agree  to  voluntary  liquidation  of  plant  investment  at 
the  termination  of  contract,  for  benefit  of  creditors,  if  titiat  is  necessary.  This 
matter  meets  with  approval  of  Heyworth  and  Hamilton,  and  is  left  with  you 
and  Uosgrove  to  work  out. 

>low,  that  was  sent  to  Capt.  Blain,  and  a  copy  of  it  was  given  to 
me.  I  only  have  a  few  of  these.  On  December  24  I  sent  a  wire  to 
Mr.  (Jutheli. 

'I'he  Chairman.  Who  sent  that  wire  to  Capt.  Blain? 

Mr.  CosGROVE.  Mr.  Cuthell,  who  was  then  general  counsel  of  the 
Fleet  Corporation.  On  December  18,  I  wired  to  Mr.  Cuthell  as 
follows : 

Referring  your  wire  December  10  to  Blain  re  Meacham  &  Babcock,  this 
corporation  has  creditors  numbering  over  two  hundred  and  located  at  various 
points,  it  is  therefore  impossible  to  get  them  together  in  any  reasonable 
length  of  time  to  agree  to  a  deferment  of  their  claims  until  after  Fleet  Cor- 
poration is  paid.  Blain  informs  me  negotiations  are  being  carried  on  by  wire 
between  his  otiice  and  Hejrworth  and  McNitt  on  the  subject  of  settlement  with 
wood-ship  builders.  It  appears  to  me  that  best  way  out  of  Meacham  &  Babcock 
difficulty  is  to  arrange  settlement  along  lines  suggested  by  Blain  in  his  wire  to 
McNitt,  with  following  added:  All  moneys  to  be  paid  to  Meacham  &  Babcock 
under  settlement  to  be  kept  in  controlled  account,  and  mortgage  taken  by  Fleet 
Corporation  on  plant  and  equipment;  it  would  appear  that  under  such  settle- 
ment there  will  be  enough  to  finish  vessels  and  take  care  of  creditors. 

Mr.  Kellet.  Who  wrote  this? 
Mr.  CosQRovE.  I  did. 

Under  controlled  account  no  creditor  to  be  paid  except  at  discretion  of  dis- 
trict manager,  who  is  to  keep  sufficient  on  hand  to  finish  vessels. 

On  the  24th,  another  wire  to  Cuthell  from  myself : 

Re  Meacham  &  Babcock,  referring  my  wire  to  you  December  18.  This  cor- 
poration has  no  money  to  meet  weekly  pay  roUs,  and  can  not  get  any.  It  is 
necessary  for  Fleet  Corporation  to  advance  same,  and  Instructions  to  that  effect 
should  be  given  local  authorities ;  it  is  imperative  that  some  action  be  taken  at 
once  by  Fleet  Corporation.  Trade  acceptance  for  twenty  thousand  one  hundred 
fifty  dollars  payable  Deceml)er  26,  with  others  following. 
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I  received  a  wire  on  December  28  from  Mr.  Talbert  of  the  Legal 
Division,  replying  to  that  wire: 

Replying  your  wire  December  24,  Meacham  &  Babcock,  question  as  to  ad- 
vancing additional  funds  to  meet  pay  rolls  now  under  consideration  by  Vl<te 
President  Coonley ;  will  advise  you  Monday  as  to  action  taken. 

This  wire  caused  authority  to  be  given  to  the  district  manager  to 
meet  the  weekly  pay  rolls,  which  were  met ;  and  had  as  a  matter  of 
fact,  been  met  some  time  previously,  and  were  continued  to  be  met 
up  until  the  time  of  the  receivership. 

Some  time  in  March,  an  application  was  made  for  a  receiver  of 
this  corporation  by  the  Northwest  Steel  C!o.  of  Portland,  through 
Mr.  R.  S.  Terhune,  its  attorney,  with  which, I  had  absolutely  nothing 
to  do,  as  I  said  the  other  day.  Immediately  upon  this  appointment 
being  made,  I  wired  on  March  12,  to  Mr.  White,  who  was  then  the 
general  counsel  of  the  Fleet  Corporation : 

Re  Meacham  &  Babcock  Shipbuilding  Co.  Receiver  appointed  yesterday 
evening  upon  complaint  of  material  men  charging  insolvency  and  mismanage- 
ment. Creditors  for  some  time  past  have  been  pressing,  and  to-day  are 
somewhat  excited.  This  corporation  is  and  has  been  for  some  time  past  hope- 
lessly Insolvent.  See  my  wire  to  Cuthell  November  5  together  with  letter  to 
him  of  that  date  with  enclosures.  For  some  time  past  Fleet  Corporation  has 
been  meeting  weekly  pay  rolls.  Blain*s  office  some  time  since  demanded  from 
this  company  its  statement  of  claims  for  extras  but  has  been  unable  to  obtain 
same;  it  would  seem  that  there  is  possibly  some  considerable  amount  wbich 
may  be  due  to  contractors  for  these  extras,  although  it  is  difficult  for  me  to 
find  out  from  auditor  approximate  amount.  Auditor  reports  that  obliga- 
tions of  contractor  for  materials  approximate  $250,000.  It  is  my  opinion  that 
appointment  of  receiver  is  good  thing  for  this  concern,  although  it  may  be 
embarassing  to  other  shipbuilders  here.  Receiver  is  W.  C.  Dawson,  high-class 
shipping  man.  Suggest  Fleet  Corporation  to  provide  local  auditor  with 
moneys  to  cover  claims  of  material  men  and  to  proceed  with  finishing  of  work  to 
be  done.  Receiver  can  now  proceed  against  directors  and  stockholders  for  im- 
proper decrease  of  capital  stock  and  such  other  mismanagement  as  may  ap- 
pear. Blain  is  wiring  Piez,  and  Deane  wiring  Wilson.  Plea.se  advise  earliest 
moment. 

I  mi^ht  say,  at  this  time  a  number  of  conferences  had  been  had 
from  time  to  time  between  Capt.  Blain,  Mr.  Deane,  and  myself; 
and  while  we  had  not  the  definite  proof  at  that  time,  we  were  firmly 
convinced. that  this  corporation's  officials  had  not  only  mismanaged 
its  affairs  by  juggling  its  stock,  but  that  it  had  been  receiving  money 
from  the  Fleet  Corporation  to  be  paid  out  for  definite  purposes,  and 
had  been  deliberately  mismana^ng  and  kiting  that  money  around 
the  city.  We  furthermore  believe  that  some  of  it  had  been  ab- 
stracted to  their  own  personal  use.  We  were  convinced  the  officers 
of  this  concern  were  not  honest,  and  we  are  still  convinced  of  that. 

Mr.  Kjjlley.  May  I  ask  you  one  question,  Mr.  Cosgrove,  right 
there? 

Mr.  Cosgrove.  Yes. 

Mr.  Kelley.  Was  the  money  advanced  by  the  Fleet  Corporation 
for  real  advance  payments,  or  was  it  for  work  and  labor  already  per- 
formed and  furnished? 

Mr.  Cosgrove.  Do  you  mean  subsequent  to  the  appointment  of  the 
receiver? 

Mr.  Kelley.  No.    Before? 

Mr.  Cosgrove.  Outside  of  the  moneys  which  had  been  paid  for 
the  weekly  pay  roll,  I  have  no  knowledge  of  the  character  of  the 
payments,  whether  it  was  called  advance  or  what. 
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Mr.  EjSLUBT.  If  it  were  furnished  simply  as  a  payment  for  work 
already  performed,  and  material  already  furnished,  the  application 
of  those  funds  by  the  corporation  would  not  be  at  matter  of  your 
superyision,  would  it?  . 

Mr.  CosoRoyE.  Some  of  those  items  were  for  definite  and  particular 
work  and  labor. 

Mr.  KoBLLET.  Already  performed  or  to  be  performed  ? 

Mr.  CosGRoyE.  Yes;  and  which  were  neyer  paid,  although  we 
paid  the  money  to  meet  those  bills. 

Mr.  Kelusy.  Of  course,  you  had  the  ship  there? 

Mr.  CosGROVE.  For  instance,  we  paid  the  money  to  meet  the 
rentals  due  to  the  port  commission  of  about  $6,000 — I  belieye  I  am 
incorrect  as  to  the  amount,  but  it  was  paid  to  meet  that  rental — ^the 
money  was  paid  in  to  Meacham  &  Babcock,  and  they  put  the  money 
in  the  bank,  and  a  check  was  drawn  against  that  amount  for  the 
port  conmiission  and  put  in  their  pocket  and  held  until  after  other 
expenses  could  eat  up  the  money  in  the  bank. 

Mr.  Kei^jby.  That  is  just  wliat  I  want  to  inquire  about:  When 
the  Fleet  Corporation  makes  a  payment  upon  a  ship  under  its 
contract  for  work  performed  and  material  furnished,  and  your 
inspectors  report  that  the  work  has  been  performed  and  material 
furnished,  does  the  Fleet  Corporation  then  oyersee  the  distribution 
of  that  money  among  the  creditors  of  that  corporation?  Would 
your  jurisdiction  ffo  that  far? 

Mr.  CosGRoyE.  Not  generally. 

Mr.  Keluey.  Then  why  in  this  case? 

Mr.  CosGRoyE.  But  the  contractor  makes  a  certificate,  as  I  under- 
stand it,  under  his  contract,  of  his  commitments  and  his  expendi- 
tures to  warrant  his  progress  payments  under  the  contracts.  In 
addition  to  that,  he  had  an  installation  contract,  under  which  the 
Fleet  Corporation  was  to  meet  the  direct  labor  and  direct  cost* 
Those  expenditures  we  had  to  definitely  and  particularly  itemize. 

Mr.  KEiiLEY.  As  I  understand  it,  you  did  not  furnish  any  money 
until  the  ship  was  completed  up  to  the  point  where  the  contract 
called  for  money? 

Mr.  CosGRoyE.  I  don't  think  we  were  supposed  to,  and  I  don't 
know  what  we  did;  but  I  imagine  that  this  concern  was  adyanced 
money  prior  to  that  time. 

Mr.  Keuley.  You  don't  know  that  yourself,  do  you  ? 

Mr.  CosGROVE.  No ;  I  did  not  keep  the  books,  and  I  don't  know. 

Mr.  Kelley.  I  rather  thought  from  what  has  been  said  that  that 
was  not  so. 

Mr.  CosGROVB.  Well,  I  can  not  tell  you  positiyely. 

Mr.  KEiiLBY.  We  can  get  that  from  Mr.  Deane  when  you  get 
through  ? 

Mr.  CosGRoyB.  Yes.  Now,  coming  to  the  appointment  of  the  re- 
ceiyer:  In  reply  to  my  last  wire,  I  received  from  Mr.  McNitt,  of 
date  March 

Mr.  ElEluby.  Before  we  pass  away  from  that  point,  I  want  to 
inquire  whether  or  not,  under  the  general  custom  of  the  board, 
any  corporation  in  this  vicinity  getting  money  from  the  Fleet  Cor- 
poration ly  what  we  call  progress  payments  could  disburse  that  as 
they  saw  nt  on  their  own  bills;  isnx  that  the  custom,  and  not  as  in 


458  SHIPPING  BOASD  OPEBATIONS. 

this  situation,  where  the  Fleet  Corporation  undertakes  to  dis- 
tribute payments  made  under  those  conditions? 

Mr.  CosGROVE.  This  money  for  Meacham  &  Babcock  was  held 
under  what  was  called  a  controlled  account,  and  to  be  paid  out 
through  that  controlled  account  upon  vouchers  for  certain  items. 
The  balance  of  it  I  don't  know.  Mr.  Deane  could  give  you  the 
details  of  why  it  was  put  in  a  controlled  account  and  why  it  was 
paid  that  way.  All  contractors  did  not  have  their  moneys  coming 
to  them  through  a  controlled  account. 

On  March  14  I  received  a  wire  from  White,  general  counsel,  read- 
ing as  follows: 

Replying  your  telegram  12th,  reference  Meacham  &  Babcock  receivership 

The  Chairman.  White,  general  counsel,  did  you  say? 
Mr.  CosGROVE.  Yes. 

The  Chairman.  He  succeeded  Mr.  Cuthell? 
Mr.   CosGROVE.  Yes;   he  succeeded   Mr.   Cuthell.     The  telegram 
reads: 

Understand  claims  of  material  men  relate  to  plant  as  well  as  vessel.  See  uo 
reason  why  we  should  pay  plant  claims  at  this  time.  If  arrangement  can 
be  made  with  creditors  whereby  tliey  will  waive  all  claims  for  liens  against 
vessels,  would  be  inclined  to  recommend  to  Mr.  Piez  that  Fleet  Corporation 
pay  actual  cost  of  completing  vessels,  provided  management  under  receiver- 
ship satisfactory  to  you  and  Blain,  leaving  open  all  questions  of  extras  and 
claims  for  other  matters  up  to  date  of  receivership.  If  some  such  arrange- 
ment can  not  be  made,  Fleet  Corporation  will  be  forced  to  contest  all  lien 
claims  on  vessels  and  take  whatever  action  necessary  to  protect  its  Interestai 
Advances  heretofore  or  hereafter  made  contractor  and  other  Fleet  Cor- 
poration claims  must  be  considered  in  connection  with  sections  3466  and 
3467,  United  States  Revised  Statutes.    Wire  situation  and  your  views. 

Mr.  Hadley.  What  is  the  date  of  that  communication? 

Mr.  CosGROVE.  That  is  March  14. 

Mr.  Hadley.  After  the  appointment  of  the  receiver  ? 

Mr.  GosGRovE.  After  the  appointment  of  the  temporary  receiver, 
but  before  the  appointment  of  the  permanent  receiver.  On  March 
15,  the  day  following,  I  replied  as  follows : 

Re  Meacliam  &  Babcock,  your  wire  14th,  please  examine  Deane's  wire  to 
Wilson  of  even  date.  From  this  it  would  appear  that  if  estimates  are  correct 
Fleet  Corporation  could  afford  to  make  advances  to  cover  claims  of  material 
men.  Creditors  are  not  threatening  to  enforce  claimed  liens,  nor  have  they  as 
yet  claimed  any  liens  on  vessels.  However,  they  are  frightened  and  they  happen 
to  be  creditors  of  other  shipbuilding  plants,  and  unless  something  is  done  to 
relieve  the  situation,  there  will  naturally  be  a  tightening  on  part  of  material 
men  as  to  advancement  of  further  materials  to  various  yards.  Receiver  is 
highly  satisfactory  to  both  Blain  and  myself.  Do  not  agree  with  Deane  that 
receiver  should  be  di^hargetl,  for  he  is  heeded  to  press  claims  of  corporation 
against  directors  for  mismanagement  and  withdrawn  funds.  I  again  recom- 
mend that  Fleet  Corporation  advance  sufficient  funds  to  meet  claims  of  ma- 
terial men  furnishing  material  for  ships  and  neces.sary  amounts  from  time  to 
time  to  finish  work  Fleet  Corporation  now  contemplates  having  done  under 
existing  contracts.  Do  not  believe  It  wise  to  ask  creditors  to  begin  waiving 
claims  of  liens  for  reason  that  none  are  making  such  claims,  and  this  office 
has  steadfastly  stated  to  all  that  since  title  to  vessels  was  in  United  States 
that  no  liens  against  vessels  w^as  enforceable.  Possibly  we  are  wrong,  but  we 
have  been  able  to  make  opinion  stick  so  far.  I  feel  it  imperative  that  Fleet 
Corporation  make  advances  above  mentioned  for  good  of  corporation's  othtf 
business  in  this  territory ;  and  if  Deane's  figures  are  correct,  I  can  not  see  any 
loss  to  Fleet  Corporation  by  making  advances  to  a  well-qualified  receiver. 
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That  matter  stood  that  way  until  the  18th  of  March,  when  I  re- 
ceived a  wire  from  Mr.  McNitt : 

Re  Meacham  &  Babcock.  White  will  recommend  payment  all  bills  of  material 
men  who  supplied  material  for  ship  construction,  and  that  we  supply  funds  to 
receiver  to  complete  boats  under  plan  now  In  force,  providing  receiver  will 
complete  boats  according  to  contract  and  changes  ordered  by  us,  and  will  pro- 
ceed against  stockholders  and  recover  payment  made  to  them  in  retirement  of 
preferred  stock.  We  will  not  pay  claims  of  material  men  supplying  material 
for  plant.  Receiver  should  recover  from  stockholders  sufficient  to  meet  these 
bills.  Expect  this  recommendation  to  be  approved  to-morrow,  and  suggest  you 
start  negotiations  with  receiver  pending  final  word  from  Philadelphia  that  w^e 
will  advance  ship  costs  as  above  outlincMl. 

I  saw  Mr.  Dawson,  and  he  said  he  was  willing  to  begin  whatever 
actions  were  proper  to  be  taken  for  the  recovery  of  any  money ;  and 
I  wired  McNitt  on  the  21st : 

Concerning  Meacham  &  Babcock,  your  wire  March  18.  Receiver  is  willing 
to  take  necessary  action  against  stockholders  for  recovery  of  withdrawn  funds. 
He  is  obliged  to  order  material  from  time  to  time,  and  creditors  are  asking 
where  they  stand,  and  material  men  afraid  to  extend  further  credit  to  receiver 
without  some  assurance  of  bills  being  met.    Please  expedite. 

Meanwhile  the  creditors  were  calling  daily  or  every  one  connected 
with  the  Fleet  Corporation;  or  at  least  making  a  great  deal  of 
trouble  for  all  of  us.  But  nothing  was  heard  tor  some  time  and 
until  March  24,  when  the  following  message  was  received : 

Reference  McNitt  telegram  March  18  concerning  Meacham  &  Babcock.  Tele- 
gram was  approved  to-day  by  Vice  President  Coonley.  You  are  therefore  author- 
ized to  proceed  accordingly.    Finance  division  will  notify  district  auditor. 

Now,  about  that  time,  the  matter  of  appointing  a  permanent  re- 
ceiver came  up;  and  I  understand  some  testimony  has  been  given 
here  that  I  proceeded  to  call  upon  Judge  Allen  and  urge  the  appoint- 
ment of  lUain  as  receiver.  That  is  not  true  in  any  sense  whatever. 
After  the  appointment  of  Mr.  Dawson  as  the  temporary  receiver  Mr. 
Terhune  came  to  me  one  day  and  informed  me  that  Meacham  &  Bab- 
cock had  been  calling  on  Judge  Allen,  and  had  secured  from  him  an 
order  directing  the  receiver  to  allow  a  Mr.  Price  to  go  into  and 
examine  their  books;  and  Mr.  Price  had  been  the  auditor  prior  to 
that  time  for  Meacham  &  Babcock,  and  was  not  held  by  the  district 
auditor  here  to  be  a  proper  party  to  be  mixing  and  messing  with  the 
books  of  Meacham  &  Babcock.  At  the  time  the  temporary  receiver 
took  over  the  plant,  it  was  found  that  Meacham  &  Babcock  did  not 
have  all  of  their  records  in  their  plant,  but  that  many  of  them  had 
been  taken  away,  and  were  not  there  at  the  time.  And  Mr.  Deane 
and  Capt.  Blain  and  myself  felt  it  was  highly  improper  to  allow 
anyone  from  the  outside  at  that  time  to  go  in  there  and  be  given  any 
opportunity  to  abstract  any  more  files.  On  that  day  Mr.  Terhune, 
and  I  went  with  him  at  his  request,  called  on  Judge  Allen  in  his 
chambers  after  luncheon,  concerning  this  particular  thing  of  Mr. 
Price  being  allowed  to  go  into  the  yard  and  examine  the  books ;  and 
that  was  the  sole  and  only  purpose  for  callijig  on  the  judge,  and  he 
informed  us  at  that  time  that  he  saw  no  reason  why  Meacham  &  Bab- 
cock should  not  have  all  the  auditors  out  there  they  wanted  to.  I  did 
not  at  any  time  suggest  Capt.  Blain  to  Judge  Allen.  In  fact,  Judge 
Allen  told  me  this  voluntarily — he  says,  "I  have  heard  it  rumored 
around  that  Capt.  Blain  wants  this  position,"  he  says,  "  I  have  had 
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a  number  of  applications  for  the  job  from  a  good  many  men,  and 
among  them  was  Mr.  C.  G.  Heifner,  whom  I  have  long  known,  and 
Mr.  William  W.  Connor,  and  several  others,"  and  he  very  pointedly 
told  me  that  was  his  business.  I  told  him  under  no  circumstances 
did  I  care  who  was  made  receiver,  but  I  did  not  want  anybody  to  go 
into  that  yard  and  be  in  position  to  abstract  any  more  records  from  a 
concern  that  I  thought  was  not  straight;  and  I  told  him  at  that 
time  what  our  auditor's  office  thought  of  their  records  and  of  the  con- 
dition of  that  yard ;  and  that  was  the  sole  and  only  purpose  for  call- 
ing upon  the  judge.  You  remember  the  telegram  I  read  here  from 
the  general  counsel  to  the  eflFect  that  the  receiver  must  be  satisfactory 
to  Blain  and  myself.  I  had  had  a  lot  of  trouble  coming  to  my 
oflSice 

Mr.  Kelley  (interposing).  Who  telegraphed  that? 

Mr.  CosGROvE.  One  of  the  gentlemen  in  the  home  office,  either 
Mr.  McNitt  or  Mr.  ^Vhite. 

Mr.  Kelley.  That  was  a  rather  improper  telegram,  wasn't  it? 

Mr.  CosGROVE.  Well,  I  received  it,  nevertheless. 

Mr.  Kelley.  Well,  I  am  asking  you,  if,  as  a  matter  of  law,  and 
from  your  experience  as  a  lawyer,  if  that  was  not  a  very  improper 
telegram  to  send  to  you,  representing  the  corporation,  to  say  to  this 
judge  that  he  would  have  to  appoint  some  one  satisfactory  to  you? 

Mr.  CosGROvE.  No;  that  wasn't  the  purpose — ^that  wasn't  the 
statement.  The  statement  was  they  would  furnish  this  money  to 
carry  on  the  business  to  a  receiver,  or  through  a  receiver,  provided 
the  receiver  was  considered  satisfactory  to  us,  being,  I  mean,  a  man 
who  was  competent  to  continue  on  with  the  business;  and  I  thought 
that  was  quite  proper;  it  did  not  mean  that  the  receiver  was  to  be 
named  by  us ;  and  1  never  took  that  position,  and  I  never  inquired, 
except  for  the  appointment  of  Dawson 

Mr.  Kelley  (internipting).  Yet,  you  were  satisfied  provided  the 
judge  named  some  one  whom  vou  and  Blain  felt  that  vou  could 
trust  ? 

Mr.  Co8GRo\'E.  That  we  felt  that  the  Fleet  Corporation  could 
afford  to  continue  to  furnish  money  to  and  who  could  continue  with 
the  work  in  the  proper  manner. 

When  the  appointment  of  the  receiver  came  up  Mr.  Terhune 
called  me  up  and  asked  me  if  we  had  anyone  in  mind  who  would  be 
satisfactorv  as  receiver,  and  I  told  him  no.  Later  on,  it  occurred  to 
me  that  Mr.  Dawson  was  a  good  man,  and  so  I  called  him  upland 
told  him  that  as  far  as  I  knew  he  was  the  only  man  who  was  avail- 
able and  not  connected  with  any  shipbuilding  yard  or  any  other 
adverse  interests ;  and  I  am  responsible  for  giving  his  name  to  Mr. 
Terhune  as  a  nominee  for  temporary  receiver.  And  I  had  wired 
the  home  office  that  he  was  on  the  square,  because  he  is  a  high-class 
man  in  that  position  without  any  considerations  to  us  to  einbarrass 
his  work.  And  it  was  hard  enough  to  get  from  the  home  office  any 
decision  at  all  in  the  matter.  And  then  rumors  came  around  here 
that  possibly  other  people  would  receive  the  appointment  as  re- 
ceiver ;  we  heard  that  men  were  running  around  and  getting  indorse- 
ments here  and  there,  and  the  creditors  came  up  here  in  flocks,  and 
we  had  a  meeting  one  morning  of  all  of  the  creaitors  in  one  of  these 
rooms,  and  we  outlined  to  them  exactlv  what  I  have  outlined  to  yon, 
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the  difficulties  that  we  had  had  in  getting  the  home  office  to  consider 
advancing  any  more  money  whatever,  and  advising  them  we  thought 
it  was  proper  to  have  Dawson  continued  as  permanent  receiver,  as 
long  as  we  had  been  forced  to  say  we  approved  of  some  one;  and 
they  went  down,  as  I  understand  it,  before  the  court  at  the  time  the 
application  for  a  permanent  receiver  was  to  be  asked,  and  asked 
for  the  appointment  of  Mr.  Dawson.  I  heard  no  one  criticize  that 
whatever ;  1  don't  know ;  I  don't  remember  taking  any  interest  in 
that  part  of  it.  To  my  surprise,  the  judge  did  not  appoint  him, 
but  appointed  two  other  men,  whom,  I  mignt  say,  neither  one  knew 
anything  about  ships  or  the  shipbuilding  business;  notwithstanding 
Mr.  Piggott's  previous  experience  in  this  office,  and  Mr.  Heifner 
clon't  claim  to  know  very  much  about  building  ships. 

I  will  say  this  for  Heifner :  He  has  been  a  good  receiver,  and  has 
done  good  work;  but  he  is  not  a  shipman  and  he  has  got  it  all  to 
learn.  Now,  following  this  I  wired  the  home  office  that  it  had  come 
about  that  the  man  we  had  approved  of  as  receiver  had  not  been 
appointed  receiver,  but  that  another  man  had  been  appointed  re- 
ceiver; and  that  under  the  circumstances  I  would  not  proceed  until 
I  had  further  instructions.  Then  the  home  office  recommended  or 
directed  me  to  proceed. 

Mr.  Kellet.  In  other  words,  they  rather  assumed  (hat  the  court 
had  appointed  a  competent  man? 

Mr.  CosGROVE.  I  think  he  did,  but  I  don't  believe  it  was  especially 
the  court's  fault.  I  might  say  that  when  I  called  upon  the  court  the 
court  did  most  all  of  the  talking,  and  I  think  he  thought  we  came 
there  to  tell  him  whom  we  wanted  appointed,  and  in  his  egotistical 
manner  delivered  us  a  lecture  upon  the  rights  and  prerogatives  of 
the  court,  notwithstanding  anything  he  said  to-day;  either  he  de- 
hberately  and  willfully  lied  to-day  when  he  said  I  asked  to  have  a 
certain  man  appointed  or  else  he  is  in  the  grossest  error  any  court 
ever  committed.  Mr.  Terhune  is  here  in  the  city,  and  you  can  call  on 
him. 

Mr.  Kellet.  In  the  discussion  of  Mr.  Blain  as  receiver  down 
there,  did  you  oppose  the  proposition  of  Mr.  Blain's  appointment  as 
receiver? 

Mr.  CosGROVE.  Yes. 

Mr.  Kellet.  In  the  presence  of  the  judge? 

Mr.  CosGROVE.  I  told  him  I  thought  if  anybody  was  to  be  appointed 
Mr.  Dawson  should  be  made  permanent  receiver;  but  at  one  time 
talking  to  Mr.  Blain,  he  thought  it  might  be  a  good  thing  for  him  to 
be  receiver;  and  I  told  him  under  no  circumstances,  and  if  he  was 
I  would  oppose  him  to  the  limit. 

Mr.  Foster.  At  any  rate,  Blain  was  willing  to  accept? 

Mr.  CosGROVE.  He  was  until  I  told  him  where  he  would  get  off  with 
that  sort  of  thing. 

Mr.  Foster.  He  has  not  got  on  yet? 

Mr.  CosGROVE.  But  this  delayed  the  whole  proceedings  some  con- 
siderable time,  because  I  had  to  go  back  and  get  further  authority. 
I  wired  the  home  office  about  the  appointment  of  Mr.  Heifner  as 
follows : 

Concerning  Meacham  &  Babcock,  State  court,  over  protest  of  creditors  and 
Fleet  Corporation,  refused  to  make  W.  C.  Dawson,  who  was  temporary  receiver, 
tlie  permanent  one,  but  appointed  instead  Charles  Heifner,  who  now  has  posses- 
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sion  of  plant  and  property  of  Meacham  &  Babcock.  Heifner  is  reputed  to  be 
competent  business  man,  but  without  knowledge  of  shipbuilding.  At  confer- 
ence this  morning  he  indicated  willingness  to  prosecute  all  necessary  actions 
for  return  of  improperly  withdraw  capital  funds.  He  is  willing  also  to  proceed 
with  remainder  of  contractors*  shipbuilding  obligation.  On  account  of  his  lack 
of  shipbuilding  experience,  a  doubt  arose  as  to  whether  Fleet  Corporation  should 
build  ships  under  him  as  receiver  or  should  take  over  plant  under  insolveocy 
paragraph  of  contract.  But  on  talking  the  matter  over  with  Mr.  Blain  in 
consultation  and  after  consideration,  I  recommended  that  Fleet  Corporation 
to  pay  directly  contractor's  creditors  fumishttig  material  and  labor  for  ships 
only,  and  that  it  furnish  necessary  funds  to  complete  such  work  on  vessels  it 
desires  having  done.  This  work  had  been  under  said  receiver  so  long  as  it  Is 
satisfactorily  performed,  but  if  it  should  appear  at  any  time  that  receiver's 
inexperience  in  shipbuilding  produces  unsatisfactory  shipbuilding  results  thai 
Fleet  Corporation  then  take  over  plant  and  finish  the  work  itself.  Recover 
indicates  willingness  to  cooperate,  but  does  not  desire  to  have  Fleet  Corpora- 
tion, take  over  plant  and  finish  work.  Local  auditor  has  been  instructed  accord- 
ing to  your  wire  to  me  of  March  18,  but  since  there  is  a  different  receiver  than 
the  one  originally  recommended  and  with  less  experience,  I  deem  it  necessary 
to  have  further  instructions.  Of  course,  the  future  expenditures  of  receiver 
should  be  subject  to  approval  by  Fleet  Corporation.  Please  advise  at  once. 
Magee  is  wiring  Piez. 

At  this  time  Blain  was  out — meanwhile  he  had  gone  out  and 
McGee  was  in. 

Mr.  Kjelley.  Under  your  practice  in  this  State,  are  the  expendi- 
tures of  the  receiver  under  the  instructions  of  the  court? 

Mr.  CosGRovE.  Yes;  but  we  pay  the  bill;  and  we  don't  have  to 
pay  the  bill  unless  we  want  to. 

Mr.  Kelley.  I  know;  but 

Mr.  CosoRovE.  This  was  in  advance. 

Mr.  Kellet.  But  the  court  could  instruct  the  receiver  to  pay  a 
bill  you  told  him  not  to  pay? 

Mr.  CosGRovE.  The  receiver  would  not  have  anything  to  pay  with; 
that  would  be  the  difference. 

Mr.  Hadley.  As  I  understood  this  telegram  to  be  to  the  effect 
that  the  advances  would — payment  would  have  to  be  subject  to  the 
approval  of  the  Fleet  Corporation  if  they  advanced  the  money.  And 
did  you  think  it  was  better  to  do  that? 

Mr.  CosGROVE.  What  we  were  trying  to  do  was  to  keep  a  string 
on  the  money. 

Mr.  Hadley.  I  want  to  be  clear  on  that,  as  far  as  the  telegram  is 
concerned. 

The  Chairman.  The  receiver  would  not  pay  anything  unless  he 
had  the  money? 

Mr.  CosGROvE.  And,  of  course,  the  future  expenses  of  the  receiver 
should  be  subject  to  approval  by  the  Fleet  (Jorporation ;  that  was 
what  we  wanted. 

Mr.  Hadley.  Yes;  but  I  get  the  idea,  from  inference  or  some 
other  thing  that  you  stated,  that  the  money  by  which  payments 
would  be  made  would  have  to  come  from  the  Fleet  Corporation  to 
begin  with. 

Mr.  CosGROVE.  It  did. 

Mr.  Hadley.  And  that  had  considerable  bearing  on  it. 

Mr.  CosGRovE.  The  receiver  had  no  money  to  begin  with,  and  any 
money  he  had  had  to  come  from  the  Government,  and  I  wanted  a 


SHIPPING  BOAKD  OPERATIONS.  463 

string  on  it  as  long  as  we  could  keep  it,  whether  we  had  a  receiver 
or  not.    This  was  approved  finally  by  wire  on  the  24th  of  March — 

^ 

Reference  McNitt  telegram,  March  18,  concerning  Meacham  &  Babcock 
telegram  was  approved  to-day  by  Vice  President  Coonley.  You  are  therefore 
authorized  to  proceed  accordingly.  Finance  Division  will  notify  district  au- 
ditor. 

Now,  I  have  heard  the  inquiry  made  of  Mr.  Deane  as  to  why  we 
purchased  the  claims.  I  will  explain  that.  That  is  my  own  advice 
and  I  am  responsible  for  that.  We  were  not  going  to  buy  all  of 
the  claims  of  the  creditors ;  plant  creditors  were  not  to  be  paid  by 
us,  but  only  what  was  known  as  ship  creditors.  If  we  paid  at  any 
time  to  the  receiver  any  sum  of  money  it  then  immediately  became 
subject  to  an  action  in  garnishment  by  a  plant  creditor,  and  might 
be  dissipated  in  a  direction  in  which  the  nome  office  did  not  intend 
it  should  be. 

The  Chairman.  Well,  you  could  not  attach  funds  in  the  hands  of 
the  court,  could  you? 

Mr.  CosGROVE.  Well,  I  did  not  want  to  take  any  chances  on  that. 

The  Chairman.  That  is  under  the  practice  in  our  country? 

Mr.  CosGROVE.  The  less  lawsuits  we  get  into  the  better  oflF  we  are. 
At  any  rate  it  did  not  hurt  anyone. 

The  Chairman.  No. 

Mr.  CosGROVE.  By  taking  that  procedure. 

The  Chairman.  Now,  that  argument  would  be  against  a  receiver  at 
all;  just  let  the  Government  take  it  over  and  save  one  lawsuit? 

Mr.  Cosgrove.  The  Government  can  not  start  these  actions  as  a 
creditor  against  the  stockholders;  there  is  no  one  authorized  to  begin 
any  such  action  except  a  receiver,  and  the  home  office  had  indicated 
its  desire  to  have  action  taken  for  the  return  of  the  $70,500  into  the 
assets  of  the  company.  Now,  following  out  the  instructions  of  the 
home  office  a  conterence  was  had  with  Mr.  Heifner,  and  the  agree- 
ment was  entered  into  on  the  18th  day  of  April,  which  I  will  read 
to  you.    When  I  am  through  reading  this,  I  think  I  am  through : 

Memorandum  of  conference  held  at  the  office  of  District  Manager  W.  A. 
Magee  on  the  18th  day  of  April,  1919,  at  which  there  were  present  District 
Manager  W.  A.  Magee;  Mr.  C.  G.  Heifner,  receiver  of  the  Meacham  &  Babcock 
Shipbuilding  Co. ;  Mr.  Howard  O.  Cosgrove,  counsel  for  the  Emergency  Fleet 
Corporation ;  Mr.  P.  H.  Gnagey,  and  Mr.  S.  H.  Burton,  representing  the  audit- 
ing division  of  the  Emergency  Fleet  Corporation ;  and  Mr.  R.  S.  Terhime, 
attorney  for  said  receiver. 

At  this  meeting  the  district  manager  informed  the  receiver  that  the  Fleet 
Corporation  was  willing  to  do  the  following  things  in  connection  with  the  con- 
tracts between  the  Fleet  Corporation  and  Meacham  &  Babcock  Shipbuilding 
Co.: 

First.  It  will  furnish  such  moneys  as  may  be  necessary  for  such  further 
shipbuilding  work  as  may  be  required  by  the  Fleet  Corporation,  under  its  con- 
tracts, for  the  building  of  vessels  with  the  Meacham  &  Babcock  Shipbuilding 
Co..  said  moneys  to  be  advanced  into  and  held  under  the  controlled  account,  and 
only  to  be  checke<l  out  upon  the  approval  of  the  auditor  and  the  district 
manager  as  said  controlled  account  has  heretofore  been  handled. 

Second.  The-  Fleet  Corporation  will  purchase  the  claims  of  those  creditors 
of  the  Meacham  &  Babcock  Shipbuilding  Co.,  which  claims  existed  on  the  11th 
day  of  March,  1919— 

That  was  the  day  the  temporary  receiver  was  appointed  [continues 
reading] — 

such  claims  being  limited,  however,  only  to  those  representing  material  and 
labor  furnished  by  such  creditors,  and  which  were  actually  used  in  the  build- 
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ing  of  ships  under  said  contracfts  with  the  Fleet  Ck)rporation ;  it  being  under- 
stood that  the  Fleet  CJorporation  "v^dll  not  buy  any  other  claims,  and  par- 
ticularly those  claims  of  any  creditors  furnishing  material  or  labor  entering 
into  the  plant  of  the  Meacham  &  Babcock  Shipbuilding  Co.;  it  being  further 
understood  that  said  claims  must  be  presented  by  such  creditors  to  the  recelTer, 
itemized,  verified,  and  with  duplicate  invoices  attached ;  and  further  they  will 
not  be  considered  by  the  Fleet  Corporation  without  having  attached  to  said 
claims  the  written  approval  of  both  the  receiver  and  such  representative  of  the 
auditing  'division  of  the  Fleet  Corporation  as  may  be  authorized  to  approve 
same;  and  said  claims  must  have  presented  with  them  an  assignment  thereof 
from  the  creditor  to  the  Fleet  Corporation,  which  assignment  must  state  that 
the  creditor  represents  that  he  furnished  the  material  and  labor  as  stated  in 
his  claim ;  that  he  has  not  been  paid  for  the  same ;  and  that  he  owns  and 
holds  said  claim,  and  that  there  are  no  offsets  or  counterclaims  to  the  same. 
It  Is  particularly  understood  that  this  is  merely  an  offer,  and  not  an  agreement 
to  pay  the  claim  of  any  person  whomsoever,  no  creditor  acquiring  by  reason  of 
this  memorandum  or  the  wording  thereof,  any  right  to  receive  payment  from 
the  Fleet  Corporation  of  any  sums  due  the  said  creditor  from  the  Meacham  & 
Babcock  Shipbuilding  Co.  In  other  words,  the  Fleet  Corporation,  by  reason  of 
this  instrument,  assumes  no  further  or  greater  obligations  toward  said  creditors 
than  it  has  ever  held  prior  to  the  making  of  said  memorandum. 

Third.  It  is  understood  that  the  title  to  all  of  the  vessels  built  or  being 
built  under  the  contracts  of  Meacham  &  Babcock  Shipbuilding  Co.  with  the 
Fleet  Corporation,  together  with  the  ship  material  and  equipment  obtained  for 
such  ship  construction  remains  at  all  times  In  the  Fleet  Corporation  as  pro- 
vided In  such  contracts. 

Mr.   Kelley    (interrupting).  Was  the  receiver  a  party  to  this 
contract  i 
Mr.  CosGRovE.  Yes ;  I  have  the  original  signed  [reading] : 

Fourth.  The  Fleet  Corporation  reserves  to  Itself  the  right  to  cancel  any  por- 
tion of  sucii  shipbuilding  work,  at  any  time,  as  is  particularly  provided  In  said 
contracts,  and  It  further  reserves  to  Itself  the  right  to  cease  furnishing  any 
moneys  for  the  completion  of  the  building  of  said  vessels  If  It  deems  the  con- 
ditions of  work  under  said  receiver  or  the  progress  of  such  work  becomes  un- 
satisfactory to  It. 

Fifth.  It  is  also  understood  that  all  moneys  which  have  been  advanced  since 
the  11th  day  of  March,  1919.  to  either  the  temporary  or  permanent  receivers 
of  said  Meacham  &  Babcock  Shipbuilding  Co.,  and  both  of  them,  or  which  may 
hereafter  be  furnished  to  said  permanent  receiver,  or  his  successor,  shall  be 
on  account  of  the  Meacham  &  Babcock  Shipbuilding  Co.  with  the  Fleet  Cor- 
poration, and  shall  constitute  a  preferreti  claim  of  the  Fleet  Corporation 
against  the  said  Meacham  &  Babcock  Shipbuilding  Co.,  and  In  the  final  settle- 
ment between  the  Fleet  Cori)oratlon  and  the  Meacham  &  Babcock  Shipbuilding 
Co.,  the  Fleet  Corporation  reserves  the  right  to  have  said  advances  applied 
toward  such  claims  as  the  Meacham  &  Babcock  Shipbuilding  Co.  may  have 
against  the  Fleet  Corporation  as  the  latter  may  choose. 

Sixth.  Such  amounts  as  the  Fleet  Corporation  may  pay  out  to  tlie  creditors 
of  the  Meacham  &  Babcock  Shipbuilding  Co.,  as  above  provided,  shall  con- 
stitute a  claim  of  the  Fleet  Corporation  against  the  Meacham  &  Babcock  Ship- 
building Co.  with  the  reserved  right  In  the  Fleet  Corporation  to  have  the  same 
applied  as  provided  in  paragraph  preceding. 

Seventh.  It  Is  particularly  understood  that  the  Fleet  Corporation  does  not 
by  this  memorandum  waive  any  of  Its  rights  against  the  Meacham  &  Babcock 
Shipbuilding  Co.  under  the  contracts  existing  between  the  two  corporations; 
and  further,  it  Is  understood  that  whatever  claims  the  Meacham  &  Babcock 
Shipbuilding  Co.  may  have  against  the  Fleet  Corporation  are  reserved  for  later 
adjustment  just  as  if  this  memorandum  had  never  been  written. 

Mr.  Hadley.  Please  read  that  again,  Mr.  Cosgrove;  I  did  not 
quite  get  th^t. 
Mr.  Cosgrove  (reading) : 

It  is  particularly  understood  that  the  Fleet  Corporation  does  not  by  this 
memorandum  waive  any  of  its  rights  against  the  Meacham  &  Babcock  Ship- 
building Co.  under  the  contracts  existing  between  the  two  corporations;  and. 
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farther,  it  is  understood  that  whatever  claims  the  Meacham  &  Babcock  Ship- 
building Co.  may  have  against  the  Fleet  Corporation  are  reserved  for  later 
adjustment  just  as  if  this  memorandum  had  never  been  written. 

By  this  instrument,  the  Fleet  Corporation  assumes  no  further  or  greater 
obligations  to  the  Meacham  &  Babcock  Shipbuilding  Co.  than  existed  prior  to 
the  writing  of  this  memorandum. 

Eighth.  The  Fleet  Corporation  does  not  bind  itself  to  pay  said  creditors  any 
sums  whatever,  but  may  withdraw  its  offer  herein  made  at  pleasure. 

That  is  si^ed  by  Mr.  C.  G.  Heifner,  receiver  of  the  Meacham  & 
Babcock  Shipbuilding  Co.;  Mr.  R.  S.  Terhune,  attorney  for  the 
receiver;  Mr.  S.  H.  Burton,  resident  auditor  Emergency  Fleet  Cor- 
poration ;  Mr.  W.  A.  Magee,  district  manager  Fleet  Cornoration ;  by 
myself,  as  counsel  for  the  Fleet  Corporation;  and  by  Mr.  Gnagey, 
as  assistant  district  auditor.  That  is  the  story  of  Meacham  & 
Babcock. 

Mr.  KeijLey.  Now,  you  made  an  examination  of  this  company's 
assets,  and  I  take  it  that  you  are  pretty  familiar  now  with  both  its 
liabilities  and  assets. 

Mr.  CosoROVE.  No ;  not  in  the  figures ;  no,  I  am  not ;  I  have  not  seen 
a  report  oni;heir  finances  since  the  first  one  I  saw  in  October,  1918. 

Mr.  Keu^y.  That  was  the  time  when  you  wrote  that  you  thought 
they  were  absolutely  insolvent? 

Mr.  CosGROVE.  Yes. 

Mr.  Ejbllet.  But  at  the  present  time  you  do  not  know  what  the 
situation  is? 

Mr.  CosGROvE.  Well 

Mr.  Kelley  (continuing).  Whether  it  is  worse  or  better? 

Mr.  CosoROVE.  Well,  I  can.  from  conversations  with  Mr.  Deane, 
at  the  time  we  were  last  wiring  in  March,  I  think  it  was,  when  we 
were  trying  to  put  up  the  proposition  of  the  taking  care  of  these 
pressing  claims,  that  they  were  in  no  better  condition  then  than  they 
were  before. 

Mr.  Kei^ley.  Now,  you  figure  that  under  this  arrangement  the 
Government  is  going  to  come  out  whole  ? 

Mr.  CosGROVE.  I  think  it  will  come  out  just  as  well  as  it  could 
come  out  under  the  circumstances.  Whether  it  is  whole  or  not,  I 
could  not  say.  I  hope  so.  That  depends  upon  the  generosity  of  the 
Fleet  Corporation. 

Mr.  Kelley.  Of  course,  you  could  have  gone  ahead  I  suppose 
and  finished  up  the  ships  without  paying  the  outstanding  bills? 

Mr.  CosGHOVB.  We  could,  but  we  would  have  been  involved  in 
bankruptcy  suits  and  other  i)roceedings  here. 

Mr.  ICelley.  I  am  not  criticizing  the  payment  of  the  bills,  of 
course,  for  materials  that  went  into  any  ships. 

Mr.  CosGROVB.  There  is  one  thing  I  forgot.  This  matter  is  very 
serious  to  the  Fleet  Corporation  at  this  time.  The  eflfort  is  being 
made  right  now,  and  has  been  for  the  last  month  to  get  this  receiver 
discharged.  My  friend,  Mr.  Burnett,  from  Portland,  who  sits  over 
there,  he  first  called  upon  me  and  insisted  that  the  receiver  be  dis- 
charged; he  called  upon  Mr.  Deane,  he  called  upon  Mr.  Heifner 
also,  and  wants  the  receiver  discharged,  and  asked  him  to  get  out. 
But  this  is  what  happens  if  the  receiver  ^ets  off  and  there  is  no 
more  receiver :  No^  suit  will  ever  be  started  for  the  return  of  any 
moneys  improperly  withdrawn   from  the   funds  of  Meacham  & 
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Babcock;  and.  furthermore,  the  check,  the  auditing  check  now 
being  made,  and  which  has  been  made  under  extreme  difficulties,  of 
the  funds  of  this  corporation,  will  be  closed,  and  if  there  has  beep 
any  improper  handling  of  those  funds  which  should  call  for  crimi- 
nai  proceedings  the  wnole  matter  will  be  forgotten;  it  is  all  over. 

Mr.  Kelley.  Sometimes  preferred  stock  is  sold  rather  than  put 
on  the  market;  that  was  not  the  case  in  this  instance,  was  it? 

Mr.  CosGROVE.  We  don't  do  that  way  out  here. 

Mr.  Hadlet.  I  might  say  in  regard  to  that,  while  in  this  piarticu- 
lar  case  I  may  not  be  familiar  with  the  facts,  jret  in  this  ^ate  the 
subscribed  capital  stock  of  a  corporation  constitutes  a  trust  fund. 
I  just  state  that  for  the  information  of  the  committee.  It  can  not 
be  dissipated.    That  is  correct,  is  it  not,  Mr,  Cosgrovet 

Mr.  CosGROVE.  That  is  correct,  Mr.  Hadley. 

Mr.  Hadlet.  That  is  correct. 

Mr.  Kem^t.  Then,  if  preferred  stock  is  sold  with  the  understand- 
ing that  it  was  in  the  nature  of  a  loan,  the  money  is  carried  in  tiie 
nature  of  a  loan,  has  not  the  corporation  the  right  to  retire  that 
stock  and  pay  back  the  loan  without  involving  itself?   • 

Mr.  Hadlet.  I  do  not  care  to  discuss  the  matter.  The  capital 
stock  of  any  corporation  is  a  trust  fund,  and  the  law  of  this  otate 
does  not  recognize  anv  distinction  between  preferred  stock  and 
common  stock;  and  all  of  the  stock  is  assumed  to  be — ^all  of  the 
capital  stock  is  assumed  to  be  a  trust  fund  having  been  fully  sub- 
scribed by  some  body,  and  if  not  paid  for  subscribed,  and  after  it 
has  been  paid  in  the  money  received  or  the  assets  received  must 
remain  intact. 

Mr.  Kellet.  Is  it  your  understanding  that  any  money  advanced 
to  this  corporation  except  for  work  and  labor  already  performer 
has  been  used  to  pay  for  or  retire  this  stock? 

Mr.  CosGROVE.  1  think  the  money  that  came  from  the  Fleet  Cor- 
poration went  to  pay  for  retiring  that  stock,  although  it  is  diffi- 
cult to  say  whenyou  have  a  fund  m  the  bank 

Mr.  Kellet.  ThBt  was  the  complaint  you  are  making  of  them? 

Mr.  CosGROVE.  That  is  one  of  them ;  one  of  them  is  we  are  a  heavy 
creditor;  and  when  it  comes  to  settling  up  our  accounts  with  the 
Meacham  &  Babcock  Co.,  we  are  entitled  to  have  in  the  funds  of 
that  company  all  of  the  assets  which  belong  to  that  company,  and 
we  may  need  that  $70,000  to  come  out  whole. 

Mr.  Kellet.  Now,  this  arrangement  with  the  receiver  was  made 
when?    Well,  anjrway,  it  was  long  after  the  armistice  was  si^ed? 

Mr.  CosoROVE.  Oh,  yes;  it  was  niade  the  18th  day  of  April. 

Mr.  Kellet.  Now,  I  take  it  from  what  you  said,  these  payments 
that  were  made  on  the  work  completed,  plus  the  payments  you  are 
going  to  make  as  the  work  progresses,  plus  the  payment  you  will 
make  on  claims  of  various  kinds,  and  plus  the  amount  you  have  paid 
to  the  creditors,  will  be  fully  and  wholly  protected  by  the  ^ips  and 
the  value  of  the  plant  ? 

Mr.  CosGROVE.  Now,  I  did  not  say  so.  I  say,  that  at  the  time  we 
made  these  last  estimates,  when  the  temporary  receiver  was  ap- 
pointed, it  was  thought  at  that  time  that  we  would  still  be  in  the  hole 
about  $100,000.  That  was  the  estimate  given  to  me  by  Deane  and 
Magee. 
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Mr.  Kelxet.  What  did  you  estimate  the  value  of  the  yard  to  be? 

Mr.  CosGROvE.  I  did  not  make  any  estimate  of  it ;  I  took  their 
figures. 

Air.  EjELLET.  Meacham  &  Babcock's  jfigures? 

Mr.  CosGRO^^:.  No ;  Mr.  Deane's  and  Mr.  Magee's  figures. 

Mr.  KelXiEt.  That  makes  quite  a  difference  about  the  estimate, 
about  the  value  of  the  yard,  oi  course? 

Mr.  CosGROVE.  Well,  I  can  say — there  can  not  any  of  us  get  very 
far  wrong  on  the  value  of  the  yard. 

Mr.  Kellet.  What  would  you  say  was  the  value  of  the  yard? 

Mr.  CosGROVE.  Well,  I  would  not  buy  it. 

Mr.  Kellet.  Do  you  mean  it  is  not  worth  anything  ? 

Mr.  CosGROVE.  Nothing,  as  far  as  I  can  see ;  the  onl}^  way  Meacham 
&  Babcock  can  get  out  of  this  situation  is  to  have  the  Government, 
in  its  charity,  give  them  large  sums  of  money  for  plant  amortization, 
and  such  matters  as  that. 

Mr.  Kelley.  How  much  loss  on  the  ships  we  are  finishing  since  the 
armistice  is  signed  ? 

Mr.  CosGROVE.  I  don't  know% 

Mr.  Kelley.  Did  you  calculate  what  the  loss  would  have  been  on 
the  contracts,  the  whole  thing? 

Mr.  CosGRO\'E.  It  has  been  very  difficult,  and  it  has  been  at  all 
times,  to  get  from  the  auditor  a  real  estimate  of  the  situation;  and 
that  real  estimate  was  difficult  because  Meacham  &  Babcock  were 
never  able  to  furnish  any  decent  sort  of  an  estimate  of  their  own 
extra  claims.  As  you  noted  in  one  of  my  wires,  it  had  been  often 
demanded ;  I  believe  Mr.  Meacham  did  at  oiic  time  bring  up  an  esti- 
mate, but  it  was  not  considered,  so  1  was  told  by  Capt.  Magee,  to  be 
in  proper  form,  or  even  in  shape  so  that  anyone  could  possibly  pass 
on  it,  and  they  were  sent  back  to  get  more. 

Mr.  Kelley.  In  arriving  at  the  determination  of  the  fact  whether 
this  corporation  was  insolvent  or  not,  were  you  forced  to  wipe  out 
the  yards,  or  that  side  of  it?  ^ 

Mr.  CJosoROVE.  I  was  not ;  I  was  not  present ;  I  took  no  part  in  it, 
and  I  don't  know.    In  this  State 

Mr.  Kelley  (interrupting) .  You  seem  to  say  they  are  in  your  com- 
munication to  the  home  office? 

Mr.  Co8GRO\iE.  Yes. 

Mr.  Kelley.  That  the  corporation  was  insolvent,  and  I  thought 
you  would  know  the  details  of  the  assets  and  the  details  of  the 
liabilities. 

Mr.  CosGROVB.  I  might  say,  in  this  State  it  is  not  necessary  to  know 
that,  in  order  to  determine  whether  a  corporation  is  insolvent.  The 
rule  in  this  State  is  that  when  a  corporation  can  not  meet  its  debts 
it  is  insolvent,  whether  it  has  large  unliquidated  assets  or  not. 

Mr.  Kelley.  Do  you  mean  to  say  that  out  here,  if  all  of  the  people 
started  a  run  on  a  bank  and  drew  out  their  money,  that  the  bank 
would  be  insolvent  and  could  not  pay  its  debts  ? 

Mr.  CosGRO^'E.  I  am  only  giving  you  the  rule  as  I  understand  it  in 
this  State. 

Mr.  Kelley.  Is  that  the  rule? 

Mr.  CosGROVE.  The  rule  is  when  a  corporation  can  not  pay  its 
debts,  ordinarily  it  is  insolvent;  yes. 
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Mr.  Hadley.  You  would  supplement  that  statement  by  saying, 
in  the  ordinary  course  of  business. 

Mr.  Kelley.  Yes;  in  the  ordinary  course  of  business. 

Mr.  Foster.  Surely,  then,  under  that  rule  every  one  in  the  United 
States  is  bankrupt. 

Mr.  CosGROVE.  I  think  Congressman  Hadley  will  verify  my  state- 
ment on  that? 

Mr.  Hadley.  I  do  not  care  to  state  what  the  law  is  on  that. 

Mr.  Kelley.  Of  course,  when  a  corporation  has  been  dealing  with 
one  large  customer,  on  a  comparatively  large  scale,  as  this  corpora- 
tion has  been  dealing,  with  the  United  States  Government,  and  the 
Government  held  any  considerable  sum  of  money  back  for  any 
cause,  it  might  easily  make  this  corporation  temporarily  insolvent 
and  unable  to  pay  its  bills,  and  yet  the  Government  itself  might 
be  responsible  for  that  condition? 

Mr.  CosGROVE.  It  was  largely  responsible  for  this  financial  con- 
dition, because  it  did  not  Furnish  any  list  of  extras;  largely  re- 
sponsible. . 

Mr.  Kelley.  Was  there  any  bad  feeling  between  the  district  man- 
agement and  the  management  of  this  corporation? 

Mr.  CosGROVE.  None  that  I  know  of ;  certainly  as  far  as  I  am  con- 
cerned there  is  not  the  slightest  bit  of  it. 

Mr.  Kelley.  You  donx  think  there  would  be  any  such  feeling 
as  would  cause  anybody  to  willfully  try  to  wreck  a  companv  of  this 
kind  by  withdrawing  or  withholding  funds  from  it? 

Mr.  CosGROvE.  I  have  never  heard  a  word  of  any  kind. 

Mr.  Kelley.  Or  withdrawing  payments? 

Mr.  CosGROVE  (continuing^.  That  would  indicate  to  me  that  it 
was  not  receiving  from  the  Fleet  Corporation  all  of  the  help  neces- 
tsary  which  should  be  given  to  it. 

^  Mr.  Kelley.  Did  tliis  corporation  go  into  the  hands  of  a  re- 
ceiver just  about  the  time  that  Blain  left  the  district  superin- 
tendency  ? 

Mr.  CosGROVE.  I  believe  that  Capt.  Blain  left  about  that  date,  I 
think  the  1st  of  April,  and  this  receivership  was  called  for  on  the 
11th  of  March  of  this  year. 

The  Chairman.  Of  this  year? 

Mr.  CosGROVE.  Yes;  I  might  say  that  Capt.  Blain  had  much 
less 

Mr.  Kelley.  He  sat  and  talked  with  you  about  the  receivership 
as  to  your  knowledge  and  ideas  about  it? 

Mr.  CosGROVE.  He  talked  to  me  about  it  after  the  temporary  re- 
ceiver was  appointed.  I  might  say  that  Capt.  Blain,  in  fairness 
to  him,  had  much  less  to  do  with  the  receivership  than  any  of  the 
rest  of  us. 

Mr.  Kelley.  Mr.  Terhune  was  more  favorable  to  the  appoint- 
ment of  Capt.  Blain  that  you  were? 

Mr.  CosGROVE.  I  believe  he  was. 

Mr.  Kelley.  Did  he  suggest  to  Judge  Allen  the  appointment  of 
Mr.  Blain  in  your  presence? 

Mr.  CosoRovE.  I  do  not  know  that  he  did.  I.  know  Judge  Allen 
was  quite  strong  in  his  own  statement  that  he  had  heard  the  Blain 
name  mentioned,  and  that  he  did  not  have  a  very  high  regard  for 
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him,  and  he  would  not  allow  anyone  to  dictate  at  all.  But  I  con- 
sistently, at  all  times,  have  taken  the  position  that  Capt.  Blain 
should  not  be  the  receiver,  or  anybody  else  should  be,  connected 
with  the  Fleet  Corporation. 

Mr.  Kelley.  That  is  all. 

Mr.  CosGROVE.  Yesterday  you  asked  me  concerning  this  meeting  in 
New  York.    Might  I  have  a  word  on  that  ? 

The  Chairman.  Yes ;  if  you  wish  to  testify  in  addition  with  refer- 
ence to  that. 

Mr.  CosGROVE.  The  question  was  concerning  an  incident  which  had  no 
special  significance  to  me ;  and  for  the  moment  I  did  not  recall  much 
about  it,  and  I  don't  much  yet,  except  that  I  do  recollect  this:  That 
Mr.  Shubach  and  Mr.  Ira  Campbell,  admiralty  counsel  of  the  Ship- 
ping Board,  were  discussing  a  sale  they  were  trying  to  make  of  either 
five  or  six  vessels  which  the  Grays  Harbor  Shipbuilding  Co.  had  built 
for  the  Fleet  Corporation,  and  the  proposed  sale  was  to  be  made  to 
some  foreign  interests;  just  who  L don't  know,  except  I  remember 
Mr.  Campbell  saying  he  was  very  much  disappointed  because  he 
had  been  in  New  York  that  day  with  Mr.  Shubach,  and  that  they 
had  the  sale  made,  and  that,  as  Campbell  said,  '^  I  sat  across  the  table, 
and  the  money  was  almost  in  my  hands,  anid  I  could  not  get  it.'^ 
The  trouble  being  that  they  could  not  get  cargo  insurance  for  the  cargo 
on  these  wooden  vessels.  Later  I  inquired  of  some  one  what  the 
whole  matter  was  about.  I  don't  know  who  I  talked  with  now ;  but 
some  one  told  me  that  Shubach  had  an  arrangement  with  the  Ship- 
ping^Board  and  the  Fleet  Corporation  officials,  that  if  he  would,  or 
was  able  to  help,  sell  those  completed  vessels  at  that  price  that  he 
would  have  certain  other  hulls  restored  which  had  been  suspended 
or— yes — suspended.  Now,  other  than  that,  I  don't  recollect  any- 
thing said  about  the  shipping  business. 

Mr.  Hadley.  I  want  to  refer  to  another  matter,  Mr.  Cosgrove. 
Yesterday,  in  response  to  an  inquiry  of  mine,  you  suggested  that  you 
would  ascertain  whether  there  were  other  written  instruments  in 
connection  with  the  transfer,  or  the  proposed  transfer,  to  Skinner  & 
Eddy  from  the  Fleet  Corporation,  in  addition  to  the  one  of  May  11, 
I  think,  1918 ;  and  you  have  now  handed  me  a  document  purporting 
to  be  a  copy  of  an  instrument;  and  I  will  ask  you  if  that  is  the  one? 

Mr.  CosGROvE.  That  is  what  the  home  office  forwarded  to  me  as  a 
copy  of  a  lease  of  date  of  June  1, 1918,  between  the  Fleet  Corporation 
and  the  Skinner  &  Eddy  corporation.  I  was  unable  to  find  any  other 
contract,  or  reference  to  contract,  concerning  the  sale  of  the  premises 
to  Skinner  &  Eddy. 

Mr.  Hadlet.  On  its  face,  it  refers  to  an  agreement  with  the  Seattle 
Construction  &  Dry  Dock  Co.  bearing  date  May  10,  1918 ;  I  assume 
that  is  the  same  instrument  we  have  referred  to  heretofore;  that,  I 
think,  bears  date  of  May  11  ? 

Mr.  CosGBovE.  No. 

Mr.  Hadley.  Are  there  two  separate  instruments? 

Mr.  CosGROVE.  Let  me  get  you  right  on  that.  The  memorandum 
agreement  between  the  Fleet  Corporation  and  the  Seattle  Construc- 
tion &  Dry  Dock  Co.  for  the  purchase  of  the  plant  was  dated  May  10. 

Mr.  Haduey.  Yes. 
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Mr.  CosGROVE.  And  that — there  was  on  the  same  day  one  drawn 
with  Skmner  &  Eddy,  and,  I  believe,  that  was  redrafted  and  made 
of  date  May  11. 

Mr.  Hadley.  You  refresh  my  memory.  That  is  a  fact.  That 
transaction  was  on  the  date  on  its  face,  and  the  other  was  the  suc- 
ceeding day? 

Mr.  Cosgromj:.  There  were  two  agreements  with  Skinner  &  Eddy, 
and  I  think  the  second  one  was  made  on  the  day  following.  That 
was  the  corrected  contract,  or  the  modified  contract,  following  the 
first. 

Mr.  Hadley.  Now,  the  thing  I  wanted  to  ask  you  particularly 
about  in  this  case,  after  identifying  -the  instrument,  was  about  the 
property  which  I  see  referred  to  in  this  lease  here? 

Mr.  CosGKOVE.  Yes. 

Mr.  Hadley.  Evidently  a  portion  of  the  property  leased  is  what 
we  know  as  harbor  area,  is  it  not? 

Mr.  CosGROVE.  Yes. 

Mr.  Hadley.  I  assume  the  properties  which  are  described  here  as 
leased  are  the  same  properties  as  those  acquired  under  the  contract 
of  sale  to  the  Fleet  Corporation  from  the  Seattle  Dry  Dock  &  Con- 
struction Co.? 

Mr.  CosGROVE.  I  assume  that  they  are,  although  I  have  never 
checked  the  descriptions. 

Mr.  Hadley.  No;  I  have  not;  but  that  is  your  understanding? 

Mr.  CosGROVB.  I  understand  so;  yes. 

Mr.  Hadley.  What  other  property  that  is  real  estate  within  the 
harbor  area  is  involved  in  the  Seattle  Dry  Dock  &  Construction  Co. 
plant? 

Mr.  CosGROVE.  I  think  there  is  a  little  upland  there.   . 

Mr.  Hadley.  Is  there  any  tide  lands  between? 

Mr.  CosGROVE.  No ;  I  don  t  think  so. 

Mr.  Hadley.  No  ;  there  is  no  tide  land  ? 

Mr.  CosGROVE.  No;  I  do  not  think  so. 

Mr.  Hadley.  What  part  of  the  real  estate  does  the  improvements 
stand  upon?  Do  you  know?  Upon  the  harbor  area  or  upon  the 
upland? 

Mr.  CosGROVE.  I  think  it  is  largely  upon  the  harbor  area. 

Mr.  Hadley.  Then  the  value  of  the  site  is  largely  dependent  upon 
the  title  and  the  state  of  the  title  to  the  harbor  area,  I  take  it? 

Mr.  CosGROVE.  Yes. 

Mr.  Hadley.  The  harbor  area  is  that  portion  of  the  water  front 
lying  between  the  inner  and  the  outer  harbor  lines? 

Mr.  CosGROVE.  I  believe  so. 

Mr.  Hadley.  Is  it? 

Mr.  CosGROVE.  I  believe  so. 

Mr.  Hadley.  Do  you  know  the  width  of  the  strip  in  front  of  this 
property? 

Mr.  uosGROVE.  I  do  not. 

Mr.  Hadley.  Do  you  know  whether  or  not  any  of  the  improve- 
ments extend  beyond  the  outer  harbor  area,  and  out  into  what  is 
ordinarily  called  deep  water? 

Mr.  CosGROVE.  I  do  not  know  that. 

Mr.  Hadley.  Or  is  it  vour  understanding  that  most  of  the  im- 
provements are  upon  the  harbor  area? 
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Mr.  CosGBOVE.  That  is  my  guess. 

Mr.  Hadley.  Yes? 

Mr.  CosQROTE.  And  from  my  own  knowledge,  too,  of  the  topog- 
ranhy  of  the  coimtry — and  that  is  my  guess.  , 

Mr.  HAoiiET.  Now,  the  title  to  the  narbor  area  is  deraigned  by 
leases  from  the  State,  is  it  not? 

Mr.  CosGBOVE.  Yes. 

Mr.  Hadley.  And  not  otherwise? 

Mr.  CosoROVE.  No,  sir;  that  is  correct. 

Mr.  Hadley.  They  lease  it  for  a  period  of  30  years ;  I  think  that 
is  the  period  of  limitation.  It  originally  was,  unless  it  has  been 
altered  or  unless  they  have  made  some  other  alteration  since  that 
time? 

Mr.  COSGROYE.  No. 

Mr.  Hadley.  Do  you  know  how  long  the  lease  from  the  State  yet 
has  to  run  upon  this  harbor  area  ? 

Mr.  CosGROVE.  I  think  I  could  look  it  up ;  I  don't  know  now. 

Mr.  Hadley.  Do  you  know  whether  the  harbor  lease,  the  harbor- 
area  lease,  from  the  State  has  been  properly  assigned  to  and  trans- 
ferred to  the  Fleet  Corporation? 

Mr.  CosGROVE.  Yes ;  it  has  been ;  they  sent  it  here  to  me  with  the 
request  to  get  that  approved  by  the  State,  and  I  endeavored  to  get 
the  land  commissioner  to  approve  that ;  but  owing  to  the  fact  tnat 
since  the  port  conmiission — port  district  has  been  created  here — the 
land  commissioner  will  not  approve  any  further  assignments,  be- 
cause, he  says,  the  port  commission  now  claims  that  right.  I  pre- 
sented this  to  the  port  commission  for  approval,  and  they  would  not 
approve  that  without  a  bond ;  and  I  reported  the  matter  to  the  home 
office  and  furnished  the  form  of  bond  and  sent  it  back  there  for  exe- 
cution a  long  time  ago,  and  I  received  a  reply  to  the  effect  that  the 
home  office  was  taking  care  of  the  matter  themselves  from  that  date 
on  and  I  have  not  had  any  further  connection  with  it. 

Mr.  Hadley.  I  understood  you  that  the  land  commissioner  did 
not  transfer  it. 

Mr.  Cosgrove.  No. 

Mr.  Hadley.  Did  he  decline  to  do  it  for  any  other  reason  than 
that  the  port  commission  is  claiining  that  right? 

Mr.  Cosgrove.  He  seemed  to  think  that  the  port  commission  was 
the  onlyauthority  to  make  the  transfer  and  approval. 

Mr.  Hadley.  There  has  been  subsequent  legislation  and  subse- 
quent statutory  enactment;  has  it  any  bearing  upon  the  matter? 

Mr.  Cosgrove.  No  ;  I  am  of  the  opinion  new  leases,  a^  new  leases 
made,  must  be  approved  by  the  port  commission,  but  I  think  he  is 
in  error  as  to  the  leases  which  were  created  prior  to  the  legislation 
giving  the  port  commission  authority ;  but  my  opinion  did  not  make 
any  difference;  under  the  rble,  he  is  supposed  to  furnish  the  ap- 
proval. 

Mr.  Hadley.  Then  just  what  status — what  is  the  status  of  the 
transfer  of  the  harbor-area  lease  and  the  leasehold  interests  under 
it— might  be  ascertained  at  the  home  office,  I  take  it? 

Mr.  Cosgrove.  Yes.  I  have  always  felt  the  home  office,  concern- 
ing this  whole  matter,  preferred  to  do  it  in  its  own  way,  and  ex- 
clusively; while  I  have  been  willing  and  ready,  I  have  never  been 
called  upon  to  do  it. 
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Mr.  Hadley.  I  am  askingyou  these  qu^ions  because  I  under- 
stand that  there  is  about  a  ^,000,000  investment  in  that  property; 
and  from  your  statement  and  from  what  appears  upon  the  race  of 
these  papei^  it  appears  that  a  large  part  of  the  value  of  the  estate 
lies  in  the  leasehold  interests  derived  originally  from  the  State  of 
Washington  in  the  harbor  area? 

Mr.  CosGROVE.  It  does,  and  I  think  that  is  a  very  proper  inquiry. 

Mr.  Hadley.  We  will  inquire  further  of  the  home  office,  no  doubt, 
in  the  course  of  tliis  investigation.  That  is  all.  These  iustruments, 
I  just  referred  to.  That  is  all.  Mr.  Chairman,  may  I  be  excused  for 
a  brief  time? 

The  Chairman.  Yes. 

(Mr.  Hadley  withdrew  and  was  absent  for  some  time.) 

Mr.  Foster.  Have  you  been  to  New  York  since? 

Mr.  CosoROVE.  No;  I  dont  go*back  at  specific  times,  when  I  have 
nothing  to  do  there. 

The  Chairman.  Did  you  have  to  take  up  any  matters  with  the 
United  States  district  attorney  in  this  district  prior  to  Judge  Clay 
Allen  being  appointed  to  the  bench  ? 

Mr.  Cosgrove.  Yes. 

The  Chairman.  Did  you  ever  have  any  controversies  with  him 
about  any  matters? 

Mr.  Cosgrove.  No,  sir:  I  did  not  have  very  much  to  present  to 
him  in  the  beginning.  When  bills  of  sale  were  to  be  executed,  the 
home  office  had  not  yet  acquired  any  sort  of  stability  in  the  me- 
chanics of  such  matters,  and  in  the  absence  of  any  other  method 
we  were  required  to  go  over  and  get  the  district  attorney  to  approve 
of  the  form  of  bills  of  sale.  That  is  all  of  the  connection  that  I  had 
with  his  office. 

The  Chairman.  Did  he  undertake  any  inquiry  about  matters  per- 
taining to  the  Fleet  Corporation  here  of  which  you  did  not  approve? 

Mr.  Cosgrove.  No. 

The  Chairman.  Did  you  know,  Mr.  Cosgrove,  that  a  dictograph 
record  was  taken  of  the  meeting  in  the  hotel  room  in  New  York? 

Mr.  Cosgrove.  No  ;  I  did  not  know  it.  I  think  some  one — ^I  recol- 
lect now  some  one  told  me,  I  believe,  that  there  was  a  dictograph  back 
there ;  that  is  some  time  since. 

The  Chairman.  You  did  not  know  it  at  that  time,  at  the  time  of 
the  meeting. 

Mr.  Cosgrove.  If  I  had,  it  would  not  have  changed  my  conduct  in 
the  slightest. 

The  Chairman.  I  say,  you  did  not  know  it  at  the  time  of  the 
meeting? 

Mr.  Cosgrove.  No. 

The  Chairman.  Did  you  know  that  the  two  men  who  installed 
that  dictograph  and  made  the  record  are  both  dead  ? 

Mr.  Cosgrove.  No,  sir. 

The  Chairman.  And  that  one,  or  perhaps  both  of  them,  died  under 
peculiar  circumstances? 

Mr.  Cosgrove.  No  ;  I  have  no  knowledge  of  who  did  it.  In  fact,  I 
have  no  real  knowledge  that  there  was  a  dictograph  there. 

The  Chairman.  Did  you  discuss  the  matter  of  Capt.  Blain's  ap- 
pointment as  receiver  with  the  creditors'  committee? 
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Mr.  CosGBOYE.  No,  sir. 

The  Chairman.  Was  the  matter  brought  up  at  that  meeting  of  the 
creditors'  committee? 

Mr.  CosGROvE.  I  think  the  creditors  had  another  meeting  than  the 
one  I  refer  to.  At  the  one  I  have  reference  to  there  was  nothing 
said  about  Capt.  Blain  being  receiver. 

The  Chairman.  Did  you  know  that  mail  had  been  received  at  the 
Meacham  &  Babcock  office  there  addressed  to  Capt.  Blain  as  receiver? 

Mr.  CosoROVE.  No,  sir. 

The  Chairman.  Now,  the  amount  which  had  been  expended  by  the 
Meacham  &  Babcock  concern  upon  plant  extensions,  which  was 
alleged  to  have  been  expended  out  of  lunds  paid  for  ship  construc- 
tion, was  about  how  much? 

Mr.  CosGROVE.  I  do  not  know.  It  was  so  long  ago  that  all  I  recol- 
lect is  Mr.  Deane's  office  ^ave  me  that  idea. 

The  Chairman.  Well,  they  must  have  furnished  you  some  amount, 
didn't  they? 

Mr.  CosGROVB.  Well,  I  was  probably  told  at  that  time. 

The  Chairman.  Then  you  probably  did  know  at  some  stage  of  the 
proceedings  ? 

Mr.  CosGROvE.  I  was  probably  told  at  the  time. 

The  Chairman.  And  the  amount  was  much  less  than  had  been 
similarly  expended  by  the  Sloan  corporation,  wasn't  it? 

Mr.  CosGRbvE.  I  have  no  way  or  means  of  making  a  proper  com- 
parison there. 

The  Chairman.  No. 

Mr.  CosGROVE.  Any  answer  that  I  could  give  you  would  be  nothing 
but  a  horrible  guess. 

The  Chairman.  As  a  matter  of  fact,  up  to  date,  no  criminal  pro- 
ceedings have  been  started  against  the  directors  for  the  return  of 
the  money  which  they  expended  for  the  retirement  of  this  preferred 
stock? 

Mr.  CosGROvE.  Well,  none  of  us  ever  considered  there  were  crimi- 
nal proceedings  possible  in  that  matter.  Those  were  civil  proceed- 
ing we  suggested.  ^ 

The  Chairman.  Civil  proceedings? 

Mr.  CbsGROvE.  Yes. 

The  Chairman.  In  one  of  your  telegrams  to  the  home  office  did 
you  not  state  to  the  home  office  that  they  had  violated  the  law  and 
were  subject  to  prosecution? 

Mr.  CosoROVE.  No,  sir.  In  one  of  the  telegrams  I  read  that  was 
from  Mr.  Cuthell,  in  which  he  seemed  to  be  of  the  opinion  that  such 
jugffling  of  the  stock  was  a  criminal  matter. 

The  Chairman.  In  the  opinion  which  you  gave  did  you  not  state 
that  it  was  a  crime? 

Mr.  CosGROVE.  No ;  I  said  it  was  illegal. 

The  Chairman.  Illegal  action? 

Mr.  CosGROvE.  Yes ;  but  not  a  crime ;  and  I  don't  think  it  is. 

The  Chairman.  Then,  under  the  law  of  Washington,  if  money 
was  improperly  expended  to  do  something  that  the  statute  prohibits, 
there  is  no  criminal  responsibility  for  it? 

Mr.  CosGROVE.  Well,  I  would  like  to  make  that  a  little  more  defi- 
nite to  the  matter  in  point,  because  a  broad  question  like  that  might 
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lead  me  astray  in  giving  the  answer.    To  the  matter  in  point,  I 
think  there  is  no  crime  in  so  handUng  the  funds. 

The  Chairman.  Well,  they  have  expended  money  which  you  state 
must  have  been  from  the  receipts  from  the  Fleet  Corporation  f 
-Mr.  CosoROVB.  Yes. 

The  Chairman.  To  retire  or  to  purchase  back  preferred  stock; 
and  the  law  of  this  State  prohibits  that.  Now,  in  providing  that, 
does  the  law  impose  any  penalty  or  does  it  simply  give  a  civil 
remedy  ? 

Mr.  CosGROVE.  I  think  it  is  a  civil  remedy,  unless  in  addition  to 
that  we  might  establish  that  the  money  so  paid  had  been  received 
from  the  Fleet  Corporation  for  a  definite  purpose  and  had  been  di- 
verted to  another  purpose ;  and  I  have  my  doubts  as  to  whether  we 
could  ever  prove  a  crime  of  that  character  in  this  instance. 

The  Chairman.  Well,  now,  with  reference  to  the  money  advanced 
by  the  Fleet  Corporation  to  pay  a  particular  claim,  woula  the  diver- 
sion of  that  money  to  the  payment  of  some  other  claim  constitute  a 
criminal  offense  under  the  statutes  of  the  State  of  Washington  ? 

Mr.  CosGROVB.  I  think  it  would. 

The  Chairman.  Have  any  steps  been  taken  toward  instituting 
criminal  proceedings  for  this  alleged  offense? 

Mr.  CosGROVE.  Ihe  receiver,  the  auditor,  and  myself,  have  done 
everything  we  could  in  order  to  complete  the  audit  of  the  books  in 
order  to  establish  beyond  question  whether  there  is  such  a  criminal 
offense  which  could  be  proven ;  but  our  own  ideas  may  not  pan  out 
when  a  proper  audit  is  obtained. 

The  Chairman.  Now,  in  view  of  the  history  of  the  Meacham  4 
Babcock  yard,  would  you  say  there  had  been  serious  delay  in  the 
completion  and  delivery  of  the  ships  built  there? 

Mr.  CosGROvE.  I  did  not  say  so ;  no,  sir. 

The  Chairman.  Would  you  say  so,  now  ? 

Mr.  CosGROVB.  Comparatively  speaking,  it  would  be  my  idea  that 
the  delay  there  has  not  been  anywhere  near  as  great  as  in  many  other 
yards. 

The  Chairman.  So  that  so  far  as  getting  the  ships  out  which  were 
the  need  of  the  hour  these  proceedings  which  were  taken  by  that 
yard  have  not  seriously  delayed  construction  work? 

Mr.  CosGROVE.  They  have  not  delayed  construction  at  all.  The 
builder  has  gotten  out  his  ships  just  as  fast  with  the  receiver  in 
charge  as  he  could  have  gotten  them  out  himself.  There  has  been  no 
matter  of  slowing  up  the  work  in  any  way  whatever ;  although  Mr. 
Heifner  may  not  know  much  about  ships,  he  has  been  pretty  much 

on  the  job. 

The  Chairman.  Now,  I  think  you  stated,  in  response  to  a  question 
by  Mr.  Kelley,  that  the  Government  could  not  start  proceedings 
there;  that  it  had  to  be  done  by  one  of  the  creditors  of  the  yard  ui 
the  receivership  proceedings  ? 

Mr.  CosGROVE.  No ;  I  think  either  I  misunderstand  you  or  you  mis- 
understood me. 

The  Chairman.  Well,  Mr.  Kelley  asked  you  a  question  as  to  why 
the  Fleet  Corporation  did  not  step  in  there,  and  you  said  that  the 
Fleet  Corporation  could  not  start  proceedings  against  Meacham  A 
Babcock ;  that  it  would  have  to  be  done  by  one  of  the  creditors. 
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Mr.  CosGROVE.  Yes;  but  that  had  reference  to  the  proceeding  for 
tlie  return  of  the  improperly  withdrawn  assets. 

The  Chairman.  Oh,  yes. 

Mr.  CosGROvE.  I  take  the  position  that  no  creditor  has  a  right  to  be- 
gin that  sort  of  an  action ;  that  only  a  receiver  acting  for  all  of  the 
creditors  has  that  right. 

The  Chairman.  And  your  contention  was  that  the  Government 
paying  by  the  Fleet  Corporation  a  sum  of  money  to  Meacham  &  Bab- 
cock  for  the  settlement  of  an  outstanding  claim  against  that  concern, 
v'hich  had  been  diverted  by  Meacham  &  Babcock  to  other  purposes, 
that  the  Government  or  the  Fleet  Corporation  could  not  ^art  pro- 
ceedings to  recover  that  money  ? 

Mr.  CosoROVE.  Yes ;  I  think  that  wherever  you  can  definitely  fasten 
the  diversion  of  money  intended  for  a  definite  purpose,  that  the  Fleet 
Corporation  can  begin  or  have  begun  criminal  proceedings,  and  pos- 
sibly civil  proceedings  for  the  return  of  the  money. 

The  Chairman.  But,  of  course,  before  the  Government  would  want 
to  undertake  that' they  would  have  to  have  a  careful  audit,  and  that  is 
what  has  been  made,  and  that  is  what  has  been  done? 

Mr.  CosGROVE.  Yes ;  that  is  what  we  are  trying  to  get. 

The  Chairman.  Now,  did  you  know  whether  at  any  time  any 
recommendation  was  made  by  either  Capt.  Blain  or  Mr.  Magee  that 
the  work  at  that  yard  should  be  taken  over  by  the  Fleet  Corporation 
and  given  to  some  other  builder  in  this  district? 

Mr.  CosGROVE.  I  had  never  heard  of  any  such. 

The  Chairman.  I  think  you  stated  yesterday,  with  reference  to 
the  receiver,  that  you  would  have  opposed  the  appointment  of  Capt. 
Blain  as  receiver  had  it  been  suggested  by  anybody  to  the  court? 

Mr.  CosGROVE.  Yes ;  that  is  correct. 

The  Chairman.  Prior  to  the  Meacham  &  Babcock  incident  in  con- 
nection with  the  receivership  proceedings,  had  your  relations  with 
Judge  Allen  been  friendly  and  cordial  ? 

Mr.  CosGROVE.  I  think  so ;  yes. 

The  Chairman.  Since  that  time,  have  they  been? 

Mr.  CosGROVE.  Well,  I  have  such  an  utter  contempt  for  his  actions 
in  the  matter  that  I  could  not  have  very  friendly  relations.  To  my 
mind,  the  judge  went  out  of  his  way  to  play  politics.  With  all  due 
regard  to  both  Mr.  Heifner  and  Mr.  Pigott,  whom  he  named,  who 
are  both  estimable  citizens,  I  think  he  went  clearly  out  of  his  way  to 
play  politics  as  against  the  wishes  of  the  creditors,  all  of  them  against 

this  appointment.  .       t  j 

The  Chairman.  Oh,  since  that  time  your  relations  with  Judge 

Allen  have  not  been  friendly  or  cordial  ? 
Mr.  CosGROVE.  I  have  no  relations  with  him. 
The  Chairman.  Well,  your  feelings  toward  him  have  not  been 

friendly.  ^         .    . 

Mr.  CosGROVE.  My  feelings  are  that  of  utter  contempt  of  any  ]udge 

who  will  do  that.  .   j         *  ^ 

The  Chairman.  Can  you  give  any  reason  why  a  judge  of  one  ot 
your  important  courts  here  in  this  State  should  relate  to  this  com- 
mittee under  oath,  after  having  been  subpoenaed,  a  conversation  to  the 
effect  that  you  and  Mr.  Terhune  called  upon  him,  and  that  while  he 
could  not  recall  whether  the  suggestion  when  first  made  that  Capt. 
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Blain  should  be  appointed  receiver  came  from  you  or  from  Mr.  Ter- 
hune,  but  that  you  during  the  conference  in  his  chambers  expressed 
the  desire  that  Capt.  Blain  should  be  appointed  receiver,  and  further- 
stated  that  it  was  the  wish  of  the  officers  of  the  Fleet  Corporation  that 
he  should  be  so  appointed  because  of  his  familiarity  with  the  proceed- 
ings in  this  district  and  with  the  dealings  in  this  district  with  that 
concern,  and  that  you  felt  he  would  be  a  proper  man  to  be  appointed, 
if  no  such  conversation  took  place  ? 

Mr.  CosGROVE.  I  have  forgotten  your  question,  you  have  related  so 
much  to  me. 

The  Chairman.  It  was  very  long;  but  I  think  I  started  out  by  ask- 
ing you  if  you  could  assign  any  reason  for  a  judge  to  relate  such  a 
conversation  as  that,  when  nothmg  of  that  sort  ever  took  place? 

Mr.  CosGROVE.  No;  notwithstanding  what  I  have  said  about  Judge 
Allen,  I  don't  believe  he  would  come  in  here  and  deliberately  tell  you 
a  falsehood.  I  don't  believe  that.  I  think  outside  of  his  political 
misstep,  as  I  think  it  was,  I  think  he  is  an  honest  man.  I  can  only 
say  that  I  can  guess  at  it,  as  he  told  me  he  had  been  approached  by 
so  many  people  for  the  position,  and  he  did  all  the  conversing  him- 
self in  that  matter,  that  he  must  have  thought  we  came  up  there  to 
try  to  tell  him  who  was  to  be  appointed ;  when,  as  a  matter  of  f  act^ 
our  only  purpose  in  calling  upon  him  was  to  have  him  call  back  his 
order  allowing  Mr.  Price,  the  former  accountant  of  Meacham  &  Bab- 
cock,  to  go  throug:h  the  books.  Mr.  Terhune  may  have  been  favor- 
able to  Capt.  Blain,  and  may  have  had  some  idea  he  ought  to  be 
appointed,  but  it  was  never  for  a  moment  entertained  by  me,  and 
I  told  Terhune  at  the  time  I  believed  that  under  no  circumstances 
would  I  stand  by  Blain ;  and  the  reason  I  said  that,  and  the  position 
I  took,  is  that  no  man  in  the  position  Blain  had  should  occupy  such 
a  position  as  receiver. 

The  Chairman.  Do  you  recall  whether  or  not,  at  the  time  these 
receivership  proceedings  were  underway,  that  Capt.  Blain  was  con- 
templating resigning? 

Mr.  CosGROVE.  Yes ;  I  think  he  had  already  sent  in  his  resignation. 

The  Chairman.  Now,  then,  when  he  spoke  to  you  about  being  ap- 
pointed receiver,  did  he  say  anything  to  you  about  that  he  was  about 
to  resign  ?     And  that  he  could  attend  to  this  matter  ? 

Mr.  CosGROVE.  I  think  it  was  well  known  then ;  I  think  it  had  been 
given  out  publicly  that  his  resignation  had  been  sent  in. 

The  Chairman.  But  did  he  say  he  was  about  to  resign  and  could 
attend  to  the  receivership  ? 

Mr.  CosGROVE.  I  think  he  said  that  he  would  be  available. 

The  Chairman.  And  you  advised  against  it? 

Mr.  CosGROVE.  I  did ;  yes.  I  called  nis  attention  to  what  a  mistake 
he  would  be  making  if  some  one  would  offer  it  to. him. 

The  Chairman.  That  is  all. 

Mr.  Kellef.  I  want  to  be  quite  clear  about  these  payments  that 
the  Emergency  Fleet  Corporation  made  to  Meacham  &  Balx^ock 
Shipbuilding  Co.  on  the  contracts  as  they  progressed.  Now,  did  the 
contract  between  the  Emergency  Fleet  Corporation  and  the  Meacham 
&  Babcock  Co.  provide  that  the  Government  was  to  supervise  the  ap- 
plication or  the  disbursement  of  these  funds  after  they  passed  into 
the  hands  of  that  corporation  ? 
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Mr.  ClosGROVE.  Oh,  yes ;  on  the  installation  contracts. 

Mr.  Kelley.  Well,  I  mean  on  the  money  paid  as  partial  payments 
on  the  ship  as  it  was  being  completed  under  the  contract  ? 

Mr.  CosGROVE,  I  would  feel  that  in  order  to  answer  that  accurately 
that  I  should  read  these  contracts. 

Mr.  Kelley.  I  know,  but  you  base  all  of  your  objections  nearly  to 
this  corporation  on  the  fact  that  you  say  they  misapplied  funds? 

Mr.  CbsGROVE.  Yes. 

Mr.  Kjelley.  And  now  you  say  you  don't  know  whether  or  not  the 
Government  had  any  authority  to  supervise  the  distribution  of  that 
money  at  all  ? 

Mr.  CosGRAVE.  Whether  it  had  the  authority  or  not,  it  was  handling 
the  money  through  what  is  known  as  a  controlled  account. 

Mr.  Kelley.  Mr.  Deane  said  that  controlled  account  was  not  in- 
stituted until  afterwards? 

Mr.  CosGiio>^..  I  do  not  so  understand  it ;  I  think  the  controlled 
account  existed  a  long  time  as  such. 

Mr.  Kelley.  What  is  a  controlled  account?  Where  they  pay 
specific  bills? 

Mr.  CosGROVE.  Yes. 

Mr.  Kelley.  Where  the  office  down  here  pays  specific  bills  ? 

Mr.  CosGRovE.  Yes.    In  the  form  of  vouchers. 

Mr.  Kelley.  But  Mr.  Deane  says  that  they  did  not  do  that  until 
later. 

Mr.  CosGROVE.  Oh,  they  did  that ;  that  was  being  done,  as  I  under- 
stood it,  from  Deane's  office;  Deane  himself  may  know,  from  along 
in  Npvember  or  December  all  through  up  to  the  present  time. 

Mr.  Kelley.  Well,  in  those  cases,  the  checks  were  drawn  to  the 
creditors  ? 

Mr.  CosGROVE.  I  think  not. 

Mr.  Kelley.  And  don't  pass  through  the  hands  of  the  corporation 
for  distribution  at  all  ? 

Mr.  CosGROVE.  No;  the  voucher  comes  through  made  out  for  a 
certain  purpose,  as  I  understand  it,  and  the  district  auditor  out  of 
this  control  account,  draws  a  check  to  the  contractor,  and  the  amount 
covered  by  that  check  may  be  paid,  if  the  contractor  choses,  for  some 
other  purpose. 

Mr.  Kelley.  You  do  not  know  of  your  own  knowledge  that  that 
practice  was  in  effect  as  to  this  company  then  or  not  ? 

Mr.  CosGROVE.  I  understood  it  was. 

Mr.  Kelley.  But  you  do  not  know  it? 

Mr.  CosGROVE.  No ;  I  do  not ;  I  can  not. 

Mr.  Kelley.  And'  you  don't  know  whether  the  contract  provides 
for  it  or  not? 

Mr.  Cosgrove.  No;  I  do  not;  but  if  you  will  call  me  to-morrow 
mominff,  I  will  give  it  to  you. 

Mr.  Kelley.  This  is  a  matter  you  are  basing  your  statement  on  the 
word  of  others? 

Mr.  Cosgrove.  It  is;  I  am  taking  the  statement  of  the  auditor 
for  it. 

Mr.  Kelley.  That  these  people  have  been  diverting  funds? 

Mr.  Cosgrove.  Yes. 
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Mr.  Kelley.  And  now,  you  would  not  do  s6  unless  you  had  been 
convinced  from  an  examination  of  the  check  with  the  bills  of  the 
contractor  ? 

Mr.  CosGROVE.  It  is  sufficient  for  me  to  have  the  auditor  tell  me; 
that  is  sufficient. 

Mr.  Kellet.  Now,  is  it  not  a  fact  that  the  only  money  this  cor- 
poration has  ever  received  from  the  Fleet  Corporation  has  been  on 
progress  work? 

Mr.  Cosgrove.  I  do  not  so  understand  it. 

Mr.  Kelley.  And  if  that  is  true,  then  the  most  of  what  you  have 
written  to  the  home  office  might  be  grossly  in  error? 

Mr.  Cosgrove.  I  think  the  company  is  still  insolvent,  and  I  think 
the  officials  of  the  company 

Mr.  Kelley  (interposing).  No;  I  mean  about  their  disbursing  the 
money  ? 

Mr.  Cosgrove.  I  never  wrote  the  home  office  they  disbursed  any 
money  improperly  except  the  money  which  was  withdrawn  to  buy 
that  stock.  That  is  the  only  money  I  ever  said  in  any  correspond- 
ence to  the  home  office  had  been  improperlv  wihdrawn. 

Mr.  Keli^ey.  Well,  if  there  was  not  any  provision  in  the  contract 
permitting  the  Government  to  supervise  the  distribution  of  those 
funds,  then,  of  course,  this  office  would  not  have  any  right  to  say 
how  the  money  should  be  applied  on  partial  payments  made  on 
work  already  completed,  would  they  ? 

Mr.  CosGRO\'E.  There  would  be  nothing  to  prohibit  the  corpora- 
tion, the  contractor,  after  the  contract  had  been  formally  executed 
and  the  work  begun,  to  create  a  modification  which  would  aflfect  the 
handling  of  the  funds,  as  was  done  in  the  Sloan  contract;  that  was 
a  progress-payment  contract,  and  later  on  there  was  a  modification 
providing  for  a  controlled  account  entirely. 

Mr.  Kelley.  But  that  was  not  done  in  this  case? 

Mr.  Cosgrove.  Well,  I  think  it  was.  I  absolutely  believe  what 
the  auditor  told  me. 

Mr.  Kelley.  Now,  you  have  complained  a  lot  about  it,  though, 
because  the  Meacham  &  Babcock  officers  were  permitted  to  examine 
the  books  after  the  receiver  had  been  appointed.  Is  that  your  con- 
tention about  it? 

Mr.  Cosgrove.  We  do  not  want  this  particular  man  out  there  in- 
vestigating the  books;  but  we  had  no  objection  to  some  really  high- 
class  man,  Price-Waterhouse  men,  or  some  reputable  accountant. 

Mr.  Kelley.  In  other  words,  you  wanted  to  pick  out  the  man  to 
examine  the  books  ? 

Mr.  Cosgrove.  No;  I  wanted  the  court,  and  I  tried  to  tell  the 
court,  that,  if  he  wanted  to  have  perfect  safety  in  the  handling  of 
that  matter,  that  man  ought  not  to  be  permitted  to  go  in  there.  If 
1  was  sitting  as  judge,  I  would  not  want  to  let  every  fellow  run  the 
business. 

Mr.  Kelley.  No;  of  course,  the  judge  ought  to  be  sure  that  who- 
ever has  access  to  the  books  is  an  honorable  person,  but  this  cor- 
poration certainly  had  the  right  of  access  to  their  own  books  in 
order  to  prepare  their  defense  against  the  charge  of  insolvency? 

Mr.  Cosgrove.  No  one  has  any  objection  to  that;  not  as  far  as  I 
was  concerned. 
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Mr.  Kellbt.  I  suppose  you  could  have  asked  the  court  to  have 
allowed  your  auditor   to   work  side  by   side   with  whoever  was, 
selected.    Wasn't  it  a  little  presumptuous  on  your  part  to  say  just 
who  should  and  who  should  not  examine  the  books? 

Mr.  CosGROVE.  I  did  not  at  any  time  suggest  who  should. 

Mr.  EjEULET.  And  who  should  act  as  auditor? 

Mr.  CosGROVE.  I  never  did  that;  never  at  any  time,  did  I  suggest 
who  should ;  I  had  no  interest  in  it  whatever. 

Mr.  Kellet.  By  the  process  of  elimination,  who  should  not  is 
almost  as  effective  as  who  should  ? 

Mr.  CosoROVB.  I  don't  know  Mr.  Price;  I  had  never  seen  him;  I 
had  no  personal  knowled^  about  him ;  but  the  information  coming 
to  me  is  through  the  auditor's  office  and  that  information  was  such 
as  to  lead  me  to  believe  that  he  was  an  improper  person  to  have 
access  to  the  books. 

Mr.  Kelley.  Could  you  not  have  been  amply  protected  from  any- 
thing you  feared  by  asking  the  court  to  put  in  one  of  your  auditors 
in  by  the  side  of  the  auditor  who  had  been  selected  by  the  Meacham 
&  Babcock  Co.  ? 

Mr.  CosGROVE.  Possibly  so. 

Mr.  Kelust.  Eather  than  take  the  attitude  that  this,  their  own 
man,  should  not  have  access  to  the  books  at  all? 

Mr.  CosoROVE.  Yes;  I  suppose  so. 

Mr.  Kelley.  You  rather  exceeded  your  authority  as  a  creditor,  or 
as  a  creditor's  lawyer? 

Mr.  CosGROvE.  I  do  not  think  there  are  any  limitations  on  the  re- 
quests that  I  have  the  right  to  make ;  there  may  be. 

Mr.  Kelley.  Well,  coming  from  the  Government  of  the  United 
States,  you  figured  it  would  have  a  little  more  weight  probably  with 
the  court  than  it  would  from  anybody  else,  which  I  think  it  does? 

Mr.  CosGROvE.  I  have  no  interest  in  Meacham  &  Babcock  except  to 
see  that  they  get  what  is  coming  to  them ;  no  more,  no  less.  It  does 
not  increase  any  of  my  salaries,  and  as  long  as  I  am  on  this  job  here^ 
my  interests  are  that  of  the  United  States  Government ;  and  also  I 
have  a  live  interest  in  seeing  that  contractors  get  what  is  coming  to- 
them  rightfully. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Did  you  make  any  independent  inquiry  or  investi- 
gation, Mr.  Cosgrove,  to  corroborate  the  reports  made  to  you  about 
this  party  that  you  thought  was  unfit  to  examine  these  books? 

Mr.  Cosgrove.  I  had  no  opportunity. 

The  Chairman.  You  simply  relied  upon  a  certain  statement  made 
to  you  bv  the  auditor  that  he  was  not  a  proper  party? 

Mr.  (JosGROVE.  Yes;  and  the  matter  was  very  pressing  at  the 
moment,  because  I  had  been — an  order  had  been  obtained,  an  ex 
parte  order  had  been  given  out  allowing  this  man  to  examine  those 
c)ooks,  and  he  was  pressing  for  the  examination,  and  there  was  no 
time,  and  by  the  request  of  Mr.  Terhime  I  went  with  him  to  have  a 
conversation  with  the  court. 

The  Chairman.  That  is  all.    Are  there  any  other  questions. 

Mr.  Kelley.  Just  one  or  two  more  questions.  Did  you  tell  the 
creditors  at  the  meeting  up  there  when  the  question  of  the  appoint- 
ment of  a  receiver  was  being  discussed  that  unless  Mr.  Dawson  was 
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appointed  that  you  did  not  think  they  would  get  their  pay  very 
soon? 

Mr.  CosGROVE.  I  think  I  did. 

Mr.  Kelley.  What  did  you  mean  by  that? 

Mr.  CosoROVE.  What  I  meant  was  this:  And  that  was  without 
knowledge  of  who  might  be  appointed  receiver.  We  had  so  much 
difficulty,  as  shown  by  these  telegrams,  in  getting  the  home  office  to 
do  anytning ;  there  was  no  feeling  there  that  they  wanted  to  fumidi 
any  more  money,  and  that  I  told  them  that  there  was  a  great  likeli- 
hood of  the  home  office  of  changing  its  mind. 

Mr.  Kellet.  Did  you  tell  them  that  in  order  t6  make  the  meeting 
unanimously  in  favor  of  the  appointment  of  Capt.  Dawson? 

Mr.  CosoROVE.  I  might  say,  I  don't  know  where  they  get  this  title, 
Capt.  Dawson;  he  is  not  a  captain. 

Mr.  Foster.  Perhaps  he  received  the  title  by  courtesy. 

Mr.  CosQROVE.  Not  all  captains  around  here. 

Mr.  Kellet.  Mr.  Dawson  has  been  referred  to  by  some  one  as  cap- 
tain, and  I  thought  he  might  be  a  captain. 

Mr.  Cosorove.  He  has  been  connected  with  the  shipping  business 
for  many  years. 

Mr.  Kelley.  He  and  Mr.  Blain.were  great  friends,  weren't  they? 

Mr.  CosGROVE.  I  believe  they  were.  Most  everybody  is  with  Mr. 
Dawson,  who  knows  him. 

Mr.  Kelley.  And  they  are  associated  together  in  shipping  opera- 
tions in  this  locality  ? 

Mr.  Cosorove.  JTo  ;  they  have  never  been. 

Mr.  Kelley.  Never  had  any  business  relations  as  far  as  you  knowt 

Mr.  CosGROVE.  Not  any  more  than  one  concern  would  have  with 
any  other  one. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Mr.  Cosgrove,  can  you  consult  the  contracts  with 
reference  to  these  payments  between  now  and  to-morrow  morning, 
and  perhaps  advise  us  whether  there  was  any  conditions  as  to  how 
the  money  advanced  should  be  applied. 

Mr.  Cosgrove.  Yes. 

Mr.  Kelley.  Also  as  to  whether  or  not  this  account  in  the  au- 
ditor's office,  what  you  have  called  ? 

Mr.  Cosgrove.  T^he  controlled  account? 

Mr.  Kelley.  The  controlled  account? 

Mr.  Cosgrove.  Yes. 

The  Chairman.  And  when  it  was  made? 

Mr.  Cosorove.  Yes ;  I  will  do  so. 

Mr.  Foster.  Before  you  leave,  Mr.  Cosgrove,  when  did  you  first 
hear  of  a  dictograph  having  been  in  the  office  or  in  this  room  at  the 
Waldorf-Astoria?     About  when? 

Mr.  Cosgrove.  I  don't  know  when  it  was.  I  don't  demember 
much  about  it,  someone  around  the  offices  here,  and  around  town — 
possibly  in  the  last  two  or  three  months ;  it  is  recently. 

Mr.  Kelley.  Do  you  know  who  authorized  the  dictagraph  to  be 
placed  there? 

Mr.  Cosgrove.  No,  sir;  I  would  like  to  know  more  about  it;  I 
never  heard  very  much  about  it. 

Mr.  Foster.  t)o  you  know  whether  it  was  since  two  months 
when  you  first  heard  of  it  ? 
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Mr.  CosoBovE.  Well,  I  would  say  it  was  not  any  further  back 
than  that. 

Mr.  Kelley.  You  never  made  any  inquiry  of  the  home  office  to 
ascertain  whether  or  not  there  was  ? 

Mr.  CosGBOVE.  No,  sir ;  I  had  no  interest  in  it. 

Mr.  Kelley.  Whether  such  a  thing  as  that  had  been  done? 

Mr.  CosGROvE.  No. 

Mr.  Foster.  Did  that  tend  to  create  any  prejudice  in  your  mind 
against  investigations  emanating  from  the  home  office  ? 

Mr.  CosoROVE.  No,  sir.  I  will  say  I  am  particularly  pleased  that 
this  committee  is  investigating. 

,Mr.  Foster.  This  committee? 

Mr.  CosoROVE.  Yes. 

Mr.  Foster.  We  are  not  from  the  home  office? 

Mr.  CosGROVE.  I  know  you  are  not. 

Mr.  Chairman.  Are  there  any  further  questions? 

Mr.  Kelley.  None. 

The  Chairman.  We  will  ask  3rou  to  have  that — ^we  will  ask  you 
about  those  contracts  in  the  morning,  Mr.  Cosgrove. 

Mr.  CoBGROVE.  Yes. 

(Testimony  of  witness  concluded.) 

TESTDf ONT  OF  MB.  E.  JAHSON,  VICE  PBESIDENT  HOBWAT-PA- 
CIPIC  C0N8TBVCTI0N  A  D£T  DOCK  CO.,  EVEBETT,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Give  your  name  to  the  stenographer. 

Mr.  Janson.  E.  Janson. 

The  Chairman.  Where  is  your  residence--what  is  your  residence 
address  ? 

Mr.  Janson.  Seattle ;  231  Thirty-ninth  Avenue  North. 

The  Chahcman.  Are  you  connected  with  any  shipbuilding  concern 
in  this  vicinity  ? 

Mr.  Janson.  I  am;  yes. 

The  Chairman.  Which  one? 

Mr.  Janson.  The  Norway-Pacific  Construction  &  Dry  Dock  Co. 
of  Everett. 

The  Chairman.  You  have  a  plant  where? 

Mr.  Janson.  At  Everett. 

The  Chairman.  What  position  do  you  hold  in  that  company  ? 

Mr.  Janson.  Vice  president  of  the  company. 

The  Chairman.  Are  you  familiar  with  the  affairs  of  your  com- 
pan  V  ? 

Mr.  Janson.  I  am  very  familiar  with  them ;  yes. 

The  Chairman.  Do  you  know  of  the  negotiations  they  have  had 
with  the  shipping  board  ? 

Mr.  Janson.  I  do. 

The  Chairman.  Do  you  know  when  the  concern,  or  how  long  the 
concern,  of  ^hich  you  are  the  vice  president  has  been  equipped  to 
build  ships? 

Mr.  Janson.  We  have  not  been  equipped  to  build  ships  until  now. 

The  Chairman.  Until  when? 
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Mr.  Jakson.  Until  bow,  ;  but  we  could  have  been  equipped  to  build 
ships  eiffht  months  ago.  ; 

The  Chaibhak.  Eight  months  ago  ? 

Mr.  Janson.  Yes. 

The  Chairman.  That  is^  on  the  first  of  last  January  t 

Mr.  Janson.  Yes ;  provided  we  had  had  sufficient  capital  to  biuid 
the  yard. 

The  Chairman.  Provided  you  had  had  the  capital  to  build  the 
yard?  ' 

Mr.  Janson.  Sufficient  capital  to  build  the  yard ;  yes. 

The  Chairman.  That  was  subsequent  to  the  sigmng  of  the  armi- 
stice, the  1st  of  January,  of  course? 

Mr.  Janson.  Yes. 

The  Chairman.  Did  you  enter  into  negotiations  with  the  Fleet 
Corporation  for  the  construction  of  steel  ships? 

Mr.  Janson.  Our  president,  Mr.  Damler,  went  back  East  on  two 
occasions  last  year ;  the  last  time  I  think  it  was  in  October. 

The  Chairman.  In  October? 

Mr.  Janson.  I  think  so,  yes.  I  am  only  trusting  my  memory; 
I  can  not  give  the  exact  dates ;  but  on  both  occasions  he  interviewed 
Mr.  Hurley,  and  the  other  officers  of  the  Shipping  Board  in  the  at- 
tempt to  obtain  contracts  for  the  yard  and  on  both  occasions  he  was 
turned  down  by  Mr.  Hurley. 

The  Chairman.  Those  conferences  with  Mr.  Hurley  you  know 
nothing  of,  except  what  Mr.  Damler^s  statements  of  them  were? 

Mr.  Janson.  That  is  all. 

The  Chairman.  But  you  did  not  get  any  contracts? 

Mr.  Janson.  We  did  not. 

The  Chairman.  You  have  five  contracts  for  the  construction  of 
revenue  cutters? 

Mr.  Janson.  We  have. 

The  Chairman.  Placed  with  you  by  the  Navy  Department  ? 

Mr.  Janson.  Yes ;  the  coast  division  of  the  Navy  Department. 

The  Chairman.  Have  you  begun  work  on  those? 

Mr.  Janson.  We  have  constructed,  fabricated  the  keel  of  two  of 
the  cutters. 

The  Chairman.  Was  any  attempt  made  by  your  corporation,  dur- 
ing the  construction  of  its  yard,  to  secure  advances  from  the  Fleet 
Corporation? 

Mr.  Janson.  None  whatsoever. 

The  Chairman.  How  large  ships  can  you  construct  there? 

Mr.  Janson.  We  have  at  the  present  time  practically  three  wajrs 
finished,  where  we  can  construct  up  to  14,000  tons,  and  then  we  have 
two  ways  finished  which  we  can  make  large  enough  to  construct  up 
to  20,000  tons. 

The  Chairman.  Fourteen  thousand  tons  and  twenty  thousand 
tons,  dead- weight,  steel  ships? 

Mr.  Janson.  Yes. 

The  Chairman.  Your  plant  is  equipped  with  the  necessary  ma- 
chinery and  appliances  for  fabricatmg  the  steel  on  the  plant! 

Mr.  Janson.  We  have  modem,  up-to-date  machinery,  complete 
for  five  ways,  already  up  there. 

The  Chairman.  What  is  the  total  capital  stock  of  your  company? 

Mr.  Janson.  Three  million  dollars. 
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The  Chaibman.  How  much  of  that  has  been  stibscribed  f 

Mr.  Janson.  a  little  more  than  one  million. 

The  Chaibmak.  Is  that  held  by  citizens  of  the  United  States, 
chiefly  ? 

Mr.  Janson.  There  is  only — ^weU,  I  went  back  to  Norway  last  year, 
during  the  summer,  and  I  sold  approximately  $1,500,000  worth  of 
the  stock,  of  which  $377,000  has  been  paid  in. 

The  Chairman.  The  balance  of  it  is  held  by  citizens  of  the  United 
States? 

Mr.  Janson.  By  citizens  of  the  United  States :  yes. 

The  Chaibman.  Have  you,  or  as  far  as  you  know,  has  your  cor- 
poration any  criticisms  or  complaints  to  make  with  reference  to  its 
dealings  and  negotiations  with  the  Shipping  Board? 

Mr.  Janson.  We  have  never  made  any  complaint,  but  we  feel  we 
have  hardly  been  treated  right  in  being  turned  down  where  other 
yards  under  much  less  favorable  conditions  have  be^i  awarded  con- 
tracts, and  have  not  been  fairly  considered  when  we  made  applica- 
tions for  contracts. 

The  Chaibman.  The  other  yards  were  given  those  contracts  at  a 
time  prior  to  the  signing  of  the  armistice? 

Mr.  Janson.  Yes:  prior  to  the  signing  of  the  armistice. 

The  Chaibman.  And  you  appreciate  the  fact  that  the  signing  of 
the  ai^istioe  necessitated  some  change  of  policy  on  the  part  of  the 
Shipping  Board,  and  also  on  the  part  of  the  Qovemment  ? 

Mr.  Janson.  Oh,  yes ;  but  at  both  of  the  times  when  we  attempted 
to  get  contracts,  it  was  prior  to  the  signing  of  the  armistice  that  we 
att^pted  to  get  the  contracts. 

The  Chaibman.  You  attempted  to  get  contracts  prior  to  the  time 
of  the  signing  of  the  armistice  ? 

Mr.  Janson.  Yes. 

The  Chaibman.  But  you  would  not  have  been  in  position  to  have 
begun  work  until  afterwards,  would  you  ? 

Mr.  Janson.  Oh,  if  we  had  gotten  those  contracts  we  could  hav-e. 
completed  the  yards  in  six  weeks.    We  would  have  been  able  to. put 
on  additional  forces;  but  on  account  of  not  having  the  contracts 
we  were  very  greatly  handicapped  in  selling  stock,  and  in  raising 
the  necessary  funds  to  complete  the  yard. 

The  Chaibman.  Assume  that  you  had  had  contracts  for  the  fufl. 
capacity  of  your  yard? 

Mr.  Janson.  Yes. 

The  Chaibman.  Given  you  by  the  Fleet  Corporiition,  how  soon 
could  you  have  begun  the  construction  of  those  ships? 

Mr.  Janson.  By  the  1st  of  January. 

The  Chaibman.  By  the  1st  of  Januftry  ? 

Mr.  Janson.  Yes. 

The  Chaibman.  That  was  after  tl^e  signing  of  the  armistice? 

Mr.  Janson.  That  was  after  the  signing  of  the  armistice;  yea 

The  Chaibman.  If  you  had  been  given  a  contract  pirior  to  the 
signing  of  the  armistice,  would  ^ou  have  been  in  positicm  to  have 
commenced  construction  any  earlier? 

Mr.  Janson.  No  ;  I  do  not  think  so. 

The  Chaibman.  Now,  do  you  know  of  any  other  yards  in  this 
district,  or  anywhere  else  in  the  United  States  that  were  given  con- 
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contracts  for  the  construction  of  steel  ships,  where  the  yards  were 
not  completed  at  the  time  the  contracts  were  awarded? 

Mr.  Janson.  I  think  I  do. 

The  Chairman.  Where  construction  work  was  not  begun  until 
after  the  signing  of  the  armistice? 

Mr.  Janson.  No  ;  that  alters  the  situation  that  you  put  in  there, 
but  I  know  there  are  yards,  for  instance,  in  Seattle,  the  Erickson 
yard  here,  not  only  received  contracts,  but  assistance  also,  Govern- 
ment assistance,  in  completing  its  yard  so  as  to  enable  it  to  com- 
mence building  on  those  Contracts,  and  fillinjg  the  contracts. 

The  Chairman.  That  was  all  before  the  signing  of  the  armistice? 

Mr.  Janson.  Yes:  before. 

The  Chairman.  And  they  began  construction  before  the  signing 
of  the  armistice  ? 

Mr.  Janson.  Yes. 

The  Chairman.  What  yard  is  that? 

Mr.  Janson.  The  name  of  that  yard  is  the  Erickson  yard;  the 
Seattle  North  Pacific. 

The  Chairman.  The  Seattle  North  Pacific!  _ 

Mr.  Janson.  Yes. 

The  Chairman.  Where  is  that  located! 

Mr.  Janson.  In  Wert  Seattle. 

The  Chairman.  In  West  Seattle! 

Mr.  Janson.  Yes. 

The  Chairman.  Well,  were  not  those  contracts  canceled  subse- 
quently? 

Mr.  Janson.  I  don't  believe  they  were;  no. 

The  Chairman.  Are  they  still  building  them  under  contract  with 
the  Fleet  Corporation? 

Mr.  Janson.  As  far  as  I  know ;  but  I  can  not  make  that  positive 
statement. 

The  Chairman.  Do  you  know  how  many  ships  there  are  in  the 
contracts? 

Mr.  Janson.  I  think  originally  the  contract  was  for  10  ships.  I 
have  this  only,  of  course,  from  hearsay. 

The  Chairman.  Do  you  think,  as  a  matter  of  policy,  that  it  would 
have  been  wise  for  the  Shipping  Board  to  have  awarded  you  con- 
tracts for  the  construction  of  steel  ships,  after  the  signing  of  the 
armistice,  where  your  yard  could  not  have  been  ready  for  the  con- 
struction work  to  commence  until  after  the  1st  of  January  ? 

Mr.  Janson.  No  ;  I  do  not  think  it  would  have  been  wise ;  but  here 
in  January,  without  any  contracts  for  the  Government,  and  all  of  the 
other  yards  being  busy  building  for  the  Government,  we  also  tried 
for  the  privilege  of  building  'for  private  interests ;  we  had  many 
Norwegian  interests  ready  to  build  with  us  at  that  time,  and  we  were 
denied  the  right  to  build  for  private  interests.  That,  of  course, 
handicapped  our  yards  very  much,  having  no  contracts. 

The  Chairman.  When  was  that  denial  made? 

Mr.  Janson.  That  was  early  last  fall. 

The  Chairman.  Before  the  signing  of  the  armistice? 

Mr.  Janson.  No  ;  after  the  signing  of  the  armistice ;  I  would  say 
late  last  fall ;  it  was  after  the  signing  of  the  armistice  and  after  my 
return  from  Norway. 

The  Chairman.  What  reason  was  that  based  upon,  do  you  knowl 
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Mr.  Jakson.  It  appears  there  was  an  embargo  on  foreign  build- 
ing, and  that  all  private  contracts  would  have  to  go  through  the 
Shipping  Board  for  sanction,  and  we  asked  for  the  sanction  to  build 
for  certain  interests  in  Norway,  Joakim  Griegg  &  Co.,  in  Norway; 
we  made  application  and  we  had  considerable  correspondence  with 
Mr.  Hurley  in  regard  to  that  matter ;  and  we  could  not  ever  get  any 
satisfaction  from  him. 

The  Chairman.  Did  you  ask  at  any  time  to  be  awarded  contracts 
on  transfer  of  ships  that  had  been  given  to  other  yards,  but  which 
could  not  be  begun  for  some  little  time? 

Mr.  Janson.  ^o  ;  I  do  not  believe  so ;  no. 

The  Chairman.  I  think  that  is  all.  Have  you  any  questionis,  either 
of  you  gentlemen  ? 

Mr.  Keliby.  I  think  I  have  the  thing  straight  in  my  mind :  You 
believe  at  the  time  the  Shipping  Board  denied  you  contracts,  of 
course,  they  did  not  know  the  armistice  was  going  to  be  signed  on 
the  11th  of  November? 

Mr.  Janson.  No  ;  certinly  not. 

Mr.  Kelley.  And  that  they  should  have  given  your  plant  a  chance 
to  construct  ships? 

Mr.  Janson.  We  felt  that  way. 

Mr.  Kelley.  But  as  it  turned  out,  the  armistice  having  been  signed 
on  the  11th  of  November,  your  contract  would  probably  have  been 
canceled  anyway,  and  you  are  probably  in  better  shape  than  you 
would  have  been  if  you  got  it? 

Mr.  Janson.  I  think  so ;  yes. 

Mr.  Kelley.  But  your  complaint  is  that  they  did  not  consider  you 
at  the  time  ?  But  they  did  not  know  how  long  the  war  was  going  to 
last. 

Mr.  Janson.  However,  we  have  not  been  making  any  complaint  on 
that  score. 

Mr.  Kelley.  Yes ;  but  your  complaint  is  to  us 

Mr.  Janson.  We  feel  we  were  treated  like  step-children. 

Mr.  Kelley.  Is  that  after  the  signing  of  the  armistice,  when  the 
disposition  of  material  was  out  of  the  way,  and  those  questions,  they 
would  not  let  you  build  for  foreign  interests  ? 

Mr.  Janson.  Yes;  you  bet. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Is  there  anything  else  you  desire  to  bring  to  the 
attention  of  the  committee,  Mr.  Janson  ? 

Mr.  Janson.  I  don't  know  whether  it  is  in  proper  order  to  bring  a 
proposition  before  the  committee  for  consideration :  We  have  so  far 
been  able  to  finance  our  yard,  and  we  are  now  in  position  to  build 
it  so  we  can  ^o  ahead  and  build  steel  ships  on  a  large  scale ;  and  we 
are  very  anxious  also  to  build  a  dry  dock  as  soon  as  possible ;  and 
we  have  talked  the  matter  over,  thinking  perhaps  we  may  interest 
the  Government  in  furnishing  capital  whereby  we  could  build 
a  dry  dock  because  we  have  not  got  it  ourselves  now,  on  certain  con- 
ditions now  on  account  of  the  increase  of  the  Pacific  Fleet  here  the 
Government  will  need  a  great  deal  for  drydocking  facilities  in  addi- 
tion to  what  it  has  got  now  already;  and  I  think  you  also  believe 
that  we  have  wonderful  facilities  for  dry-dock  purposes;  and  if  it 
could  be  put  on  a  sort  of  a  semiofficial  basis,  whereby  the  Govern- 
ment could  furnish  the  money  and  we  could  build  the  dry  dock  and 
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the  Government  have  certain  preferences,  in  docking  any  of  their 
vessels,  and  upon  certain  conditions  which  could  be  mutually  agreed 
upon. 

Mr.  Kellet.  Suppose  the  Government  should  enter  into  an  agree- 
ment for  paying  you  an  annual  rental,  could  you  get  the  capital  neces- 
sary to  build  the  dock  ? 

Mr.  Jansox.  I  think  we  could ;  that  is,  at  least  we  could  get  foreign 
capital:  Norweman  capital. 

Mr.  Kellet.  My  recollection  is  we  do  rent  a  dock  at  the  Union  Iron 
Work,  near  San  Francisco,  on  that  sort  of  an  arrangement;  and  it 
should  be  worth  your  while  to  address  a  letter  to  the  l^retary  of  the 
Navy  to  inquire  whether  that  plan  would  be  wise. 

Mr.  Jakson.  We  should  be  pleased  to  do  so. 

Mr.  Kellet.  I  happen  to  be  a  member  of  the  Naval  Committee  and 
I  know  about  the  situation.  By  the  way,  I  think  you  have  one  of  the 
finest  shipbuilding  plants  I  ever  saw. . 

Mr.  Janson.  Thank  you,  Mr.  Kelley.  At  least,  I  think  we  have 
the  makings  of  one. 

Mr.  KJEUiET.  Well,  the  layout  ? 

Mr.  Janson.  Yes ;  the  layout  is  wonderful. 

Mr.  Kellet.  The  ships  and  the  ways. 

Mr.  Janson.  Thank  you;  I  shall  take  advantage  of  your  sugges- 
tion, and  address  a  letter  to  the  Secretary. 

M.r.  Kellet.  I  think  that  would  be  better ;  then  ^rou  have  presented 
to.  the  Government  a  definite  matter  for  consideration. 

Mr.  Janson.' That  is  probably  true;  as  long  as  we  get  the  dry 
dock ;  that  is  the  main  object. 

Mr.  Kellet.  Yes ;  the  draft  of  water  into  your  place  there  is  ample 
everywhere? 

Mr.  Janson.  It  is  ample. 

Mr.  Kellet.  What  is  it? 

Mr.  Janson.  Where  out  outfitting  basin  is,  it  is  14  feet  at  extreme 
low  tide. 

Mr.  Kelley.  Fourteen  feet  at  extreme  low  tide,  isn't  it;  and  at  the 
other  end  of  the  dock  is  23  feet  at  extreme  low  tide?  It  would  prob- 
ably require  some  dredging,  because  the  modern  dreadnought  re- 
quires about  40  feet ;  32  ^t.  and  not  less  than  29. 

Mr.  Janson.  In  dry  rock  ? 

Mr.  Kellet.  They  draw  about  that  much  water ;  32  feet  of  water. 

Mr.  Janson.  Then,  of  course,  it  would  require  additional  dredging 
in  that  instance ;  yes. 

Mr.  Kjjllet.  That  is  all.  • 

The  Chairman.  If  that  is  all  that  you  have  to  suggest,  Mr.  Jansoa, 
that  is  all.    We  thank  you  very  much. 

Mr.  Janson.  Thank  you. 

(Testimony  of  witness  concluded.) 

TESTXHOITT  OF  ME.  LEA  MILLIOAN,  NAVAL  AECHITECT  ASd 

MABINE  ENOINEEE,  SEATTLE,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 
The  Chairman.  Mr.  Milligan,  the  committee  desires  to  ask  you  one 
or  two  questions.    Will  you  be  sworn  ? 
Mr.  Milligan.  Yes. 
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(The  witness  was  then  sworn.) 

The  Chairman.  What  is  your  name? 

Mr.  MiujOAN.  Lea  MiUigan. 

The  Chairman.  What  is  your  residence? 

Mr.  MiLLiOAN.  Washington  Annex. 

The  Chairman.  Washington  Annex,  Seattle? 

Mr.  MiLLiGAN.'  Yes. 

The  Chairman.  What  is  your  business. 

Mr.  MiLUGAN.  Naval  architect  and  marine  engineer. 

The  Chairman.  At  any  time  have  you  been  connected  with  or 
doing  any  work  at  the  Meacham  &  Babcock  works? 

Mr.  MiLiiiGAN.  Yes;  I  was  naval  architect  there  for  a  while,  and 
after  that  I  was  manager  for  W.  C.  Dawson,  the  temporary  receiver. 

The  Chairman.  Well,  at  any  time  while  there  do  you  recall  mail 
bein^  received  at  the  Meacham  &  Babcock  office,  addressed  to  John 
F.  Blain,  receiver. 

Mr.  MiLLiGAN.  Yes;  that  was  while  I  was  manager  for  a  short 
time  for  Mr.  Heifner  as  receiver. 

The  Chairman.  Mr.  Heifner,  the  present  receiver? 

Mr.  MnxiGAN.  Yes;  the  present  receiver. 

The  Chairman.  How  long  after  the  receiver  was  appointed? 

Mr.  MiLLiGAN.  I  think  it  was  a  couple  of  days  after  Mr.  Heifner 
was  appointed ;  the  next  day  or  two. 

The  Chairman.  How  much  mail? 

Mr.  MiLLiGAN.  Well,  I  don't  know  whether  it  was  one  or  two 
letters;  I  don't  remember. 

The  Chairman.  Do  you  know  whether  that  came  from  creditors 
of  the  plant? 

Mr.  Mn-LiOAN.  I  think  it  was  from  a  creditor  of  the  plant,  but  I 
don't  know  which  one. 

The  Chairman.  Are  you  at  all  familiar  with  the  accounts  of  that 
concern? 

Mr.  MiLUGAN.  Well,  in  a  way.  We  made  an  estimate  while  Mr. 
Dawson  was  there.  Mr.  Randolph,  the  office  manager,  and  I  made  an 
estimate  as  to  their  assets  and  liabilities;  principally  the  amounts 
got  from  the  Shipping  Board  funds. 

The  Chairman.  Do  you  know  whether  debit  vouchers  charged  in 
the  books  of  the  Meacham  &  Babcock  concern  under  the  supervision 
of  the  receiver  covered  machinery  not  ordered  for  that  concern  be- 
longing to  the  Fleet  Corporation  were  issued  ? 

Mr.  MiULiGAN.  Yes;  there  was  quite  a  large  number  of  those  debit 
vouchers  issued,  and  I  asked  Mr.  Heifner  not  to  sign  any  himself 
until  he  submitted  them  to  me,  as  I  was  familiar  with  the  orders. 
There  was  quite  a  few  of  them  issued  by  the  auditing  department  for 
machines  not  ordered  by  the  Meacham  &  Babcock  Co.  from  the 
Shipping  Board ;  seemed  to  have  gone  off  some  way  and  shipped  out 
there,  and  then  they  billed  them  through  to  the  local  auditor. 

The  Chairman.  Could  you  state  how  much  the  total  of  that  was? 

Mr.  MuxiGAN.  No;  I  could  not  state  definitelj  it  was  quite  an 
amount — several  hundred  thousand  dollars,  I  believe,  or  a  hundred 
thousand  dollars.     ^ 

The  Chairman.  Several  hundred  thousand  dollars? 

Mr.  MiLLiGAN.  Yes. 
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The  Chairman.  Was  that  machinery  delivered  ? 

Mr.  MiLLiGAN.  It  was  delivered ;  part  of  it.  I  guess  it  was  all  in 
the  yard ;  I  never  checked  that  part  of  it  to  see  if  it  was  received,  but 
I  checked  it  to  see  if  it  was  used.  There  was  a  good  many  of  these 
vouchers  were  duplicates.  The  machinery  would  be  called  for,  for 
instance,  an  example  of  it,  they  would  call  for  a  boiler  and  then  go 
to  work  and  bill  for  the  boiler,  and  then  rebilled  th^n  for  all  parts  of 
the  boiler ;  and  that  happened  in  numerous  instances. 

The  Chairman.  Were  you  there  at  the  Meacham  &  Babcock  yard 
or  works  at  any  time?  Were  you  under  the  direction  of  the  Fleet 
Corporation,  6r  this  district  office  here? 

Mr.  Mhxigan.  I  was  given  a  leave  of  absence  without  pay  by 
Capt.  Magee,  under  orders  from  Capt.  Blain  to  assist  the  receiver 
as  manager. 

The  Chairman,  Are  ^ou  still  there? 

Mr.  MiLLiGAN.  No,  sir;  I  was  dismissed  by  Mr.  Heifner,  and  was 
then  brought  back  to  the  Fleet  Corporation's  office  here  and  stayed 
here,  oh,  four  or  five  weeks,  until  1  was  requested  to  resign  in  the 
latter  part  of  June. 

The  Chairman.  Who  requested  you  to  resign? 

Mr.  MiixiGAN.  It  was  on  the  statement  of  Mr.  Callis  I  was  re- 
quested to  resign ;  in  fact,  he  ordered  Mr.  Rice,  I  believe,  to  dismiss 
me;  that  is  my  understanding  of  it,  and  Mr.  Rice  refused  to  do  it; 
and  after  Rice  was  dismissed,  a  day  or  two  afterwards,  there  was 
a  conference  in  Mr.  Frick's  office,  and  I  was  requested  to  resign  by 
Mr.  Callis. 

The  Chairman.  Were  any  reasons  given  you? 

Mr.  MiiiLiGAN.  The  principal  reason  Was,  I  figured  it  out  that  I 
had  been  friendly  to  Mr.  Dowsey;  that  was  one  of  the  principal 
reasons. 

The  Chairman.  Any  other  reasons? 

Mr.  MiLLiGAN.  They  accused  me  of  being  not  loyal  to  the  Fleet 
Corporation  on  account  of  some  statement  I  had  heard  and  passed 
along  with  reference  to  Mr.  Cosgrove. 

The  Chairman.  Did  you  ever  make  a  statement  for  the  Fleet  Cor- 
poration, or  for  the  receiver,  which  would  show  that  the  Meacham 
&  Babcock  concern  was  not  insolvent  ? 

Mr.  MhjjIGan.  Well,  it  was  only  a  paper  statement,  just  a  pencil 
computation. 

The  Chairman.  You  are  not  an  expert  accoimtant? 

Mr.  MiLLiGAN.  No,  sir. 

The  Chairman.  And  that  paper  or  pencil  computation  was  that 
based  upon  an  examination  that  you  had  made  of  the  books? 

Mr.  MnxiGAN.  Not  of  the  books  but  of  the  amount  of  work  that 
had  been  done  and  the  estimated  value. 

The  Chairman.  Oh ;  of  the  work  done  on  the  hulls  ? 

Mr.  MiLLiGAN.  On  the  hulls;  the  extra  work  on  the  ships,  not  in- 
cluded in  their  plans  and  specifications,  and  other  detail  work  that 
the  shipyard  had  done  for  the  Fleet  Corporation. 

The  Chairi^ian.  AVhether  or  not  the  statement  which  was  based 
upon  your  examination  as  to  the  amount  of  the  work  done,  etc., 
showed  money  due  the  Meacham  &  Babcock  concern  for  extras  and 
material,  etc.  \ 
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Mr.  MiixiOAN.  Well,  there  was  part  of  that  based — ^the  settlements 
I  knew  had  been  made  with  Barber,  Seaborn  &  Bonnell,  in  which 
the  price  had  already  been  fixed,  and  which  work  Meacham  &  Bab- 
(?ock  had  already  done,  which  was  the  same  as  that  which  were  also 
due,  included  in  the  extras;  it  was  extra  on  their  bills,  and  it  was 
an  extra  on  Meacham  &  Babcock,  and  it  was  based  upon  that ;  it 
amounted  to  some  $52,000  for  hull  extras  and  about  $47,000  for 
machinery  extras. 

The  Chairman.  Now,  you  say  some  time  in  April  you  were  as- 
signed to  assist  the  receiver? 

Mr.  MiLLiGAN.  No;  I  think  it  was — ^yes;  the  latter  part  of  April. 
Capt.  Magee  resigned  the  1st  of  May,  and  it  was  before  Capt.  Ma- 
gee^s  resignation. 

The  Chairman.  What  did  you  do  to  assist  the  receiver? 

Mr.  Mn-LiGAN.  I  was  acting  manager  of  the  yard. 

The  Chairman.  You  had  charge  of  the  construction  work  ? 

Mr.  MiLLiGAN.  I  had  charge  of  the  construction  work  and  the 
installation  of  the  machinery. 

The  Chair^ian.  You  had  been  familiar  with  the  work  going  on 
there  prior  to  the  receivership  ? 

Mr.  MnxjOAN.  Yes. 

The  Chairman.  Who  succeeded  you? 

Mr.  MnxiGAN.  Mr.  John  R.  Audct. 

The  Chairman.  Were  you  familiar  with  any  of  the  negotiations 
which  preceded  the  appointment  of  the  receiver? 

Mr.  MiLLiGAN.  Not  of  my  own  personal  knowledge;  just  from 
talk  around  the  office  is  the  only  thing  I  know  by. 

The  Chairman.  Did  you  ever  hear  anybody  suggest  the  appoint- 
ment of  Capt.  Blain  as  receiver  of  Meacham  &  Babcock? 

Mr.  MiLLiGAN.  Yes;  I  did.  I  heard  Mr.  Isham,  of  the  West  Coast 
Iron  Works,  who  was  one  creditor;  I  heard  Mr.  Dearborn,  of  the 
Seattle  Plumbing  &  Supply  Co.,  who  was  also  a  creditor,  who  came 
to  me  and  told  me  it  was  contemplated ;  that  is,  for  the  permanent 
receiver. 

The  Chairman.  Yes. 

Mr.  MiLLiGAN.  It  was  while  I  was  manager  out  there. 

The  Chairman.  Anybodv  else  that  you  now  recall  ? 

Mr.  MiLLiGAN.  I  think  Sir.  Slater,  who  was  a  stockholder  in  the 
Meacham  &  Babcock  concern,  spoke  of  it;  he  said  he  was  asked  what 
he  thought  of  it.  There  was  quite  a  few  creditors.  I  think  the 
Albee  Manufacturing  Co.,  or  some  of  their  representatives,  who  were 
creditors,  told  me  the  same  thing. 

The  Chairman,  Were  you  ever  consulted  with  reference  to  the 
possible  discharge  of  the  receiver? 

Mr.  MiLLiGAN.  No,  sir. 

The  Chairman.  Did  you  know  while  you  were  there  assisting  the 
receiver,  Mr.  Heifner,  that  the  district  auditor  here,  Mr.  Deane,  was 
not  in  favor  of  the  receivership,  and  that  he  did  favor  the  discharge 
of  the  receiver  ? 

Mr.  MiLUOAN.*  No;  I  did  not  know  that  Mr.  Deane  had  that  idea 
in  mind.  I  thought  it  was  some  one  else. 

The  Chairman.  In  the  district  office. 

Mr.  MiLLiGAN.  Yes;  I  think,  in  the  first  conference,  when  Mr. 
Heifner  and  I  came  down  here  to  see  Capt.  Blain,  that  Mr.  Cos- 
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grove  at  that  conference  r^uggested  that  the  Shipping  Board  under 
their  contract,  due  to  the  fact  the  company  was  insolvent,  could 
go  in  there  and  finish  the  ships,  and  they  had  the  proper  o^aniza- 
tion  to  do  so ;  and  that  Mr.  Heif ner  would  wind  up  the  af&irs  of 
the  company  as  receiver,  but  that  the  ships  would  be  finished  by 
them.    That  was  suj^ested.    That  is  the  only  thing  I  know  about  it 

The  Chairman.  That  is  all,  Mr.  Milligan.    Thank  you. 

(Testimony  of  witness  concluded.) 

TESTIMONY  OF  MB.  L.  K  MEACHAM,  SECBETABY  KEACHAX  ft 
BABCOCK  SmPBTTILDIHO  CO.,  SEATTLE,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Give  your  name  to  the  stenographer. 

Mr.  Meagham.  L.  E.  Meacham. 

The  Chairman.  Where  is  your  i*esidence? 

Mr.  Meacham.  437  Smith  Street,  Seattle. 

The  Chairman.  Are  you  a  member  of  the  firm  of  Meacham  & 
Babcock? 

Mr.  Meacham.  I  am  the  secretary  of  Meacham  &  Babcock  and 
secretary  of  the  Meacham  &  Babcock  Shipbuilding  Co. 

The  Chairman.  That  is  the  concern  that  had  the  contracts  with 
the  Fleet  Corporation? 

Mr.  Meacham.  Meacham  &  Babcock  Shipbuilding  Co.  was  the 
name  and  style  adopted.  They  were  an  existing;  contracting  organi- 
zation when  we  went  into  the  wood-ship  building  program. 

The  Chairman.  How  many  hulls  were  you  to  build — ^how  many 
ships? 

Mr.  Meacham.  We  had  five  contracts ;  the  total  was  12  hulls  and 
the  installation  of  the  parts. 

The  Chairman.  Did  that  include  the  installation  of  the  machin- 
ery— of  all  the  machinery  ? 

Mr.  Meacham.  To  answer  that,  I  must  be  specific.  The  first 
contract  called  for  two  hulls  only ;  the  second  contract  was  for  four 
complete  ships;  the  third  contract  was  for  four  hulls  only;  the 
fourth  contract  called  for  two  hulls  only ;  the  fifth  contract  for  the 
installation  of  two  hulls  of  the  first  contract  and  the  four  huUs  of 
the  third  contract.    Bother  complicated. 

The  Chairman.  Was  the  installation  done  in  the  same  yards  the 
ships  were  constructed  in? 

Mr.  Meacham.  On  one  side  of  our  same  plant. 

The  Chairman.  Now,  were  all  of  the  contracts  for  a  flat  sum! 

Mr.  Meacham.  They  were  like  all  contracts;  the  specific  sum  was 
named  for  the  task  specified,  with  provisions  that  changes  should 
be  made  as  required  and  that  labor  conditions  should  be  (K>served  as 
dictated;  there  was  the  guaranty  on  labor  prices,  and  part  of  the 
contracts  would  guarantee  the  lumber  costs. 

The  Chairman.  How  many  ships  have  you  delivered — ^how  many 
hulls? 

Mr.  Meacham.  Six  complete  ships  and  five  hulls. 

The  Chairman.  How  many  of  those  were  delivered  by  the  re- 
ceiver ? 

Mr.  Meacham.  I  can  not  say. 
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The  Chairman.  Were  you  an  existing  shipbuilding  concern  prior 
to  getting  the  contracts  from  the  Fleet  Coiporation ! 

Mr.  Meacham.  With  the  exception  of  Mr.  Brents,  we  had  never 
got  into  the  game. 

The  Chairman.  What  business  were  you  in  prior  to  that  time! 

Mr.  Meacham.  We  had  been  general  contractors;  we  built  two 
tunnels,  a  church,  a  bridge;  we  lighted  the  down-town  section  of 
Seattle,  and  two  or  three  street-lighting  jobs;  the  concern  had  had 
an  uninterrupted  engineering  record  of  nearly  12  years. 

The  Chairman,  ^d  you  had  been  with  it  all  of  that  time? 

Mr.  Meacham.  No;  I  had  not.  I  came  in  at  the  time  the  original 
partnership  was  made  into  a  corporation,  five  years  ago. 

The  Chairman.  Now,  could  you  state  how  much  money  your  con- 
cern received  as  advances  from  the  Fleet  Corporation  prior  to  the 
receivership  proceedings? 

Mr.  Meacham.  We  never  had  one  penny  of  advances,  the  moneys 
received  being  solely  for  and  on  account  of  allowances  which  should 
have  been  recognized. 

The  Chairman.  That  is  the  same  as  what  are  called  progress  pay- 
ments? 

Mr.  Meacham.  We  received  progress  payments  at  the  stipulated 
basis  of  each  contract;  understand?  On  our  first  contract  we  re- 
ceived $29,000  per  payment  as  progress  was  made ;  our  second  contract 
we  received  $55,500 ;  our  next  contract  we  received  $84,000 ;  and  I  be- 
lieve on  the  fourth  contract  we  received  $34,000. 

The  Chairman.  How  about  the  fifth  contract? 

Mr.  Meacham.  In  addition  to  that 

The  Chairman.  I  say,  what  about  the  fifth  contract  ? 

Mr.  Meacham.  The  fifth  contract  was  the  installation  contract, 
and  that  was  on  a  different  basis. 

The  Chairman.  What  was  the  basis  of  the  installation  contract? 

Mr.  Meacham.  In  our  yard  we  were  allowed  on  the  six  ships  $16,- 
000  per  ship  advance  payment  against  overhead  and  permitted  to 
spend  that  lor  the  preparation  of  the  installation  program.  Besides 
that  we  were  to  receive  $5,000  profit  per  ship.  That  $16,000  being 
estimated  to  cover  a  reasonable  overhead,  including,  of  course,  the 
amortization  of  plant  built  exclusively  for  that  purpose. 

The  Chairman.  You  received  $16,000,  which  was  an  advance  to 
cover  overhead,  and  then  you  received  the  cost  of  installation  plus 
$5,000? 

Mr.  Meacham.  Yes. 

The  Chairman.  That  is  the  form  of  contract  sometimes  known  as 
cost  plus  fixed  fee,  is  it? 

Mr.  Meacham.  Yes;  that  is  the  regular  form  of  installation  con- 
tract. 

The  Chairman.  Now,  when  did  you  first  know  that  the  claim  was 
advanced  on  behalf  of  the  Fleet  Corporation  that  your  concern  was 
in  an  insolvent  condition? 

Mr.  Meacham.  In  September,  1918,  a  young  man  named  Jarvis 
came  to  our  plant  for  Mr.  Deane  and  made  an  audit. 

The  Chairman.  Did  he  give  you  that  information? 

Mr.  Meacham.  He  boastingly  told  one  of  the  young  men  in  our 
plant  that  we  were  broke,  and  I  came  down 

llie  Chairman.  Did  you  hear  that? 
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Mr.  Meacham.  I  did  not  hear  that;  but  I  came  down  and  talked 
to  Mr.  Deane,  and  brought  to  Mr.  Deane  a  correct  statement  of  our 
affairs. 

The  Chairman.  Who  prepared  that  statement,  that  correct  state- 
ment? 

Mr.  Meacham.  I  have  a  copy  of  that  at  your  disposal. 

The  Chairman.  Who  prepared  that  correct  statement? 

Mr.  Meacham.  Mr.  Price,  with  myself. 

The  Chairman.  Who  was  Mr.  Price? 

Mr.  Meacham.  He  was  my  accountant. 

The  Chairman.  How  long  had  he  worked  for  you? 

Mr.  Meacham.  He  came  in  there,  I  will  say,  in  March  or  April  to 
straighten  out  the  tangled  condition  which  resulted  from  the  death 
of  our  first  accountant,  who  had  been  a  sick  man  all  of  the  time  I 
had  him. 

The  Chairman.  Was  he  a  certified  public  accountant? 

Mr.  Meacham.  Mr.  Price? 

The  Chairman..  Yes. 

Mr.  Meacham.  He  was  studying  for  a  certified  accountant. 

The  Chairman.  Did  you  have  a  certified  public  accountant  at  any 
time  go  over  your  books  ? 

Mr.  Meacham.  No;  I  arranged  for  that  service  with  the  idea  it 
would  be  performed  when  Mr.  Price  had  straightened  out.  the  tangle 
to  a  point  where  it  was  ready  to  be  audited. 

The  Chairman.  Now,  did  you  have  any  dealings  with  Capt.  Blafai 
when  he  was  in  charge  here  ? 

Mr.  Meacham.  Yes. 

The  Chairman.  What  were  your  dealings  with  him,  and  how  were 
you  received? 

Mr.  Meacham.  Well,  the  dealings  were  of  various  sorts,  but  almost 
always  I  will  say  were  received  in  an  arrogant  and  unkindly  man- 
ner? 

The  Chairman.  Do  you  know  of  any  reason  for  being  received  un- 
kindly? 

Mr.  Meacham.  It  was  his  common  practice;  I  was  not  the  only 
one  received  in  that  manner. 

The  Chairman.  Did  he  have  any  particular  animus  against  you 
or  your  concern,  as  far  as  you  know  ? 

Mr.  Meacham.  I  believe  he  felt  we  had  tried  to  go  over  his  head 
in  the  early  days  to  assure  ourselves  we  were  getting  consideration  as 
an  applicant  for  Government  business. 

The  Chairman.  Now,  with  whom  did  vou  treat  with  reference  to 
securing  these  contracts  ? 

Mr.  Meacham.  Now,  I  can  not  say.  My  part  was  not  the  getting  of 
the  contracts.  In  Seattle,  we  treated  exclusively  with  Capt.  Blain 
until  Mr.  Magee  came  on  the  job. 

The  Chairman.  Do  you  know  whether  you  got  your  contracts 
from  the  Seattle  office,  or  from  the  home  office  at  Washington  or 
Philadelphia? 

Mr.  Meacham.  My  belief  is  that  the  contracts  were  allowed  at  the 
home  office,  with  telegraphic  notification  to  the  office  here  to  advise 
us  that  contract  had  been  let. 

The  Chairman.  Who  signed  the  contracts  you  had  on  behalf  of 
the  Fleet  Corporation,  or  the  Shipping  Board? 
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Mr.  Meaoham.  The  first  I  believe  was  signed  by  Col.  Goethals;  I 
believe  there  were  two  or  three  other  names  on  there  with  Col. 
Goethals? 

The  Chairman.  Who  signed  any  of  the  others?  You  say  the  first 
one  was  signed  by  Col.  Goethals  ? 

Mr.  Meacham.  I  remember  the  name  Capps  was  on  ^ome. 

The  Chairman.  Admiral  Capps.    Did  Mr. Tiez  sign  any  of  them? 

Mr.  Meacham.  I  would  not  be  able  to  say. 

The  Chairman.  Now,  your  yard  was  properly  equipped  for  the 
construction  of  wood  hulls? 

Mr.  Meacham.  If  you  will  pardon  the  pride,  it  is  the  best  equipped 
wooden  yard  in  this  district.  I  will  say  that  not  unkindly,  but  it 
was  because  of  the  assurances  gf  Mr.  I^hwab  and  Mr.  Piez  that 
preparations  for  efficiency  would  be  appreciated;  and  with  our. ex- 
perience as  contractors  we  knew  the  value  of  efficient  preparations 
as  reflected  in  reduced  pay  rolls ;  and  we  went  at  it  on  tnat  basis. 

The  Chairman.  Now,  how  did  this  rumpus  start  between  you 
and  the  district  office  that  finally  resulted  in  your  going  into  the 
hands  of  a  receiver? 

Mr.  Meacham.  It  all  started  on  account  of  the  mistake  made  by 
Mr.  Jarvis,  and  communicated  to  Mr.  Deanej  that  is,  his  recognition 
that  it  was  a  mistake,  and  I  might  say  that  I  believe  that  Mr.  Deane 
was  so  busy  that  he  could  not  get  the  explanation  I  was  trying  to 
show  him.  We  were  never  insolvent,  and  if  you  wish  I  will  de- 
velop it. 

The  Chair^ian.  Well,  I  just  wanted  to  find  out  how  this  thing 
started. 

M.  Meacham.  That  is  it. 

The  Chairman.  And  from  what  it  did  start? 

Mr.  Meacham.  Yes. 

The  Chairman.  It  was  from  this  examination  made  by  Mr. 
Jarvis? 

Mr.  Meacham.  Yes. 

The  Chaiuman.  That  is  your  contention? 

Mr.  Meacham.  Yes. 

The  Chairman.  And  you  further  contend  that  at  the  time  of  that 
examination  you  were  not  insolvent  and  were  able  to  meet  your  obli- 
gations of  the  concern? 
•Mr.  Meacham.  Yes. 

The  Chairman.  Was  there  any  dispute  or  controversy  existing 
between  your  office,. your  corporation,  and  the  district  office  here, 
with  reference  to  payments  which  you  claim  were  due  and  which 
had  not  been  paid? 

Mr.  Meacham.  No;  except  on  the  general  proposition  that  extras 
and  additional  charges  had  accrued  that  were  not  yet  admitted  by 
the  district  officers. 

The  Chairman.  Did  you  charge  up  extras  $20,000  per  ship  with- 
out specifying  how  that  had  been  expended? 

Mr.  Meacham.  As  an  estimate,  that  amount  now,  I  will  say,  is 
allowed  to  every  yard ;  an  approximate  amount  of  $33,000  to  $39,000 
Is  being  paid  every  week  at  the  present  time. 

The  Chairman.  Without  itemization? 

Mr.  Meacham,  It  is  being  itemized  under  proper  heads. 
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The  Chairman.  Did  you  have  the  $100,000.  or  I  believe  it  totaled 
$120,000',  did  you  have  thalt  itemized  so  that  the  district  office  would 
know  how  that  amount  was  reachedl 

Mr.  Meacham.  No,  sir;  that  was  the  consensus  of  opinion  of  the 
Wood  Ship  Association,  of  which  I  was  acting  president  most  of 
the  time,  and  I  knew  the  facts. 

The  Chairman.  Were  the  other  yards  making  the  same  charges 
for  extras  at  a  fixed  simi  per  ship,  without  itemization  at  that  time  ? 

Mr.  Meacham.  I  don't  know  just  how  they  handled  their  books; 
all  I  did  was  to  estimate  them  at  a  conservative  estimate;  we  jnflt 
carried  it  that  way. 

The  Chairman.  Were  the  keels  of  all  six  ships  laid? 

Mr.  Meacham.  Yes. 

The  "Chairman.  How  many  ways  had  you  i 

Mr.  Meacham.  Six. 

The  Chairman.  You  had  ships  in  process  of  construction  upon 
all  six  ways,  and  your  claims  were  based  upon  your  best  judgment 
and  estimate  as  to  the  amount  which  was  due  you  as  to  extras? 

Mr.  Meacham.  Yes;  and  at  that  particular  time  there  was 
$280,000  of  other  exarts  which  were  due  on  ft  at  the  time  of  Mr. 
Jarvis's  audit ;  and  we  had  already  collected  $146,000 ;  proving  that 
much  extras  (reside  the  $120,000  which  I  could  not  get  Mr.  Jarvis 
to  recognize  and  1  could  not  get  Mr.  Deane  to  see. 

'I'he  Chairman.  Well,  now,  what  explanation  did  they  give  you 
for  disallowing  that  additional  amount  of  extras? 

Mr.  Meacham.  There  was  nothing  said,  except  that  I  was  sitting 
at  Mr.  Deane's  desk.  He,  with  the  right  spirit  called  up  Mr.  Magee 
agam  to  be  sure  that  Magee — ^Mr.  Magee's  claim  that  there  was  no 
extras  was  correct;  and  1  heard  of  course  only  one  end  of  the  tele- 
phone conversation,  but  at  the  close  of  the  conversation  Mr.  Deane 
assured  me  that  Mr.  Magee  reaffirmed  that  we  had  no  extras  coming. 

'l*he  Chairman.  How  did  Mr.  Magee  know  that? 

Mr.  Meacham.  He  just  assumed  it;  he  did  not  understand  the  con- 
tracts, or  he  would  never  have  taken  that  position. 

'ihe  Chairman.  Did  he  ever  at  any  time  go  down  to  your  yard, 
and  make  an  examination  of  that  work  and  your  estimate? 

Mr.  Meacham.  He  had  been  down  there;  but  whether  or  not  we 
had  extras  was  a  matter  of  intelligent  analysis  of  the  terms  of  the 
contract. 

1'he  Uhatrman.  Who  ordered  the  extras? 

Mr.  Meacham.  I'he  inspectors.  They  were  ordered  all  in  exact 
accordance  with  the  provisions  of  the  contracts.  The  word  "  extras  ^ 
should  not  be  used  in  the  oifensive  sense  that  usually  attaches  to 
contract  work.  'l*hey  were  themselves  necessary  because  of  the  fact 
that  the  blue  prints  furnished  were  hurriedly  made  before  the  Ship- 
ping 15oard  had  really  arrived  at  an  understanding  of  what  they 
wanted,  i'rices  had  to  be  based  on  something,  so  that  there  was  a 
starting  point,  with  the  provision  plainly  written  that  it  was  only  a 
starting  point,  and  so  we  all  went  to  work  on  them.  But  I  may  say 
that  the  value  of  a  wooden  ship  changes  every  hour  from  the  time 
we  get  the  contract,  and  they  are  still  changing  because  of  this: 
That  every  yard  was  required  to  observe  all  instructions  from  the 
Government ;  so  by  the  passing  of  every  hour  there  were  new  changes 
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accrued  because  of  advances  in  labor  cost^  and  that  is  going  on  in 
every  yard  that  is  doing  work  now.  Yo\i  never  can  arrive^  short 
of  the  hnal  closure  of  the  work,  at  really  what  the  value  of  a  ship 
is ;  and  the  difficulty  1  had  with  Mf.  Deane  was  his  inability,  because 
of  instructions  from  the  manager,  his  inability  to  recognize  that  we 
had  any  of  these  extras  accruing. 

The  Chaibmak.  Dp  you  think  or  did  you  confer  with  Capt. 
Blam  about  this  'i 

Mr.  Meachah.  1  just — ^1  brought  in  a  correct  statement  of  our 
afFairs,  and  gave  that  to  Air.  Deane,  that  I  have  a  copy  of  here  to 
refer  to  now,  if  you  wish  to  question  me  about  it. 

'i'he  Uhairman.  Mow,  what  does  that  statement  show? 

Mr.  Mjsacham.  Among  other  items,  this  statement  shows  receiv- 
able items  overlooked  in  Jarvis's  audit  to  the  total  of  $887,196.28 ;  and 
including  uncollected  earnings  overlooked  in  Jarvis's  auoit,  amount- 
ing to  $16,876,  the  bulk  of  which  haa  either  now  been  paid  to  us  or 
is  m  the  process  of  auditing  and  allowance  against  what  is  called 
advances,  if  this  had  been  recognized  at  the  time,  there  never  would 
have  been  any  contention  regarding  advances  at  all. 

The  Chairman.  Now,  is  it  necessary  for  you  to  have  written  au- 
thority from  the  inspectors  befmre  you  can  make  these  extra  expend- 
itures? 

Mr.  Meacham.  No,  I  take  it  it  was  not,  because  our  practice  was 
identically  the  same  as  all  other  yards. 

The  CHAiRif  AN.  Well,  suppose  the  inspector  told  your  construction 
foreman  down  there  to  do  a  lot  of  work  on  a  ship,  amounting  to  sev- 
eral thousand  dollars  extra,  and  you  went  ahead  and  did  it,  and 
when  it  got  up  to  the  district  office  they  got  a  voucher  with  nothing 
on  it  about  the  extras,  and  the  inspector  set  up  the  claim  that  he 
never  ordered  it? 

Mr.  Meacham.  That  was  not  the  ease,  however.  There  is  no  ques- 
tion, in  our  understanding,  about  or  regarding  the  legitimacy  of 
every  extra  we  ever  claimed. 

The  Chairman.  Then  it  is  conceded  that  these  extras  were  fur- 
nished? 

Mr.  Meacham.  It  is  now  being  conceded  by  the  present  man- 
agements 

The  Chairman.  But  it  was  not  conceded  at  that  time? 

Mr.  Meacham.  It  was  not  conceded  by  Mr.  Magee. 

The  Chairman.  Did  Mr.  Magee  ever  give  you  any  reasons  for  not 

conceding  them? 

Mr.  A&acham.  Simply  as  what  we  called  jokingly;  it  got  to  be  a 
by- word  in  our  Wood  Ship  Association  when  we  would  jolly  each 
other  we  would  say, "  There  ain't  no  extras,"  because  of  that  injurious 
attitude  that  seemed  to  all  of  us  so  ridiculous.  I  might  say  on  one 
occasion  I  was  present  with  a  committee  in  Capt.  Magee's  office, 
and  when  we  had  been  discussing  for  a  half  an  hour  the  matter  of 
what  we  should  get  for  extras  he  said,  ^'  Remember,  gentlemen,  I  am 
not  admitting  there  are  any  extraa" 

The  Chairman.  Do  you  know  whether  or  not,  at  the  time  that  Mr. 
Magee  was  advising  mr.  Deane  that  there  was  no  compensation  due 
you  for  extras,  that  extras  were  being  paid  for  in  other  yards  by 
this  office? 
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Mr.  Meacham.  I  have  been  told  that  was  the  fact 

The  Chaibican.  But  you  have  no  knowledge  other  than  what  some 
one  told  you  ? 

Mr.  Meacham.  No  ;  I  have  not. 

The  Chaibman.  You  never  took  this  matter  up  with  Capt  Blain 
or  with  him  or  Deane? 

Mr.  Meaoham.  After  this  attitude  had  caused  serious  embarrass- 
ment I  did  go  to  Capt.  Blain  and  ask  for  an  advance  against  what 
was  coming  to  us  on  these  extras  in  our  final  adjustment. 

The  Chaibman.  Well,  subsequently  a  receiver  was  appointed  by 
the  court? 

Mr.  Meacham.  Yes. 

The  CHAmMAK.  Were  you  represented  at  those  proceedings? 

Mr.  Meacham.  We  were,  by  Preston  &  Thorffrimson,  our  attorneys. 

The  ChaibmaK.  And  did  you  present  your  financial  statement! 

Mr.'  Meacham.  Yes;  at  that  tmie,  I  will  explain,  that  because  of 
my  sickness — ^I  was  in  the  hospital  at  the  time — and  because  of  my 
sickness  it  was  impossible  to  present  the  figures;  but  they  denied  the 
allegations  of  insolvency.  Again  and  after  that  they  undertook  to 
throw  out  Mr.  Price,  who  was  the  only  man  who  really  understood 
our  affairs  besides  myself.  I  might  say  he  was  one  of  the  brightest 
young  men  I  have  ever  known.  They  undertook  to  have  him  make 
an  audit,  and  that  application  was  refused,  and  up  to  the  present 
moment  1  have  been  unable  to — ^in  fact,  they  took  him  out  of  there 
with  a  court  order,  and  access  to  the  accounts  was  refused ;  and  up  to 
the  present  moment  I  have  been  unable  to  get  any  access  to  the 
accounts. 

The  Chaibman.  Well,  did  you  or  any  of  your  concern  ever  remove 
anv  books  or  records  from  your  office  at  any  time? 

Mr.  Meacham.  Not  a  one. 

The  Chaibmak.  The  same  books  are  there  now  as  were  there  all 
of  the  time? 

Mr.  Meacham.  Yes;  and  always  have  been. 

The  Chaibman.  Did  you  ever  receive  pajmient  from  the  Fleet 
Corporation  of  moneys  to  be  applied  on  or  to  a  particular  account, 
and  then  spend  the  money  for  otner  purposes? 

Mr.  Meacham.  I  received  money  due  us,  with  instructions  by  them 
to  apply  it  for  a  certain  purpose,  and  I  applied  it  as  our  own  funds 
for  that  necessary  purpose,  which  only  the  proprietor  of  a  business 
knows,  and  the  auditor  in  any  other  office  can  not  guess. 

The  Chaibman.  Was  there  anything  in  your  contract  which  gave  • 
the  Fleet  Corporation  authority  to  provide  how  payments  ma(k  to 
you  should  be  applied? 

Mr.  Meacham.  Absolutely  not  one  word. 

The  Chaibman.  I  understood  you  to  say  you  were  an  official  of 
the  Wood  Ship  Building  Association? 

Mr.  Meacham.  Yes. 

The  Chaibman.  What  official  were  you? 

Mr.  Meacham.  I  was  vice  president ;  but  the  president  was  either 
absent  or  incapacitated  more  than  half  of  the  time  so  that  I  was 
virtually— a  good  portion  of  the  time — ^virtually  the  acting  head  of 
the  association. 

The  Chaibman.  Did  you  have  anything  particularly  to  do  with 
organizing  or  outlining  the  accounting  system? 
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Mr.  Meaohak.  I  did. 

The  Chaibmak.  For  whom? 

Mr.  MsACHAM.  Generally;  I  did  not  attend  to  our  accounting 
system;  I  organized  an  accountants'  association  so  as  to  get  the 
youn^  men  together  in  a  fraternity,  so  as  to  bring  the  yards  in  closer 
association,  and  we  held  meetings  at  Tacoma  and  in  Seattle  every 
two  weeks ;  and  we  had  a  banquet,  and  sometimes  we  took  them  to 
a  show ;  my  point  was  to  keep  the  young  fellows  feeling  right  toward 
each  other,  and  keep  the  boys  from  scrapping.  It  worked  very  suc- 
cessfully. 

The  Chairman.  Mr.  Meacham,  there  has  been  testimony  before 
the  committee,  and  while  the  conmiittee  has  not  had  an  opportunity 
to  look  into  the  law  before  we  proceed  to  inquire  into  it,  it  will  be 
necessary  for  the  committee  to  ascertain  from  you  whether  you  are 
willing  to  waive  any  immunity  that  might  accrue  to  you  by  reason 
of  an  investigation  on  the  part  of  this  committee,  provided  we  pur- 
sue our  inquiries  into  matters  which  testimony  has  been  brought  out 
heretofore  concerning? 

Mr.  Meacham.  Most  assuredly;  assuredly. 

The  Chairman.  You  do  so  waive  any  immunity? 

Mr.  Meacham.  I  do  hereby  and  herein  waive  any  alleged  im- 
munity. 

The  Chairman.  Is  that  voluntary  upon  your  part? 

Mr.  Meacham.  It  is.  In  fact,  I  had  asked  if  that  would  be  proper 
for  me  to  do  before  I  came  to  the  meeting.  I  would  not  1>b  here 
under  any  mistaken  apprehension. 

The  Chairman.  Well,  the  committee  did  not  care  to  proceed  until 
we  had  it  understood;  and  now  you  understand  the  attitude  of  the 
committee  and  the  status  of  the  matter.  With  that  understanding, 
I  would  like  to  ask  you  this :  If  any  of  the  funds  paid  you  by  the 
Fleet  Corporation  under  your  contract,  which  was  paid  ix>  you  for 
any  specinc  purpose,  under  any  understanding  you  had  at  the  time 
payment  was  made  with  the  omcials  of  the  Fleet  Corporation,  were 
used  or  diverted  by  you  or  other  officers  of  your  corporation  for  the 
retirement  of  the  preferred  stock  of  your  concern? 

Mr.  Meacham.  rio  funds  were  used,  except  funds  representing 
profits  already  accrued  because  of  operations  successfully  accom- 
plished at  the  time  they  were  used.  The  payment  was  by  resolution, 
m  the  usual  form,  in  accordance  with  the  printed  conditions  upon 
every  certificate  of  stock,  and  the  stock  was  of  a  character  different 
from  the  ordinary.  I  dictated  the  plan  of  it  myself,  to  accomplish 
the  necessities  under  which  we  were  working  at  a  time  when  it  was 
impossible  to  find  money  to  go  into  what  was  recognized  in  banking 
circles  as  a  very  hazardous  undertaking. 

The  Chairman.  Now,  at  the  time  this  money  was  used  for  that 
purpose,  do  you  sajr  that  an  audit  of  your  books  would  show  that 
you  had  profits  wlj^ch  would  permit  the  payment  of  that  amount 
lor  the  purchase  of  that  stock? 

Mr.  Meacham.  It  would  from  the  present  viewpoint,  but  not  from 
the  viewpoint  that  "  There  ain't  no  extras." 

The  Chairman.  Not  from  the  situation  which  resulted  from  the 
claim  of  Mr.  Jarvis  after  he  examined  your  books? 

Mr.  Meacham.  No. 

■ 
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The  Chairman.  Are  you  still  permitted  access  to  your  yard? 

Mr.  Meacham.  To  the  yard;  yes. 

The  Chairman.  To  your  books  ? 

Mr.  Meacham.  No.  We  have  an  auditor  out  thei-e — a  peculiar 
personality — ^who  rather  feels  his  authority;  and  the  occasion  has 
not  yet  really  required  that  I  demand  my  rights. 

The  Chairman.  He  is  not  your  auditor?  » 

Mr.  Meacham.  No;  he  assumes  to. 

The  Chairman.  Have  you  ever  attempted  to  have  any  other  auditor 
examine  these  books  under  the  order  of  the  court  since  the  refusal 
was  made  to  have  Mr.  Price  do  the  work? 

Mr.  Meacham.  I  filed  a  formal  request  through  Maj.  Game's  de- 
partment for  the  assignment  of  a  man  from  the  Government  to  go 
over  our  books. 

The  Chairman.  Was  that  granted? 

Mr.  Meacham.  No  ;  it  was  not.  .  Not  yet. 

The  Chairman.  When  was  it  you  got  this  order  from  the  court 
for  an  audit  of  your  books  ? 

Mr.  Meacham.  Referring  to  Mr.  Price? 

The  Chairman.  Yes;  if  that  is  the  name  of  the  young  man  you 
sent  out  there;  and  they  refused  him  access? 

Mr.  Meacham.  That  was  about  March  14,  1919,  and  at  a  time 
when  I  was  still  in  the  hospital. 

The  Chairman.  Now,  have  you  since  that  time  asked  the  court 
for  permission  to  have  an  audit  of  the  books  made  ? 

Mr.  Meacham.  No,  sir.  The  purpose  of  that  audit  was  to  es- 
tablish the  fact  for  the  court,  in  connection  with  the  appointment 
of  the  permanent  receiver,  that  we  were  not  insolvent. 

The  Chairman.  Was  that  prior  to  the  appointment  of  the  tem- 
porary receiver;  was  it? 

Mr.  Meacham.  It  was. 

The  Chairman.  Now,  who  did,  then,  make  an  audit  at  that  time? 

Mr.  Meacham.  There  was  none  made  for  that  purpose.  Price- 
Waterhouse  were  put  in  there  to  check  the  invoices  for  payment. 

The  Chairman.  Now,  then,  do  you  contend  that  some  of  these 
various  items  for  extras  furnished  have  since  been  paid  by  the  Fleet 
Corporation  ? 

Mr.  Meacham.  This  total  of  over  $403,000  does  not  represent  one 
dollar  which  has  not — ^has  either  not— which  either  has  already  been 
allowed  and  paid  or  that  is  now  in  the  process  of  allowance  to  ns 
under  equal  terms  with  other  yards. 

Mr.  Foster.  I  don't  believe  he  is  getting  his.  answer  right.  You 
mean  to  say  this  don't  represent — it  is  a  complicated  answer  the 
way  you  gave  it ;  read  it  and  see  whether  or  not  you  have  that  right 

(The  answer  was  then  read  by  the  reporter.) 

Mr.  Meacham.  That  is  correct. 

The  Chairman.  Let  me  ask  you  another  question :  Were  any  of 
these  extras  which  you  were  claiming  at  the  time  you  came  to  see 
Mr.  Deane  since  been  paid? 

Mr.  Meacham.  $146,000  of  those  had  been  paid  at  the  time  that 
Jarvis  did  say  they  did  not  exist. 

The  Chairman.  Now,  has  any  of  the  balance  been  paid  ? 

Mr.  Meacham.  Yes. 


SHTPPIIffG  BOABD  OPERATIONS.  499 

The  GsiATsoiAN.  How  iiliuehf  • 

Mr.  Meacham.  Oh,  I  can  not  sav  how  much ;  but  I  will  say  that 
fully  $50,000  has  been  paid. 

The  Chaikman.  So  that  substantially  $200,000  worth  of  these  ex- 
tras have  been  paid,  of  which  $146,000  had  been  paid  at  the  time  you 
came  to  see  Mr.  Deane? 

Mr.  Meacham.  Yes.  Let  me  explain  how  thkit  was:  Thife  state- 
ment was  either  of  August  1  or  31;  the  final  audit  was  not  concluded 
by  Mr.  Jarvis  until  some  time  in  October.  Items  here  not  alleged 
to  be  due,  to  the  total  of  $196,000— $146,000— were  paid  in  the  in- 
terim ;  and  yet  I  could  not  advise  that  these  items  paid  in  the  interim 
existed  at  the  time  of  the  statement. 

The  Chairman.  Well,  have  you  applied  for  the  discharge  of  the 
receiver? 

Mr.  Meacham.  We  are  in  process  now  of  getting  ready  to  make  our 
application. 

The  Chairman.  Did  this  receivership  delay  the  delivery  of  any 
ships  by  your  yard  ? 

Mr.  Meacham.  Only  as  the  receiverships  do:  A  new  management 
coming  into  control  with  no  knowledge  of  conditions  as  they  were. 
However,  our  master  shipbuilder  remained  on  the  job.  Some  of  our 
employees  were  instantly  discharged  at  the  behest  of  those  who  came 
into  power  who  had  personal  reasons  for  them.  That  broke  up  the 
organization  in  a  certain  way.  You  know  that  when — it  is  proverbial 
that  a  receivership  stands  for  extravagant  methods — we  believe  that 
Mr.  Heifner  has  Ibeen  an  ideal  receiver.  We  do  not  allege  any  in- 
tended extravagance.  The  conditions  which  have  come  are  simply 
those  inherent  in  the  very  conditions  under  which  he  is  working. 
He  does  not  know  as  we  know 

The  Chairman  (interrupting).  Shipbuilding? 

Mr.  Meacham  (continuing).  Shipbuilding,  and  the  working  plan 
under  which  we  were  going.. 

The  Chairman.  Mr.  Meacham,  can  you  get  back  here  at  8  o'clock 
this  evening? 

Mr.  Meacham.  I  will  be  here. 

The  Chairman.  Well,  the  meeting  will  be  adjourned  at  this  hour 
until  8  o'clock  this  evening. 

(Whereupon,  at  6.15  o'clock  p.  m.,  the  committee  recessed  until  8.15 
o'clock  p.  m.) 

AFTER  RECESS. 

(The  committee  resumed  at  8.15  o'clock  p.  m.) 

TESTIMONY  OF  ME.  L.  E.  MEACHAM— Besumed. 

The  Chairman.  Mr.  Meacham,  did  you  have  some  talk  with  Mr. 
C.  H.  Hamilton  about  these  payments  for  extras,  or  for  compensation 
due  various  parties  ? 

Mr.  Meacham.  I  did,  at  various  times ;  I  arranged  with  Mr.  Hamil- 
ton to  represent  our  association  in  presenting,  in  behalf  of  all  of  us, 
a  similar  settlement  plan  to  Washington. 

The  Chairman.  Who  was  Mr.  Hamilton? 

Mr.  Meacham.  At  that  time  he  was  the  president  of  the  Northwest 
Steel  Ship  Builders'  Association. 
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The  Chairman.  How  did  you  happen  to  confer  with  him  about  a 
matter  affecting  wood  ships?  i 

Mr.  Meacham.  It  happened  I  was  chairman  from  the  beginning  of 
a  committee  known,  I  think,  as  the  accounting  committee,  or  some- 
thing like  that ;  the  function  of  which  was  to  figure  ways  and  means 
of  getting  our  matters  proj)erly  before  the  Government  on  what  you 
would  call  the  extra  and  adjustment  items.  When  we  were  approach- 
ing the  completion  of  the  program  it  was  suggested  in  a  trustees' 
meeting  that  the  time  had  come  for  me  to  see  Mr.  Blain,  and  find  out 
from  him  a  preferable  plan  for  procedure  for  the  presentation  of  our 
claims.  I  had  stood,  from  the  beginning,  for  a  lump-sum  settlement 
in  like  amount  for  every  ship  in  the  district  as  against  a  private  set- 
tlement where  each  yard  would  approach  in  a  private  way  the  secur- 
ing of  their  own  allowances ;  thinking  that  inasmuch  as  some  yards 
were  known  by  us  as  discriminated  against,  that  if  we  approached 
in  massed  formation  we  would  get  the  same  treatment.  That  is  y/hy 
I  went  to  Capt.  Blain,  and  I  acted  on  his  suggestion. 

The  Chairman.  Capt.  Blain? 

Mr.  Meacham  (contmuing).  Yes;  one  from  Capt.  Blain,  and  Capt 
Blain  suggested  that  inasmuch  as  Mr.  Hamilton  had  made  a  very 
successful  presentation  of  the  steel  ship  problems,  that  he  would  be  the 

E roper  man  to  represent  the  wood-ship  builders.  I  then  reported 
act  to  the  wood-ship  builders'  trustees,  and  we  had  a  special  meet- 
ing the  same — ^no — and  after  that  I  was  instructed  to  see  Mr.  Hamp- 
ton. No;  I  first  saw  Capt.  Blain,  and  then  I  reported  back  te  the 
trustees,  and  then  I  went  to  see  Mr.  Hamilton.  A  young  man  named 
Edward  Looker,  who  was  originally  assistant  to  John  Purse,  the 
first  auditor,  was  recognized  unanimously  by  the  wood-ship  builders 
as  a  very  bright  and  capable  young  fellow;  and  after  unanimous 
agreement,  we  had  made  Looker  manager  originally  of  our  little 
association.  When  I  came  back  and  reported  to  the  trustees  Capt 
Blain's  recommendation  regarding  Mr.  Hamilton,  Mr.  Ijooker  ac- 
companied me  back  to  Hamilton's  office  to  complete  the  arrangement 
as  suggested.  On  the  way  to  Hamilton's  office.  Looker  told  me  of  an 
arrangement  whereby  Looker — whereby  Hamilton  was  to  divide  with 
Looker,  in  order  that  Looker  would  assist  him  in  producing  the  neces- 
sary results.  Now,  let  me  explain :  Looker  had  been  taken  from  the 
Shipping  Board  employ  and  made  manager  for  us  at  a  guaranty  of 
$6,000  a  year ;  and  four  of  us  had  underwritten  the  Looker  contract. 
With  the  coming  in  of  Mr.  Hamilton,  Mr.  Looker  was  technically  to 
be  demoted  from  manager  to  assistant  to  Hamilton.  Mr.  Hamilton, 
as  I  thought  at  the  time,  very  fairly  recognized  Mr.  Looker's  em- 
barrassment in  the  matter,  and  recognized  also  that  in  the  person  of 
Mr.  Looker  he  had  the  one  man  available  and  most  efficient  for  this 
work  that  was  to  be  done.  And  so  he  arranged  with  Looker  that 
he  and  Looker  were  to  in  a  way  divide  this  new  ]ob  which  was  created. 
I  considered  it  then,  and  now,  as  a  perfectly  legitimate  proposition 
as  between  the  two.  When  I  was  taken  into  Hamilton's  office  by 
Looker,  he  accosted  Mr.  Hamilton  with  the  statement  that  "Mr. 
Meacham  undei-stands  that  the  arrangement  between  yourself  and 
me  is  nobody's  business";  and  that  is  exactly  what  Mr.  Meacham 
understood,  and  Mr.  Meacham  kept  quiet  in  every  language  that  he 
knew.  The  arrangement  made  with  Hamilton  was  in  this  wise: 
Hamilton  set  down  what  he  was  to  secure  for  each  one  of  us  who 
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preferred  to  send  one  man  i^ast  rather  tl/an  each  one  of  us  going  <^own 
there  individually,  and  putting  down  the  figures  he  arrived  at  a  total 
of  about  one  and  a  half  million,  and  he  pointed  off  that  total  at  what— 
well,  at  1  per  cent,  and  asked  me  if  $15,000  would  be  right?  I  re- 
ported that  back  to  the  trustees,  and  the  trustees  agreed  that  would 
be  it.  ,; 

The  Chairman.  That  would  be  right  as  what  ?  ' 

Mr.  Meacham.  As  an  association  payment  to  Mr.  Hamilton  to 
represent  all  of  us;  and  it  was,  I  might  say,  because  it  would  have 
cost  far  more  than  $15,000  for  each  one  of  us  to  send  a  man  down 
there  and  wait  for  months  in  finding  out  how  to  get  to  the  right  man 
to  present  our  case.  Up  to  that — ^that,  I  think,  covers  the  story  of 
the  employment  of  Mr.  Hamilton.  Then,  when — at  a  special  meeting 
of  the  trustees  of  the  Wood  Ship  Builders'  Association  called  at 
Tacoma  I  went  that  same  night  ana  met  them  there  and  explained  the 
situation  to  them  and  got  their  O.  K.  of  the  program  as  contemplated. 
Of  course,  we  saw  all  of  our  local  men,  and  m  a  day  or  so,  and  as  fast 
as  the  machinery  would  work,  the  organization  was  properly  incor- 
porated, and  the  capital  stock  was  subscribed  and  paid  in,  and  the 
new  arrangement  was  under  way,  with  Mr.  Looker  as  assistant  to 
Mr.  Hamilton. 

The  Chairman.  This  association  was  incorporated,  was  it  ? 

Mr.  Meacham.  At  that  time  it  was;  before  that  it  was  a  voluntary 
association. 

The  Chairman.  Well,  now,  Mr.  Hamilton  went  east,  did  he? 

Mr.  Meacham.  Yes. 

The  Chairman.  And  did  he  report  to  you  folks,  to  the  associa- 
tion? 

Mr.  Meacham.  Well,  from  time  to  time;  yes. 

The  Chairman.  What  was  he  supposed  to  do  in  the  East? 

Mr.  Meacham.  He  was  supposed  to  secure  for  us  a  lump-sum  set- 
tlement on  a  basis  unanimously  agreed  upon  as  a  fair  charge  due  to 
each  of  the  wood-ship  builders;  and  that  amount  then  estimated  by 
us  and  presented  to  Mr.  Hamilton  is  the  same  amount  that  is  now 
being  paid  to  us  by  a  different  process,  but  not  as  a  lump  sum ;  but  a& 
an  accumulation  of  individual  items  which  were  recognized  by  the 
Shipping  Board  to  be  practically  similar  in  each  yard. 

The  Chairman.  Extras? 

Mr.  Meacham.  That  is  what  they  call  extras.  But  the  total  that 
Mr.  Hamilton  started  to  get  for  us  was  the  same  tetal  we  are  getting 
from  the  auditing  Mfethod.  The  Hamilton  method  would  have  been 
an  infinitely  better  method,  because  it  costs  thousands  of  dollars  for 
auditing,  and  countless  conferences  and  annoyance  to  all  of  the  ship- 
yards to  get  the  same  result,  and  we  have  not  got  the  money  yet. 

The  Chairman.  Did  you  ever  see  a  telegram  from  Capt.  Blain, 
inquiring  the  cost  of  the  conversion  of  your  plant  into  a  steel  yard  ? 

Mr.  Meacham.  I  did  not ;  but  I  know  of  a  telegram  that  came,  not, 
Jiowever,  from  Capt.  Blain,  but  from  an  oflScial  in  Philadelphia. 

The  Chairman.  Do  you  remember  who  that  official  was? 

Mr.  Meacham.  At  the  moment  I  can  not  say,  but  the  circumstances 
were  these :  Every  friend  I  had  knew  I  was  working  my  head  off. 
Mr.  Milligan  had  oeen  in  our  employ,  but  had  left  us  and  had  entered 
into  the  employ  of  a  shipbuilding  company.    One  night  I  received  a 
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telephone  message  from  him  in  which  he  communicated  the  cheering 
news  that  a  conndential  message  received  by  him  indicated  that  the 
Government  was  going  to  change  our  yard  into  a  steel  plant.  I  said 
absolutely  nothing,  but  I  did,  I  confess — I  enjoyed  the  anticipation 
for  quite  a  while.  Nothing  was  ever  heard  of  it  again.  The  mes- 
sage, as  I  recall  it,  was  this :  "  Please  advise  confidentially  your  esti- 
mate for  converting  Meacham  &  Babcock  plant  into  a  i^teel  yard.*' 
I  think  that  was  approximately  the  wording  of  it. 

The  Chairman.  Now,  did  you  ever  have  any  talk  with  anybody 
in  the  district  office  about  converting  your  yard  into  a  steel  yard  i 

Mr.  Meacham.  Not  that  I  now  recall. 

The  Chairman.  Did  anyone  ever  come  to  see  you  about  the  mat- 
ter, and  to  get  your  estimate  of  the  cost,  from  the  district  office? 

Mr.  Meacham.  No.  May  I  say  this :  If  such  a  thing  had  happened 
they  probably  would  not  have  come  to  me.  I  was  in  charge  of  the 
finances  and  I  was  very  busy,  and  others  in  our  organization  would 
probably  have  been  seen  regarding  a  matter  of  that  kind. 

The  Chairman.  Were  you  ever  consulted  by  anybody  in  your 
office? 

Mr.  Meacham.  No  ;  I  never  was. 

The  Chairman.  You  have  not,  or  don't  happen  to  have,  a  copy  of 
the  certificate  of  stock  which  is  a  duplicate  of  that  which  was  re- 
purchased by  your  company,  do  you? 

Mr.  Meacham.  I  got  one  during  the  recess.  [Producing  and  hand- 
ing same  to  the  chairman.]  This  is  a  common  stock  certificate,  and 
identical  with  every  other  share  of  the  same  issue,  and  bearing  a 
printed  statement  which  appeared  on  every  share  of  both  commcm 
and  preferred  stock  in  the  following  language : 

The  total  capital  stock  of  this  company  is  three  hundred  thousand  doUars, 
consisting  of  three  thousand  shares  of  the  i>ar  value  of  one  hundred  doUars  per 
share,  one  thousand  of  said  shares  being  preferred  stock  and  two  thousand 
thereof  being  common  stock.  It  is  hereby  nnitually  agreed  between  Meacham 
&  Babcock  Shipbuilding  Company  and  its  stockholders,  Including  the  holder 
hereof,  as  follows:  That  the  paid-up  issue  of  preferred  stock  shall  be  entitled 
to  a  cumulative  dividend  at  the  rate  of  seven  per  cent  per  annum  on  the  par 
value  of  such  stock ;  and  the  common  stock  shall  not  be  entitled  to  any  dividends 
until  the  dividends  on  the  preferred  stock  are  flrst  paid  and  satisfied.  That 
after  said  seven  per  cent  dividends  shall  have  been  paid  to  the  owners  of  both 
said  preferred  and  common  stock,  at  least  seventy-five  per  cent  of  the  net 
profits,  or  so  much  of  the  said  seventy-five  per  cent  as  may  be  necessary  sliall 
be  held  as  a  trust  fund  to  retire  such  issue  of  preferred  stock,  which  must  be 
retired  within  three  years  from  the  date  of  the  incorporation  of  this  company 
by  the  payment  of  the  par  value  thereof,  together  with  seven  per  cent  interest 
from  the  date  of  the  last  dividend  to  the  date  on  whilih  the  same  is  retired. 
That  in  case  of  any  liquidation  or  dissolution  of  this  corporation  such  issue  of 
paid-up  preferred  shares  shall  be  preferre<l  over  all  other  shares  up  to  the 
par  value  thereof,  plus  accruetl  dividends.  Every  share  of  stock  otherwise  en- 
titled to  a  vote,  whether  preferred  or  common,  shall  have  equal  voting  power 
with  every  other. 

The  Chairman.  Is  that  a  preferred-stock  certificate? 
Mr.  Meacham.  They  are  identical,  with  the  exception  of  the  usual 
change  on  the  form  on  the  inside  of  the  stock  certificate.    My  pur- 

Eose  was  to  make  this  stock  in  a  manner  rather  original  equal  to  a 
ond,  so  that  those  who  helped  us  in  our  emergency  should  be 
assured  that  the  Meacham  &  Babcock  members  would  get  nothing  out 
of  the  business  until  those  who  had  acted  as  our  backers  by  pur- 
chasing preferred  stock  should  be  totally  in  the  clear.    It  was  only  by 
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yirtu^  of  that  unique  presentation  of  our  securities  on  this  market 
tjbat  we  were  able  to  get  any  money  for  this  purpose  because  of  thei 
sentiment  in  the- public  mind  running  against  wooden  ships,  because 
there  had  been  a  score  or  more  fly-by-night  formations  operating, 
all  the  way  from  ministers  to  lawyers,  to  start  wooden-ship  yarcfa, 
get  a  part  of  this  supposed  velvet.  - 

Mr.  KeuLet.  You  voted  this,  too,  by  authority  vested  uader  its 
by-laws? 

Mr.  Meacham.  Yes. 

Mr.  Foster.  You  don't  indicate  whether  it  went  up  or  down  ? 

Mr.  Meacham.  No;  I  did  not  indicate. 

Mr.  KnuuEY.  Voted  by  law,  I  shoidd  say. 

Mr.  Meacham.  Yes. 

(Share  of  stock  examined  by  committee  and  returned  to  witness.) 

The  Chahiman.  Well,  then,  in  a  way,  that  was — that  preferred 
stock  certificate  was  a  bond  in  its  effect? 

Mr.  Meacham.  It  was  so  intended  by  me. 

The  Chairman.  Under  your  articles  of  incorporation  and  under 
the  laws  of  this  State,  do  you  have  some  system  of  approval  of  the 
issuance  of  stock  such  as  that  by  a  commissioner  or  some  other 
officer  ? 

Mr.  Meacham.  This  is  written  in  our  articles  of  incorporation; 
but  in  this  State  there  is  no  word  in  the  statute  regarding  preferred  ' 
stock.     There  was  not  at  that  time. 

The  Chairman.  Was  this — so  this  is  provided  for  in  the  charter 
of  incorporation  ? 

Mr.  Meacham.  I  say  there  is  nothing  in  the  statute  in  regard  to 
preferred  stock.  The  last  legislature  enacted  a  law  very  similar  to 
what  was  done  here,  making  preferred  stock  retirable  in  three  years. 

The  Chairman.  Does  not  some  State  official  or  officer  of  the  State 
have  to  approve  the  articles  of  incorporation? 

Mr.  Meacham.  The  secretary  of  state  approves  them. 

The  Chairman.  Did  he  approve  of  the  articles-  of  incorporation 
of  your  company  containing  the  provision  for  the  issuance  of  this 
class  of  stock? 

Mr.  Meacham.  He  approved  them  in  regular  form. 

The  Chairman.  When  you  provided  for  the  retirement  of  that 
stock  did  jou  intend  to  carry  out  the  provisions  of  the  articles  that 
you  have  just  read  to  the  committee  on  the  back  of  that  certificate  of 
stock? 

Mr.  Meacham.  Exactly. 

The  Chairman.  And  it  was  for  that  purpose  that  the  payments 
were  made? 

Mr.  Meacham.  Yes;  it  was. 

The  Chairman.  It  was  for  that  purpose,  I  say,  that  the  payments 
were  made? 

Mr.  Meacham.  Yes. 

The  Chairman.  And  for  no  other  purpose  than  that? 

Mr.  Meacham.  No  other  purpose  could  have  been  accomplished. 

The  Chairman.  Then,  as  I  think  you  stated  before  the  recess,  that 
an  audit  of  your  books  would  have  shown,  at  the  time  this  stock  was 
retired,  that  the  sum  of  money  expended  tor  that  purpose  was  avail- 
able from  the  profits  of  your  corporation? 
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Mr.  Meacham.  Yes;  it  woidd;  and  that  it  in  no  manner  diverted 
our  assets  in  an  illegal  way. 

The  Chairman.  1  think  that  is  all  that  I  have  just  now ;  bUt  some 
of  the  other  members  have  some  questions. 

Mr.  KsLXtBT.  Yes.  Mr.  Meacham,  how  many  creditors  joined  in 
the  original  application  for  the  receiver? 

Mr.  Meacham.  One  creditor,  witK  a  claim  of  only  $1,700,  which  I 
had  already  settled  with  him,  and  it  had  agreed  to  accept  an  accept- 
ance, and  Mr.  Deane  had  agreed  that  I  should — that  1  might  issue 
the  acceptance. 

Mr.  Kellet.  My  mind  was  taken  off  the  matter  for  a  moment. 
Will  the  stenographer  read  the  answer  there  given? 

(The  above  answer  was  read  by  the  reporter.) 

Mr.  Meacham.  If  I  might  say,  for  se^'eral  months  previous  I  had 
been  in  a  way  agreeable  to  Mr.'  Deane,  issuing  acceptances  to  those 
hard-pressini  cr^tors  who  seemed  to  ^uire  l>me  iLnediate  settle- 
ment.  At  the  end  of  each  month  I  would  report  to  Mr.  Deane  those 
acceptances  that  would  come  due  during  the  next  month,  and  I  would 
schedule  them,  and  we  would  get  checks  at  those  due  dates,  and  take 
them  up,  the  point  being  this :  Everybody  connected  with  the  local 
offices  Imew  I  was  trying  to  arrange  a  basis  of  an  ultimate  lump-sum 
settlement  for  each  yard,  covering  the  contract,  plus  extras  and  addi- 
tional charges.  Until  we  got  that  every  wooden-ship  yard  was  in  a 
situation  very  similar  to  the  situation  m  which  we  foimd  ourselves, 
and  our  credit  had  been  ruined  by  Mr.  Jarvis  saying  that  we  were  in 
a  different  position  from  the  other  yards,  because  they  still  had  credit 
and  thev  still  had  a  banking  situation. 

Mr.  iRjcLLET.  Was  that  an  old  account? 

Mr.  Meacham.  Oh,  it  had  run  for  three  or  four  months;  it  was 
due,  there  is  no  question  about  it.  Mr.  Terhune  came  to  my  office 
with  Mr.  Burnett,  of  Portland,  and  we  talked  the  situation  over,  and 
I  told  him  my  arrangements  with  Mr.  Deane,  that  that  seemed  to  be 
the  only  way  I  could  get  money,  I  was  really  getting  money  30  davs 
in  arrears  instead  of  paying  cash;  that  is  what  it  amounted  to;  Mr. 
Deane  hoping  all  of  the  time,  as  I  did,  that  before  each  one  of  these 
successive  groups  of  acceptances  would  come  due  that  Mr.  Hamilton 
would  have  arranged  for  the  release  of  funds. 

Mr.  Kellet.  IVfr.  Deane  never  was  in  favor  of  the  appointment  of 
a  receiver,  he  testified  to-day. 

Mr.  Meacham.  I  never  talked  that  with  him ;  there  was  no  talk  of 
a  receiver  until  after  I  went  to  the  hospital. 

Mr.  Kellet.  He  testified  to-day  that  he  was  not  in  favor  of  it. 
Where  is  this  Njorthwest  Steel  Co.  located  ? 

Mr.  Meacham.  Exactly  below  this  room  two  floors. 

Mr.  Burnett.  Aren't  you  wrong  about  thatj  Mr.  Meacham^ 

Mr.  Meacham.  Pardon  me,  that  is  right ;  it  is  at  Portland,  Oreg. 

Mr.  Kellet.  Have  you  any  notion,  or  information,  why  the  North- 
west Steel  Co.  changed  its  mind  about  accepting  your  acceptance?  I 
suppose  that  is  a  sort  of  a  check  dated  ahead;  is  it? 

Mr.  Meacham.  That  is  what  it  is ;  that  is  all  an  acceptance  is ;  it  is 
paid  by  a  bank  without  the  necessity  of  writing  a  new  check,  as  it 
would  be  in  the  case  of  a  note ;  it  is  a  very  convenient  method  of 
financing. 
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Mr.  Eellet.  Now,  after  having  settled  that  with  them  in  that  way, 
have  you  any  notion  why  they  changed  their  mind  e\)o\it  the  account. 

Mr.  Meagham.  All  I  know  is,  that  Mr.  Deane's  representative  in 
our  yard  told  me  that  acceptances  would  not  be  given.  I  do  know, 
however,  that  Capt.  Blain  was  in  Portland  on  Saturday,  and  that  the 
receivership  was  pulled  off  on  Tuesday,  but  that  involves  a  confidence 
that — ^with'Mr.  Dowsey  that  possibly  you  can  'get  through'  other 
channels. 

Mr.  KxLusT.  Do  you  know  whether  Capt.  Blain  saw  the  North- 
west Steel  Co.  representatives  while  he  was  in  Portland? 

Mr.  Meagham.  I  wai  told  by  Mr.  Dowsey  that  he  did  see  him. 

Mr.  KELiiET.  So  that  is  your  understanding,  that  the  receivership 
was,  after  all,  launched  at  the  instance  of  the  Government  through 
Capt.  Blain? 

Mr.  Meagham.  No  ;  not  the  Government,  but  through  Capt.  Blain 
individually.  I  have  never  thought  that  the  Government  had  any- 
thing to  do  with  the  receivership. 

Mr.  Kelley.  Of  course,  we  all  know  that  the  only  way  the  Gov- 
ernment can  act  is  through  some  one,  and  he  happened,  for  the  time 
being,  to  be  the  man  in  charge  here. 

Mr.  Meagham.  It  was  launched  by  Capt.  Blain  while  he  was. a 
Government  official. 

Mr.  KeUjET.  Now,  the  other  creditors,  of  course,  had  not  very 
much  option  in  falling  in  l^ne,  did  they,  after  the  thing  was  started; 
or  did  they  seem  to  be  eager  to  join  the  petitioner? 

Mr.  Meagham.  They  acted  like  every  other  group  of  men  where 
you  get  all  kinds  of  temperament;  some  got  scared  while  others  re- 
membered the  12  years  of  our  business  integrity,  and  came  to  us  to  ask 
what  we  would  like  to  have  them  do. 

Mr.  Keixby.  Now,  I  think  you  said  at  the  beginning  of  your  testi- 
mony that  every  cent  you  had  received  from  the  Government  was  in 
the  nature  of  payments  under  the  contract? 

Mr.  Meagham.  That  is  what  I  said. 

Mr.  Kelley.  Did  you  mean  by  that  to  include  such  extras  as  you 
had  received? 

Mr.  Meagham.  Eveiy  extra  is  a  contract  provision.    It  might 

Mr.  Kelley.  I  think  I  remember  that  now,  but  I  wanted  to  be  sure. 

Mr.  Meagham.  That  is  it. 

Mr.  Kelley.  These  payments  that  you  receive  upon  the  work,  the 
regular  work,  as  you  went  along,  that  is  one  thing,  isn't  that  ? 

Mr.  Meagham.  Yes. 

Mr.  Kelley.  And  then  the  payments  for  extras  is  arrived  at  in  a 
different  way  and  is  another  thing,  and  you  received  some  $143,000  ? 

Mr.  Meagham.  One  hundred  and  forty-six  thousand  dollars. 

Mr.  Kelley.  One  hundred  and  forty-six  thousand  dollars  under 
the  head  of  extras.  Now,  have  you  received  anything  in  the  nature 
of  a  wage  adjustment? 

Mr.  Meagham.  Ninety-five  thousand  dollars  of  that  $146,000  was 
on  account  of  the  Macy  wage  adjustment  and  $51,000  was  on  ac- 
count of  lumber  production ;  leaving,  after  both  of  them  were  paid, 
about  $23,000  in  those  two  items  alone,  which  was  not  then  and  has 
not  now  been  paid. 

Mr.  Kelley.  And  how  much  do  you  claim  is  still  due  under  the 
head  of  extras  and  Macy  wage  adjustment? 
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Mr.  Meacham.  That  is  imppssible  for  me  to  say.  You  see,  I  have 
not  seen  a  figure  from  that  yard  since  the  first  week  in  Mardi.  But 
the  agreed  basis  will  average  $37,000  per  ship  for  seven  of  our  ships, 
and  file  four  ships  that  were  completed  contracts,  you  understand, 
machinery  and  all,  will  run,  well,  roughly,  $60,000  extra  per  ship. 
For  construction  extras  alone,  with  our  Macy  adjustment  now  being 
audited,  and  a  number  of  those  items  that  we  carried  at  tiiat  time  as 
potential  assets  still  unaudited  and  unpaid. 

Mr.  KJBLLET.  That  amounts  to  approximately  how  much  accord- 
inff  to  your  contention  in  the  matters 

Mr.  Meacham.  I  did  not  try  to  figure  it,  and  it  would  be  better  I 
should  not  try,  because  I  am  not  anxious«to  get  atiy  figures  in  your 
mind.  It  is  the  principle  only,  the  principle  of  the  settlement  which 
is  common  with  every  plant. 

Mr.  Kelley.  Then  you  did  receive  from  the  Government  or  from 
the  company  money  under  these  three  heads,  and  no  other  way  ? 

Mr.  Meacham.  What  is  that? 

Mr.  Kelley.  That  is  to  say,  under  your  contract,  as  the  work 
went  along,  for  certain  extras  amounting  to  $146,000,  which  is  in- 
cluding the  Macy  wage  adjustment;  but  the  Government  advanced 
you  no  money  except  for  the  installation  of  the  plant? 

Mr.  Meacham.  They  called  it  advances. 

Mr.  Kelley.  Yes;  1  know,  but 

Mr.  Meacham.  But  if  it  were  not  we  were  waiting  for  mass  action 
through  Mr.  Hamilton  those  items  would  have  been  forced  by  the 
naval  contractors  and  we  would  have  had  a  decision. 

Mr.  Kelley.  Yes ;  but  Mr.  Deane  called  them — he  did  not  call  that 
an  advance.  He  testified  at  the  hearing  to-day  that  the  advance  was 
a  sum  of  money  paid  outside  of  the  contract,  in  the  way  of  a  loan,  or 
something  of  that  kind  ? 

Mr.  M£lcham.  Yes. 

Mr.  Kjxley.  And  you  never  had  that? 

Mr.  Meacham.  We  never  had  one  nickel  advance  of  any  kind,  ex- 
cept imder  our  installation  contract,  where  nearly  every  other  yard 
got  $20,000  per  ship  advance  against  overhead. 

We  only  got  $16,000  per  ship  advance  against  overhead ;  and  the 
understanding  was  that  advance  overhead  payment  was  paid  to  per- 
mit the  various  yards  without  hardships  to  finance  the  building  of 
their  installation  jplants. 

Mr.  Kelley.  Well,  is  it  possible  they  scaled  you  down  on  that  be- 
cause you  had  a  double  contract? 

Mr.  Meacham.  We  believed  that  was  the  reason  for  it. 

Mr,  Kelley.  That  would  be  equitable  if  it  were  uniform  with  the 
other  yeards? 

Mr.  Meacham.  There  were  other  yards  that  had  the  same  condi- 
tions that  did  not  get  scaled  down ;  out  we  never  complained  about 
that,  exactly.  We  recognized  that  the  officials  in  Philadelphia  were 
a  busy  bimch,  and  they  were  doing  their  best,  and  we  did  not  object 
to  that.     [Laughter.] 

Mr.  Kjelley.  Are  you  sure  some  other  yeards  got  $20,000  per  ship 
overhead,  or  is  that  hearsay  ? 

Mr.  Meacham.  Hearsay,  purely ;  I  would  be  glad  ta  have  you  find 
out  the  correct  amount. 
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Mr.  KsLLEY.  We  can  find  out  about  that  from  the  auditor? 

Mr.  Meacham.  Yes. 

Mr.  Kellsy.  Now,  I  am  not  quite,  clear  in  my  mind  about  the 
method  of  vouchering  changes  in  the  ship.  My  understanding  of  it 
from  Mr.  Deane  was  that  an  estimate  of  me  cost  of  changes  was  pre- 
pared in  advance? 

Mr.  Meacham.  Sometimes  in  advance. 

Mr.  Keixet.  And  O.  K'd  by  the  inspector  and  the  district  manager ; 
and  when  presented  to  him  in  that  form  properly  O.  K'd,  he  paid 
those  without  question;  but  what  has  been  bothering  me  is,  why  didn't 
you  put  yours  m  that  form? 

Mr.  IVuiACHAM.  Because  the  standard  of  procedure  in  this  building 
was, "  There  ain't  no  extras." 

Mr.  Kelley.  In  other  words,  they  would  not  O.  K.  anything? 

Mr.  Meacham.  Couldn't  ever  get  them  to  O.  K.  It  was  impossible 
at  that  time,  and  everybody  understood  it. 

Mr.  Ejexi^ey.  Did  anybody  get  them  ? 

Mr.  Meacham.  We  have  heard  so,  but  I  don't  know  it;  I  don't 
know  it? 

Mr.  E[elley.  Do  you  know  whether  the  same  procedure  was  fol- 
lowed in  steel  ships? 

Mr.  Meacham.  No  ;  I  don't  know  a  thing  about  the  steel  shipyards. 

Mr.  Kelley.  Don't  you  know  how  their  extras  were  taken  care  of? 

Mr.  Meacham.  No  ;  I  do  not. 

Mr.  Kelley.  Who  would  approve  an  estimate  of  this  kind  ? 

Mr.  Meacham.  There  are  now  estimates  bein^  approved  every  day 
that  involve  work  done  two  years  ago;  it  is  simply  a  form  that  is 
gone  through. 

Mr.  Kelley.  In  other  words,  they  just  fill  out  a  blank  showing 
about  what  the  extras  that  had  been  ordered  would  cost? 

Mr.  MEACHAMf  Yes. 

Mr.  Kelley.  And  are  allowing  those  back  to  you?  That  is  what 
is  bein^  done  right  now  ? 

Mr.  Meacham.  That  is  what  is  being  done  right  now ;  the  point 
being  that  each  yard  is  .receiving  approximately  the  same  allowance 
per  ship  for  extras,  and  it  is  going  through. 

Mr.  Kelley.  Now,  has  that  been  done  since  Mr.  Frick  has  been 
there  ? 

Mr.  Meacham.  No;  when  Hamilton  came  back  from  Philadelphia 
he  stated  in  a  meeting  of  the  wood  ship  association  that  the  plan 
of  settlement  would  be  across  the  table  with  Capt.  Magee,  and  that 
has  been  the  plan  of  settlement  ever  since. 

Mr.  Kelley.  Then  Capt.  Magee  abandoned  the  doctrine,  "There 
ain't  no  extras  "  after  Mr.  Hamilton  came  back,  did  he? 

Mr.  Meacham.  He  did. 

Mr.  Kelley.  Who  sent  you  to  Mr.  Hamilton? 

Mr.  Meacham.  Capt.  Biain — in  this  way,  he  recommended  Hamil- 
ton as  the  man  who  could  do  the  job. 

Mr.  Kelley.  He  could  "  deliver  the  goods,"  could  he? 

Mr.  Meacham.  Well,  you  can  call  it  that;  I — ^those  are  not  my 
words.  We  were  all — every  action  ever  taken  by  the  wood  ship 
association  was  unanimous  when  I  figured  when  we  got  a  man  that 
could 
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Mr.  Kellet  ( interrupting)  ."^  Well,  you  cohsidered  that  a  whole  lot, 
didn't  you  ?  .  . 

Mr.  Meacham.  No  ;  I  considered  there  w6uld  be  no  other  channel. 

Mr.  Kbllbt.  Didn't  you  have  a  kind  x>f  an  idea  that  your  extras, 
your  vouchers  for  extras,  were  being  held  back  and  thai;  Hamilton 
could  go  down  there  and  straighten  it  out? 

Mr.  MkiACHAM.  Well,  now,  I  was  not — really  I  was  not  thinking  in 
terms  that  we  were  being  intentionally  held  up :  the  purpose  that  all 
of  us  had  was  to  open  up  a  blockade  m  the  settlement  machinery  by 
having  one  man  represent  us. 

Mr.  KeejjEy.  As  a  matter  of  fact,  you  don't  know  whether  the 
home  office  ever  did  rule  against  extras  the  way  Magee  was  enforc- 
ing the  regulation  or  not? 

Mr.  Meacham.  We  know  they^did  not,  because  other  districts  were 
paying  them. 

Mr.  Keuley.  Yes;  the  blockade  was  set  up  here  for  the  purpose 
of  bein^  removed  later  on ;  is  that  the  idea? 

Mr.  Meacham.  Well,  I  [laughing] — ^I  don't  think  of  it  in  that 
way. 

Mr.  KEMiEY.  You  seem  to  me  like  a  very  competent  business  man, 
and  I  am  surprised  you  did  not  think  of  it  in  that  way. 

Mr,  Meacham.  Well,  I 

Mr.  Foster.  The  record  don't  get  your  smile. 

Mr.  Kblley.  How  long  was  Mr.  Hamilton  down  there? 

Mr.  Meacham.  From  late  in  November,  I  think,  until  past  the 
middle  of  February. 

Mr.  Kelmjy.  a  couple  of  months  or  three  mpnths? 

Mr.  Meacham.  Slightly  short  of  that;  it  would  be  in  around  per- 
haps 10  weeks. 

Mr.  Kelley.  And  you  paid  him,  or  your  association  paid  him, 
$15,000  and  his  expenses? 

Mr.  Meacham.  No  ;  we  paid  him — ^we  put  the  $15,000  in  the  bank; 
he  was  to  be  paid  in  three  installments,  four  months  each,  in  advance; 
and  his  first  payment  was  $5,000. 

Mr.  Keluey.  Yes. 

Mr.  Meacham.  And  he  was  to  serve  us  for  one  year  for  it. 

Mr.  Keuley.  Well,  did  he? 

Mr.  Meacham.  The  net  result  was  the  brokerage,  or  whatever  the 
settlement  basis  or  the  assessment  basis,  as  it  might  be  called,  was 
distributed  over  three  payments,  as  I  say. 

Mr.  Kblley.  Well,  he  was  to  have  altogether  $15,000? 

Mr.  Meacham.  Yes;  he  was. 

Mr.  Kelley.  And  his  expenses. 

Mr.  Meacham.  Yes. 

Mr.  Kelley.  How  much  did  you  pay  him  for  his  expenses? 
.  Mr.  Meacham.  I  don't  know ;  it  was  assessed,  and  the  assessment 
record  is  available ;  but  I  haven't  it. 

Mr.  Kelley.  Hayen't  you  any  remembrance  of  what  his  expenses 
were  when  he  got  back? 

Mr.  Meacham.  No;  I  tell  you.  I  don't  know  the  final  of  it,  but 
there  was  $1,000  every  month 

Mr.  Kelley.  For  expenses? 

Mr.  Meacham.  Advanced  to  him,  I  would  say,  against,  the  final 
settlement. 
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Mr.  E^ELLBT.  Well,  did  the  expenses  come  out  of  the  $15,000,  or 
was  the  expenses  additional  to  the  $15,000? 

Mr.  Meacham.  No ;  they  were  in  addition. 

Mr.  Ejblley.  How  much  did  you  advance  him  when  he  went  down 
there?    How  much  money  did  you  give  him  when  he  left  here? 

Mr.  Meacham.  I  would  assume  the  first  thousand  dollars;  the 
point  was,  I  did  not  sign  the  checks,  you  understand,  so  I^  do  not 
know. 

Mr.  Keluey.  That  was  for  liis  expenses  in  Washington? 

Mr.  Meacham.  Yes;  traveling  and  otherwise. 

Mr.  Kelley.  Was  he  to  devote  his  time  exclusively  to  the  serv- 
ices of  your  association;  or  could  he  take  on  other  victims? 

Mr.  Meacham.  Well,  he  was  to — ^well 

Mr.  Kelij&y.  Well,  I  won't  draw  any  conclusions. 

Mr.  Meacham.  I  don't  like  that 

Mr.  Kelley.  Could  he  take  on  other  customers  or  clients? 

Mr.  Meacham.  He  had  on  the  Northwest  Steel. 

Mr.  Kelley.  Hamilton  is  not  a  lawyer,  or  was  he? 

Mr.  Meacham.  No. 

Mr.  Ejelley.  What  was  his  business? 

Mr.  Meacham.  First  I  knew  of  him  he  was  a  ticket  broker  in 
Seattle  a  number  of  years  ago. 

Mr.  Foster.  What  kind  of  tickets? 

Mr.  Meacham.  Shubach  &  Hamilton  was  the  style  of  the  part- 
nership. 

Mr.  Kelley.  Oh,  Hamilton  was  a  partner  of  Shubach's,  was  he? 

Mr.  Meacham.  Yes. 

Mr.  Kelley.  Ticket  brokers? 

Mr.  Meacham.  Yes;  that  is  right.  ^ 

Mr.  Kelley.  Railroad  tickets? 

Mr.  Meacham.  I  don't  know. 

Mr.  Kelley.  What  we  call  scalpers,  in  our  country  ? 

Mr.  Meacham.  I  don't  know  tnat;  but  Mr.  Hamilton  first  came 
into  my  knowledge  in'  this  matter  as  one  of  Mr.  Blain's  clerical  force 
in  the  early  days  of  the  Seattle  office. 

Mr.  Kelley,  What  was  your  salary  as  the  manager  of  a  great 
corporation  like  this? 

Mr.  Meacham.  $9,000  a  year. 

Mr.  Kelley.  And  Mr.  Hamilton's  salary  was  $15,000;  his  was 
$10,000  from  the  steel-ship  builders,  in  addition  to  what  you  paid? 

Mr.  Meacham.  Yes. 

Mr.  Kelley.  He  got  more  than  $20,000  a  year. 

Mr.  Meacham.  He  got  $25,000,  and  divided  $5,000  with  Mr. 
Looker.  ' 

Mr.  Kelley.  Who  was  Mr.  Looker? 

Mr.  Meacham.  He  was  the  first  manager  of  the  Wood  Ship  Asso- 
ciation. 

Mr.  Kelley.  But  where  was  he  back  of  that ;  where  does  he  hitch 
on  with  Mr.  Blain? 

Mr.  Meacham.  He  never  hitched  on  with  Mr.  Blain;  he  was  Mr. 
Purse's  assistant  in  the  auditing  departmeat. 

Mr.  Kelijey  He  was  your  first  representative? 

Mr.  Meacham.  He  assisted  in  the  preparation  of  our  claims.  You 
undei*stand  that  in  an  industrial  institution  like  this  some  one  must 
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give  the  necessary  time  to  the  necessary  adjustments  with  labor  iiriions* 
and  that  kind  oi  thing. 

Mr.  Kelley.  He  did  his  work  here  at  this  end  of  the  line  ? 

Mr.  Meacham.  Yes ;  that  was  the  idea. 

Mr.  Keli^ey;  And  Mr.  Hamilton  was  at  Washington  and  Phila- 
delphia. 

Mr.  Meacham.  Tjet  me  say  that  Mr.  Looker  was  a  very  efficient 
man,  and  every  member  of  the  association  was  eminently  satisfied 
with  him,  so  there  was  no  criticism  of  Mr.  Looker. 

Mr.  Keli^ey.  Now,  the  impression  you  have  left  with  me  is — ^I 
don't  know  whether  you  have  left  it  with  my  associates  or  not — ^is 
this :  That  these  extras  were  held  up  in  this  oflRce,  extras  which  had 
been  paid  in  other  jurisdictions,  as  you  contend  should  be  paid  here, 
and  were  held  up  here  as  a  sort  of  a  blockade,  as  it  were,  as  to  the 
extras  in  this  district;  and  that  at  the  suggestion  of  Mr.  Blain  you 
employed  Mr.  Hamilton  to  go  to  Washington  and  to  Philadelphia, 
and  that  he  remained  there  for  a  certain  length  of  time — just  what 
work  he  did  you  don't  know — but  when  he  got  back  the  blockade  was 
removed,  and  these  vouchers  began  to  go  through  all*right  for 
extras,  and  that  for  that  service  Mr.  Hamilton  received  $15,000 
from  your  association  and  $10,000  from  the  steel  ship  association. 
Now,  the  impression,  I  say,  that  is  created  in  my  mind  is  this:  That 
the  home  office  never  did  make  any  such  rule  as  Mr.  Magee  con- 
tended for  here,  and  that  that  blockade  was  instituted  merely  for 
the  purpose  of  paying  $25,000  to  some  one  at  this  end  of  the  line. 
Am  I  doing  anyoody  an  injustice? 

Mr.  Meacham.  Yes ;  I  believe  you  are. 

Mr.  Kelley.  Now,  who  ? 

Mr.  Meacham.  I  don't  wish  to  be  unkind  to  Capt.  Magee,  but  it  is 
the  belief  of  numerous  wooden-ship  builders  that  it  Was  a  matter  of 
the  lack  of  sufficient  intelligence  to  understand  the  terms  of  the  con- 
tracts and  an  assumption  on  his  part  based  on  ignorance. 

Mr.  Kelley.  What  was  the  thing  that  opened  Mr.  Magee's  under- 
standing so  that  later  on  he  seemed  to  comprehend  it  and  let  it  go 
through? 

Mr.  Meacham.  I  believe  it  was  the  atmosphere  of  understanding 
of  the  situation  that  got  to  him  through  sources  friendly  to  him. 

Mr.  Kelley.  From  Mr.  Hamilton  ? 

Mr.  MEACHA3f.  Yes.  And  Capt.  Blain.  [Laughing.]  The  only 
point  I  want  to  make,  gentlemen,  is  this  [laughmg]  :  That  was  a 
long  question  of  yours,  but  I  don't  hold  a  brief  for  them,  and  I  want 
to  be  very  careful  because  of  the  antagonism  that  exists  that  T  shall 
not  be  unduly  unkind.     You  must  appreciate  my  position. 

Mr.  Kelley.  Well,  of  course,  you  do  not  have  to  settle  any  more 
with  Mr.  Magee,  so  you  don't  have  any  fear  of  that,  do  you  ? 

Mr.  Meacham.  It  is  not  fear. 

Mr.  Kelley.  You  are  now  settling  with  Mr.  Frick. 

Mr.  Meacham.  Yes. 

Mr.  Kelley.  And  about  him  you  have  no  complaint  to  make? 

Mr.  Meacham.  Absoluteljr  not. 

Mr.  Kelley.  And  everything  is  moving  along  in  a  perfectly  honest 
and  straightforward  manner. 

Mr.  Meacham.  That  is  right. 
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Mr.  Kelley.  Well,  your  testimony  is  very  illuminative  and  inter- 
esting. 

Mr.  Meacham.  I  would 

Mr.  Kelley.  Oh,  just  one  other  word :  I  want  to  be  sure  that  Mr. 
Blain  was  the  district  manager  here  at  the  time  he  suggested  that 
Mr.  Hamilton  would  be  a  good  man  to  send  to  Washington  as  he  had 
done  so  well  for  the  steel  builders  ?  i  ' 

Mr.  Meacham.  He  was ;  and  I  may  add,  if  not  out  of  order,  that 
the  facts  in  the  case  are  sustained  in  a  report  by  myself  to  the  trustees 
of  our  association. 

Mr.  Kelley.  Now,  you  said  that  an  auditor  w^ent  down  there  and 
made  an  examination  of  your  books  and  that  audit  was  the  basis  o^ 
this  receivership ;  what  was  the  name  of  that  auditor  ? 

Mr.  Meacham.  Mr.  Jarvis. 

Mr.  Kelley.  Was  that  his  name  ? 

Mr.  Meacham.  There  is  a  connecting  circumstance 

Mr.  Kelley  (interrupting  and  consulting  with  some  one).  Just 
wait  a  minute.  Yes;  now  what  Tvere  you  about  to  sav  about  Mr. 
Jarvis? 

Mr.  Meacham.  There  is  a  connecting  circumstance  that  your  ques- 
tion has  not  brought  out.  Mr.  Jarvis's  audit,  which  was  the  basis  of 
every  misunderstanding  of  our  financial  condition  on  the  part  of  the 
officials  here  and  in  the  East,  was  made  in  October.  At  about  that 
same  time — to  be  specific,  on  the  24th  day  of  October — arrangements 
with  Mr.  Hamilton  to  represent  the  association  were  concluded  in  a 
meeting  in  which  I  was  busy  all  day,  and  on  account  of  my  absence 
from  my  own  affairs  a  voucher  which  was  needed  that  day  to  take 
care  of  our  financial  requirements  did  not  get  signed  because  there 
was  no  one  to  argue  it  through  with  Capt.  Magee,  and  in  my  absence 
he  refused  his  signature.  'VNTien  we  did  not  make  that  deposit  in  the 
afternoon,  our  bank  having  become  suspicious  because  of  the  Jarvis 
audit  and  whisperings  about  by  himself^ — and  let  me  interpolate  that 
Jarvis  was'the  type  of  young  man  that  not  one  of  you  would  permit 
to  be  the  financial  arbiter  of  your  affairs — our  banker,  because  of 
that  suspicion,  called  up  Mr.  Deane's  office  on  the  afternoon  of  Octo- 
ber 24,  and  Mr.  Deane  was  out  of  town.  The  assistant  to  Mr.  Deane, 
answering  the  bank's  inquiry,  said  that  the  voucher  which  was  to 

me  that  day  was  held  up  because  there  was  something  wrong.    In 

e  fevered  mind  of  the  bank  man  that  meant  all  of  Jarvis's  suspi- 
cions were  confirmed,  and  he  threw  out  on  us,  one  of  the  best  cus- 
tomers the  bank  had,  six  checks  that  went  back  to  six  different  banks 
in  Seattle,  and  from  that  hour  our  financial  crisis  began.  It  was 
because  of  an  unfavorable  accident.  And  let  me  say  further:  Next 
morning,  before  banking  hours,  that  identical  voucher  was  signed 
when  Igot  into  action. 

Mr.  KSilley.  But  in  the  meantime  your  checks  had  gone  to  protest? 

Mr.  Meacham.  Our  checks  were  protested  and  our  credit  ruined 
by  a  young  man  who  should  never  have  been  put  in  a  position  to  do 
such  an  imprudent  service  for  the  Treasurer  of  the  United  States. 

Mr.  Kelley.  Do  you  remember  why  Mr.  Magee  refused  to  certify 
that  voucher? 

Mr.  Meacham.  He  took  the  position  that  that  particular  voucher 
would  not  go  through  until  we  agreed  that  a  possible  penalty  should 
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be  applied  for  delayed  delivery.  That  could  have  been  written  in 
five  minutes'  time  and  signed  up  in  the  regular  form  the  day  it 
was  needed. 

Mr.  Kelley.  And  that  was  done  the  next  morning  ? 

Mr.  Meagham.  Yes;  that  was  done  the  next  morning,  and  thb 
thin^  was  released.  As  a  matter  of  fact,  there  was  no  penalty,  no 
possible  penalty,  because  all  delays  were  caused  by  the  stoppage  of 
supplks  owing  to  war  conditions. 

Mr.  Kelley.  Now,  is  the  auditor  in  charge  of  your  business  agree- 
able to  you? 

Mr.  Meacham.  I  have  never  felt  that  way. 

Mr.  Keujsy.  What  is  his  name? 
'    Mr.  Meacham.  Mr.  Heifner  has  a  firm  auditing  our  books;  the 
Fleet  Corporation  has  a  young  man  out  there. 

Mr.  Kelley.  What  is  his  name  ?  ^ 

Mr.  Meacham.  His  name  is  Strait. 

Mr.  Kelley.  And  who  was  his  predecessor? 

Mr.  Meacham.  May  I  correct  that  statement?  Burton  is  now 
there,  and  Strait  was  liis  predecessor. 

Mr.  Kelley.  Who  was  otrait's  predecessor? 

Mr.  Meacham.  Mr.  Strait  was  the  first  man  put  in  there  as  an 
auditor ;  in  our  hull  yard ;  he  was  put  in  there  after  this  bank  diffi- 
culty; and  at  the  same  time  a  personal  quarrel  started  between  our 
Mr.  Price,  my  assistant  and  auditor  at  our  plant,  a  personal  auarrel 
started  between  Price  and  Mr.-  Deane's  young  man  J  arvis  ana  other 
young  men  of  the  Fleet  Corporation  became  involved,  and  the 
result  was  that  Mr.  Deane  demanded  of  me  that  I  should  dismiss 
Mr.  Price,  which  I  protested  against.  Finally,  after  a  month,  I 
told  Mr.  Deane,  when  he  insisted  that  it  must  be  done,  that  I  would 
give  Mr.  Price  a  needed  vacation,  because  I  was  hoping  every  week 
that  things  would  straighten  out,  and  I  could  get  back  my  man,  who 
was  the  only  real  help  1  ever  got  in  the  office ;  and  when  Price  was 
dismissed  Mr*.  Deane  put  one  of  his  own  auditors  into  my  employ 
as  my  sole  accountant,  with  me  paying  him  half  of  his  salary  and 
the  Fleet  Corporation  paying  him  the  other  half;  and  he  did  ab- 
solutely nothing  for  me  and  busied  himself  all  of  the  time 
against  me. 

Mr.  Kelley.  Was  that  Mr.  Gryder? 

Mr.  Meacham.  No  ;  that  was  Mr.  Strait.  * 

Mr.  Kelley.  Who  is  Mr.  Gryder? 

Mr.  Meacham.  Mr.  Gryder  was  an  auditor  there  in  our  installa- 
tion  department. 

Mr.  Kelley.  That  was  under  Mr.  Magee's  regime,  was  it  as 
suDervisor  of  wood  ships? 

Mr.  Meacham.  Yes;  but  I* would  not  say  Gryder  was  appointed 
by  Mr.  Magee.    He  was  a 

Mr.  Kelley.  Where  was  he  formerly  employed? 

Mr.  Meacham.  I  don't  know  where  Gryder  was  formerly  em- 
ployed. 

Mr.  Kelley.  You  did  not  know  that  Gryder  was  formerly  an 
employee  of  the  Hartzell  Co.,  and  now  the  Winslow  Co.,  of  which 
Magee  is  now  the  manager? 

Mr.  Meacham.  I  never  heard  of  it ;  I  had  no  reason  to  know  it. 
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Mr.  Fosisau  You  mean  no  reason,  or  no  occasion} 

Mr.  Meacham  [laughing].  No  occasion,  I  mean.    [Laughter.] 

Mr.  Ejbllbt.  Did  Mr.  uryder  live  in  your  town  whife  he  was 
auditor? 

Mr.  Meacham.  My  town?    My  town  is  Seattle. 

Mr.  Kelley.  01^  you  live  here? 

Mr.  Meacham.  Yes;  our  yard  is  here. 

Mr.  Kellet.  Are  you  acquainted  with  Mrs.  Gryder? 

Mr.  Meacham.  I  am.  ^ 

Mr.  Kellet.  Who  was  Mrs.  Gryder? 

Mr.  IMJBACHAM.  Formerly  Miss  Kochford,  who  was  stenographer 
in  the  Fleet  Corporation  office. 

Mr.  Kelley.  For  which  one  of  the  men?  Mr.  Blain  or  Mr. 
Magee? 

Mr.  Meacham.  I  don't  know  that;  in  the  early  days,  when  the 
office  was  not  as  big  as  it  is  now. 

Mr.  Kelley.  She  was  stenographer  in  the  head  office  here? 

Mr.  'Meacham.  As  Miss  Rochford. 

Mr.  Kelley.  As  Miss  what? 

Mr.  Meacham.  Rochford,  I  believe;  [spelling]  R-o-c-h-f-o-r-d. 

Mr.  Kelley.  Was  there  an  inspector  at  your  plant  by  the  name 
of  Rochford. 

Mr.  Meacham.  Yes;  I  know  him;  he  was  an  inspector  at  the 
Sloan  yard. 

Mr.  EIelley.  What  relation  was  he  to  Miss  Rochford? 

Mr.  Meacham.  Father.  Miss  Rochford  became  Mrs.  Gryder  and 
left  the  Fleet  Corporation  and  became  stenographer  for  Mr.  Shu- 
bach. 

Mr.  Kelley.  Mrs.  Gryder  is  Mr.  Shubach's  stenographer  now  ? 

Mr.  Meacham.  She  is  not  now.    Mr.  Shubach's  stenographer  now  * 
was  formerly  Mr.  Magee's  stenographer  in  the  Shipping  Board. 

Mr.  Foster.  Make  a  diagram  of  this  for  the  Government. 

Mr.  Kelley.  Well,  I  think  I  have  heard  enough. 

Mr.  Meacham.  You  are  embarrassing  me  by  asking  me  so  many 
of  those  questions.     [Laughter.] 

Mr.  KMJiEY.  I  think  I  have  heard  enough,  Mr.  Chairman. 

Mr.  Chairman.  Is  there  anything  further? 

Mr.  Meacham.  I  am  rather  anxious  to  present  to  the  commission 
these  sheets  here  giving  the  figures  elaborateljr  worked  out  by  one 
of  Mr.  Deane's  young  men  and  marked  ^^  Exhibit  £,"  sheets  1  and  2, 
in  which  figures  are  set  forth  purporting  to  be  the  basis  prices  statea 
in  our  contracts,  and  the  column  is  headed  "  Total  cost "  and  "  Loss,'' 
as  of  August  31,  1918,  totaled  to  show  that  our  loss  up  to  that  time 
had  been  $369,832.26. 

Mr.  Kelley.  August  3M918? 

Mr.  Meacham.  1918.  Thus  falsely  showing,  by  a  process  that 
looks  as  though  it  had  been  intelligently  and  carefully  worked  out, 
showing  that  we  had  already  lost  ^69,000  at  that  time.  [Handing 
statement  to  chairman.]  The  statement  I  read  from  this  afternoon. 
I  now  present  a  statement  in  detail,  being  a  statement  of  collectible 
quick  assets  account  of  Emergency  Fleet  Corporation  with  Meacham 
&  Babcock  Shipbuilding  Co.    I  would  like,  inasmuch  as  these  are 
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the  only  copies  that  I  have,  to  either  furnish  you  with  carbon  copies 
or  that  you  furnish  me  carbons. 

The  Chairman.  I  would  prefer  that  you  furnish  the  committee 
with  carbons,  Mr.  Meacham,  and  then  we  will  receive  them  for  the 
"record. 

Mr.  Meacham.  I  will  read  it  for  the  record : 

-  Exhibit  E. 

Statement  of  hull  costs. 


HnllNo. 


ContrBCt 
prlc«. 


442 

443 

051  ^... 
9521.... 
058*.... 
0541.... 
1746.... 
1747.... 
YardO. 
Yard  10 


In- 
spec- 
tors'per 
cent  of 
comple- 
tion. 


S200,000.00 

200,  oca  00 

840,000.00 

340,ooaoo 
340,ooaoo 
340,ooaoo 
340,ooaoo 

340,000.00 
840,000.00 
340,000.00 


Comple- 
tion to 

contract 
price. 


08.1019 
94.0570 
80.5643 
88.4250 
80.4465 
69.8240 
52.9580 
31.5495 
2a  2105 
<S.  d440 


$284,756.51 
272,765.30 
304,518.62 
300,645.00 
273,518.10 
237,401.60 
180,067.20 
107,268.80 
68,715.70 
12,049.60 


Undis- 
tributed 
material 
(Exhibit 
D). 


628.77072,041,605.93 


$129,664. 
127,931. 
125,777. 
125,568. 
122,076. 
114,996. 
103,572. 

78,370. 

57,648. 

36.878 


87 
79 
86 
96 
16 
61 
20 
49 
80 


Over- 
head 
(Ex- 
hibit 
C). 


80  $31,805. 77 


27, 57a  92 
26,489.71 
26^129.30 
23,786.67 
19,281.62 
14,416.17 
7,027.88 
3,063.44 
54a  61 


Trial 
balance. 


1,022,486.54180,202.091,208,839.56 




$220,865.21 

189,556.40 

183, 13a  43 

179,709.01 

160,533.19 

137,388.41 

76,347.02 

38,965.05 

17,622.74 

4,722.10 


Total  cost. 


$382,^5. 
345,059. 
335,897. 
331,407. 
306,396. 
271,666. 
194,335. 
124,363. 
78,334. 
42,141. 


78 
19 
93 
17 
82 
19 
80 
13 
67 
51 


$97,  MO.  27 
72,293.89 
30,S79.8t| 
30,762.17 
32,878.72 
84,264.50 
14,278.60 
17,094.83 
9,61&97 
30,001.91 


2,411,528.19309.832.% 


1  Worldng  on  the  assumption  that  the  hull  price  Is  $340,000  and  the  machinery  installation  pxlre 
$215,000,  making  a  total  contract  price  of  $555,000  per  hull. 

Hull  cost  and  reimbursement  data. 


Hull  No. 


Contract 
price. 


2 

443 

961«.... 
952».... 
953».... 
954«.... 
1746.... 
1747.... 
Yard  9.. 
Yard  10. 


$290,00a00 
290,000.00 
340,000.00 
340,000.00 
340,000.00 
340,000.00 
340,000.00 
340,000.00 
340,00a00 
340,000.00 


3,300,000.00 


Total  cost 
(Exhibit  E). 


$382,425.78 
345,059.19 
335,397.93 
331,407.17 
306,396.82 
271,668.19 
194,335.80 
124,363.13 
78,334.67 
42,141.51 


Percent 
cost  to 

contract 
price. 


2,411,528.19 


131.8709 
118.9859 
9&6464 
97.4727 
90. 1167 
79.9018 
67. 1575 
36.5495 
23.0395 
12.3945 


746.1633 


Per  cent 
of  com- 
pletion. 


98. 1919 
94.0570 
89.5643 
88.4250 
80.4466 
09.8240 
52.9580 
31.5774 
20.2105 
3.5440 


628.7707 


Deposit  to 

trustee 

account.  1 


Per  cent  deposit  trus- 
tee account  to— 


$261,000.00 
261,000.00 
444,00a00 
444,000.00 
444,00a00 
444,000.00 
204,000.00 
136,000.00 
136,00a00 

68,ooaoo 


2,842,000.00 


Cost. 


Contract 
price. 


68.2485 
75.6392 
132.3801 
133.9742 
144.9101 
163.4358 
104.9729 
109.3571 
173.6141 
161.3611 


9aoooo 

9a  0000 

130.5S82 
13a  5883 
130.5882 
13a5883 
60.0000 
4a  0000 

4a  0000 
2a  0000 


1,267.8031       862.3530 


1  Deposits  to  trustee  account  as  listed  were  exhausted  as  of  Aug.  31,  1918,  with  the  exception  of  a 
76. 063.35  balance  as  per  trial  balance. 

*  Working  on  the  assumption  that  the  hull  price  is  $340,000  and  the  machinery  installation  price  $215,000, 
making  a  total  contract  price  of  $555,000. 

Meacham  d  Babcock  Shipbuilding  Co. — Statement  of  collectible  quick  assets 

account  of  Emergency  Fleet  Corporation. 

Items  of  expenditure  as  per  Jarvis  Exhibit  H,  as  of  Aug.  81, 

1918 $2, 845. 828. 81: 

Less  book  accounts  receivable  in  above: 

General   freight $6, 129.  25 

Night  extra 10, 957. 80 

Machinery  installation  (general  account) 53,875.39 

Bonus  and  war  service  payment  (May  31) 28, 888.  75 

99, 851. 19 


2, 745, 977. 70 
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Less  receivable  items  overlooked  in  ( Jarvis  audit) : 

Macey  wage  adjustment $127, 000. 00 

Less  Included  above 28, 888. 75 

98,  111.  25 

Lumber  protection  per  contracts 71,038.92 

Industrial  Insurance  on  machinery  installation,  labor, 

per  contract 1,451.48 

Saturday  afternoons  (special) ^l_«    44, 280. 12 

Soldiers'  board  (book  figure) 1,  288. 97 

Watcbmen  and  firemen's  salaries  (charged  at  one- 
half  of  book  figure) 7, 148. 97 

Barracks,  equipment,  and  lights  (estimated) 3, 500.  00 

Hijll  insurance,  aftef  launching,  per  contract 1, 812. 65 

Salaries,  account  machinery  installation 4,695.85 

Reimbursable  expenditures  account,  addenda  not  in- 
cluded in  contracts  covering  our  first  six  hulls,  plus 
extras  and  alterations,  common  to  all  local  yards: 

6  ships,  at  $20,00(J 120, 000. 00 

Due  on  installation  plant  construction 83, 868. 07 

$387, 196. 28 

Expended  on   contracts 2, 358, 781. 42 

SECAFITULATION. 

Items  listed  in  "  Jarvis  audit " $99, 851. 19 

Items  overlooked,  "  Jarvis  audit " 387, 196. 28 

487, 047.  47 

2, 845, 828.  89 

Uncollected  earnings  overlooked  in  Jarvis  audit: 

Hull  1,  installation  profit 5,000.00 

Hull  2,  installation  profit  accrued 2,500.00 

Hull  1,  overhead  allowance  on  installation  labor 

accrued,  per  contract 6, 250. 00 

Hull  2,  overhead  allowance  on  installation  labor 

accrued,  per  contract 3, 125. 00 

16, 875. 00 

Add  above  recapitulation 487, 047. 47 

Tofal  Emergency  Fleet  Corporation  receivable  aside  from 

contract  payments 503, 922. 47 

Add  final  payments  on  contract  due  and  not  paid : 

Hull  442 29, 000. 00 

Hull  443  - 29, 000. 00 

58, 000.  00 

Total  collectible  quick  assets 561, 922.  47 

Mr.  Foster.  Now,  you  say  the  receivership  was  asked  for  by  one 
creditor? 

Mr.  Mbacham.  Yes. 

Mr.  Foster.  You  were  not  represented  when  the  temporary  re- 
ceiver was  appointed? 

Mr.  Meacham.  We  knew  nothing  about  it  until  the  next  morning 
when  we  read  the  story  in  the  newspaper. 

Mr.  Foster.  Is  that  your  practice  out  here,  to  get  temporary  re- 
ceivers without  notice? 

Mi.  MfiACHAMt  It  was  unheard  of  in  the  courts  of  this  State. 

Mr.  Foster.  What  is  the  date  of  that  appointment  ? 

Mr.  Meacham.  March  11, 1  believe. 

Mr.  Foster.  You  referred  to  your  being  in  a  hospital.  When  did 
you  go  then  to  the  hospital  ? 
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Mr.  Meacham.  I  would  say  the  day  before;  I  believe  I  went  to 
the  hospital  on  Monday,  and  I  think  this  was  on  Tu^day.  It  was 
just  at  that  time. 

Mr.  Foster.  Do  you  understand  that  Mr.  Blain  went  to  Portland 
on  Saturday? 

Mr.  Meacham.  He  did. 

Mr.  Foster.  And  you  went  to  the  hospital  on  Monday? 

Mr.  Meacham.  Yes. 

Mr.  Foster.  And  the  receiver  was  appointed  on  the  day  after  you 
went  to  the  hospital  ? 

Mr.  Meacham.  Yes ;  I  think  that  is  the  correct  date. 

Mr.  Foster.  I  just  wanted  to  be  sure  I  had  it  right. 

Mr.  Meacham.  Yes. 

Mr.  Foster.  Now,  did  you,  after  the  appointment  of  the  receiver, 
at  any  time  work  on  your  books,  for  instance,  in  making  up  the 
extra  bills? 

Mr.  Meacham.  I  have  helped  the  clerks  out  there  in  assembling 
the  charges  under  the  system  now  in  effect  in  the  local  office. 

Mr.  Foster.  When  did  you  return  from  the  hospital. 

Mr.  Meacham.  Well,  I  got  back  into  shape  about  the  middle  of 
April,  and  from  that  time  until  Mr.  Dowsey's  death  most  of  my  time 
was  spent  with  him.  I  explain  that  because  I  did  not  get  back  to 
the  yard  as  quick  as  I  got  back  into  shape. 

Mr.  Foster.  I  don't  want  to  review  anything  that  Representative 
Kelley  asked  you  about,  but  this  $25,000  referred  to,  that  was  ex- 
clusive of  the  expense  account,  was  it? 

Mr.  Meacham.  Well,  $10,000  of  that  $25,000  is  absolutely  outside 
of  any  connection  with  the  Wood  Ship  Association.  Mr.  Hamilton 
was  the  president  of  the  Steel  Ship  A^ociation.  I  fear  that  the  fig- 
ures have 

Mr.  Kellet  (interrupting).  How  do  you  spell  that  word? 

Mr.  Meacham  (laughing).  S-t-e-e-1. 

Mr.  Foster.  Well,  the  two  associations,  if  they  were  such,  the  fig- 
ures you  have  given  are  exclusive  of  the  expense  items,  aren't  they  ? 

Mr.  Meacham.  The  salary  of  $15,000  was  plus  expenses;  that  is 
true. 

Mr.  Foster.  That  is  what  I  say ;  that  is  all  I  want  to  ask. 

The  Chairman.  I  may  have  asked  this  before,  but  how  maoiy  hulls 
were  launched  by  you  or  your  corporation  before  the  receivership 
proceedings? 

Mr.  Meacham.  I  believe  eight. 

The  Chairman.  Eight? 

Mr.  Meacham.  I  think  that  is  it. 

The  Chairman.  In  how  many  of  those  hulls  had  you  installed  the 
power  plant;  that  is,  the  engines,  boilers,  etc.,  before  the  receiver- 
ship? 

Mr.  Meacham.  In  the  first  two;  and  I  believe  two  more  out  of 
the  completed  ship  contracts.  Maybe  I  had  that  the  last  four  in- 
stallation contracts,  installations  contracts,  were  cancelled  after  the 
armistice. 

The  Chairman.  And  prior  to  the  receivership  proceedings? 

Mr.  Meacham.  Well,  1  think  the  cancellations — let  me  call  your 
attention  to  this :  A  strike  occurred  in  January,  so  that 

The  Chairman  (interrupting).  1918? 
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Mr.  Meacham.  1919,  and  there  was  then  no  work  from  the  time 
of  the  strike  mitil  I  left  the  yard  a  sick  man. 

The  Cttatrman.  In  March) 

Mr.  Meacham.  So,  I  can  not  just  cover  all  this;  just  when  that 
cancellation  was. 

The  Chairmak.  So  you  had  launched  eight  ships. 

Mr.  Meacham.  I  believe  so ;  it  might  have  been  seven. 

The- Chairman.  Seven  or  eight. 

Mr.  Meacham.  Yes. 

The  Chairman.  And  installed  the  machinery  in  four. 

Mr.  Meacham.  Completed;  that  is,  four,  I  believe,  had  gone  to 


The  Chairman.  Yes ;  now,  then,  did  you  have  any  difficulties  with 
the  district  office  here  with  reference  to  securing  classification  on 
any  of  your  ships? 

Mr.  Meacham.  Not  a  particle;  Capt.  Whitney,  of  the  American 
Bureau,  was  most  complimentary  of  the  showing  that  we  made. 

The  Chairman.  Never  had  any  delays? 

Mr.  Meacham.  Absolutely  not. 

The  Chairman.    Or  otherwise,  with  reference  to  the  work? 

Mr.  Meacham.  Not  one  syllable  of  difficulty. 

The  Chairman.  Were  you  ever  requested  to  attend  a  meeting  by 
Capt.  Magee  to  discuss  the  question  of  the  requirements  of  the 
American  Bureau  of  Shipping  as  to  the  classification  of  wood  ships 
beii^  constructed  in  this  district? 

'MS.  Meacham.  I  was  not.  It  would  not  have  been  in  my  prov- 
ince ;  we  would  have  sent  our  shipmaster,  Mr.  Mimk. 

The  Chairman.  Do  you  know  whether  or  not  he  ever  attended 
any  such  meeting? 

Mr.  Meacham.  I  do  not. 

The  Chairman.  I  think  that  is  all ;  unless  vou  have  omitted  to 
state  something  that  you  wish  to  state,  Mr.  Meacham? 

Mr.  Meacham.  I  don't  recall  anything. 

Mr.  Foster.  I  would  like  to  ask  you  a  few  more  questions.  Have 
you  ever  consulted  with  Mr.  Cosgrove  about  your  contracts  or  any- 
thing pertaining  to  your  situation  here  ? 

Mr.  Meacham!  I  am  not  aware  of  having  talked  with  Mr.  Cos- 
grove  except  on  the  occasion  when  I  asked  Capt.  Blain  for  an  ad- 
vance of  $200,000  because  of  the  delayed  settlements  on  extras;  and 
had  that  $200,000  been  forthcoming,  there  would  never  have  been 
the  slightest  difficulty. 

Mr.  Foster.  What  was  the  occasion  then  for  your  talking  with 
Mr.  Cosgrove? 

Mr.  Aulacham.  Because  Capt.  Blain  called  him  in  there  when  Mr. 
Deane  and  I  went  up  to  Capt.  Blain's  office  and  asked  him  for  the 
advance. 

Mr.  Foster.  What  was  his  recommendation? 

Mr.  Meacham.  We  talked  the  matter  over.  He  told  Mr.  Deane 
to  take  it  up  with  Philadelphia,  and  as  I  was  leaving  the  office, 
with  characteristic  emphasis,  he  said,  '*  If  matters  were  different, 
I  would  take  care  of  you  myself."  And  I  knew  that  was  one  more 
suggestion  to  me  that  I  was  in  bad. 

Mr.  Foster.  Who  said  that  ? 
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Mr.  Meacham.  Capt.  Blain  to  me. 

Mr.  FosTEK.  What  did  you  think  he  meant  by  that  remark? 
.  Mr.  Meacham.  I  don't  Know  as  I  can  say  it  any  clearer;  you  have 
^ot  to  know  tha  man's  peculiar  temperament;  he  wanted  me  to 
know  that  the  harpoon  was  in,  and  the  end  was  being  twisted. 

Mr.  Kelley.  Did  you  testify  that  the  receiver,  uncfer  instructions 
from  somebody,  and  under  an  agreement  made  with  somebody,  was 
still  refusing  to  permit  you  to  examine  your  own  books  therel 

Mr.  Meacham.  No;  he  has  some  auditor  working  on  the  books. 

Mr.  KIelley.  Who  is  satisfactory  to  you? 

Mr.  Meacham.  No;  but  as  I  stated  I  have  questioned  none  of 
this  because  no  occasion  has  arisen  where  I  mean  to  question  it.  Our 
relations  with  Mr.  Heif ner  are  the  friendliest ;  it  is  unfortunate  that 
the  man  on  the  job  is  of  a  temperament  to  assume  that  his  employ- 
ers, which  is  myself  and  my  partners,  are  subject  to  his  scrutiny. 
Ordinary  politeness  would  suggest  that  the  books  are  ours,  but  I 
have  not  asserted  my  rights  under  the  ruling. 

Mr.  KioLLEY.  Now,  under  this  peculiar  arrangement  of  the  Gov- 
ernment making  a  contract  practically  with  the  court  or  with  this 
district  shipping  board  making  a  contract  with  the  court — which 
practically,  the  contract  with  the  receiver  amounts  to  that — is  the 
auditor  under  the  direction  of  the  court ;  or  is  he  imder  the  direc- 
tion of  Mr.  Deane? 

Mr.  Meacham.  He  is  under  the  spirit  control  of  Mr.  Cosgrove  and 
Mr.  Deane. 

Mr.  Kelley.  Now,  just  tell  us  what  you  mean  by  that.  I  don't 
get  it? 

Mr.  Meacham.  Because  of  the  animosity  emanating  from  that 
source  makes  it  impossible  for  me  to  feel  that  the  auditor  is  work- 
ing for  me;  he  is  working  against  me,  even  though  he  does  not 
know  it.  It  is  because  of  my  recognition  of  that  condition  that  I 
approached  the  Government  through  Maj.  Game's  department  to 
get  access  to  the  man  to  whom  I  got,  the  one  who  I  could  go  down 
the  line  with  on  every  item;  and  I  made  it  clear  to  Maj.  Game  on 
three  points:  That  a  fair  audit  would  show  not  one  penny  illegiti- 
mately expended  or  diverted  in  our  plant.  It  would  show  that  at 
no  moment  since  the  beginning  of  our  contract  has  the  Government 
been  out  of  debt  to  us ;  and  the  other  poiiit  is  that  the  original  par- 
ties to  the  Meacham  &  Babcock  contract  organization,  after  financ- 
ing this  plant,  have  at  no  moment  been  in  a  position  otherwise  than 
as  creditors  of  the  wood-ship  yard.  • 

Mr.  Kelley.  Of  course,  you  understand  that  Judge  Allen  is  in 
real  control  of  your  property  ? 

Mr.  Meacham.  Yes,  sir ;  but  I  have  not  raised  any  question  about 
that,  because  the  time  has  not  come  vet. 

Mr.  Rrli^y.  If  this  audit  is  unfair  when  finished,  and  does  not 
disclose  the  true  situation,  then  you  will  present  the  matter  to  Judge 
Allen? 

Mr.  Meacham.  I  have  made  that  statement. 

Mr.  Keiaey.  Did  Judge  Allen,  as  far  as  you  know,  approve  of  this 
agreement,  practically  ousting  the  court  from  jurisdiction  down 
there,  and  putting  the  yard  in  the  control  of  the  Shipping  Board? 
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Mr.  Meagham.  I  have  never  had  a  conference  with  Judge  Allen 
about  the  matter. 

Mr.  Kelley.  Have  you  ever  had  any  conference  with  the  receiver 
to  know  whether  the  judge  advised  him  to  sign  the  agreement  with 
the  Shipping  Board? 

Mr.  Meacham.  Just  what  agreement  do  you  refer  to? 

Mr.  Kelley.  The  one  which  was  read  into  the  record  this  after- 
noon. 

Mr.  Meacham.  Was  that  regarding  the  purchase  by  the  Shipping  . 
Board  of  our  assets  ? 

Mr.  Kelley.  I  judged  from  that  that* the  Shipping  Board  was  in 
full  control  of  that  property,  notwithstanding  the  fact  that  the 
property  was  in  the  hands  of  a  receiver,  that  the  receiver  had  made 
an  agreement  with  the  Shipping  Board  practically  allowing  the 
Shipping  Board  to  control  the  business  there? 

Mr.  Poster.  What  we  want  to  know  is :  Was  that'  agreement  ap- 
proved by  the  court? 

Mr.  KIelley.  Yes;  as  far  as  you  know? 

Mr.  Meacham.  I  don't  know.  And  until  this  hour,  imtil  to-day,  I 
had  never  heard  of  that  agreement. 

Mr.  KIelley.  It  seems  Eke  a  very  unusual  sort  of  an  agreement 
for  the  court  to  oust  itself  from  jurisdiction — and  I  did  not  know  it 
could  do  it — or  control. 

Mr.  Meacham.  Well,  I  don't — as  I  heard  it  to-day — ^I  don't  view 
it  with  alarm.    We  know 

Mr.  Kellet.  Of  course,  you  understand  these  administrative 
branches  of  the  Government  are  one  thing;  but  the  courts  are  for 
the  protection  of  the  people  of  the  country  against  arbitrary  action 
of  administrative  boards  and  bodies,  and  they  can  not  set  aside 
their  jurisdiction  by  contract  with  some  administrative  branch  of 
the  Government.  •  At  least  that  is  not  my  understanding  of  the 
province  of  a  court. 

Mr.  Meacham.  If  it  is  proper  at  this  time,  I  will  say  that  we  feel 
the  utmost  confidence  in  Judge  Allen,  and  have  never  for  one 
moment  doubted  that  in  the  end  we  would  get  a  fair  settlement  with 
the  Fleet  Corporation ;  and  thus,  with  that  viewpoint,  you  can  see 
that  these  incidental  arrangements  back  and  forth  have  not  agi- 
tated us  at  all. 

Mr.  Foster.  In  other  words,  you  are  a  hopeful  man  ? 

Mr.  Meacham.  An  optimist. 

Mr.  Kelley.  You  have  to  be,  don't  you  ? 

Mr.  Meacham.  We  have  to  be.  Anyone  in  the  contract  business 
must  be. 

Mr.  KjjLLEY.  Of  course,  you  understand  that  nothing  I  have  said 
here  indicates  anything  about  how  my  mind  is  working  on  the 
matter. 

Mr.  Meacham.  A  little  of  this  pleasantry  helps  us  all.  I  think. 

The  Chairman.  Is  there  anything  further?  .1  thinK  that  is  all, 
Mr.  Meacham;  thank  you. 

(Testimony  of  witness  concluded.) 
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TESTIHODT  OF  ME.  CHABLES  0.  HEIFNEE,  BECEIVEa  FOB  KEA- 
GHAM  &  BABCOGK  SHIFBTTILDIirO  CO.,  SEATTLE,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Mr.  Heifner,  we  will  ask  you  a  few  questions,  if 
you  please;  if  you  will  ffive  your  name  to  the  stenographer? 

Mr.  Heifner.  Yes.    Cnarles  G.  Heifner. 

The  Chairman.  What  is  your  place  of  residence? 

Mr.  Heifner.  In  the  city  of  Seattle ;  702  Boren  Avenue. 

The  Chairman.  What  is  your  business  or  profession? 

Mr.  Heifner.  I  am  an  attorney  at  law  by  profession. 

The  Chairman.  You  are  now  the  receiver  of  the  Meacham  &  Bab- 
cock  Corporation^  a  shipbuilding  concern? 

Mr.  Heifner.  Yes. 

The  Chairman.  And  you  were  appointed  such  when,  by  Judge 
Allen? 

Mr.  Heifner.  On  March  28,  of  this  year. 

The  Chairman.  March  28,  1919? 

Mr.  Heifner.  Yes. 

The  Chairman.  You  immediately  took  charge  of  affairs  down 
there  ? 

Mr.  Heifner.  Yes. 

The  Chairman.  And  you  have  been  there  ever  since? 

Mr.  Heifner.  Yes. 

The  Chairman.  Have  you  employed  an  attorney  to  represent  you? 

Mr.  Heifner.  Yes. 

The  Chairman.  Who  is  he  ? 

Mr.  Heifner.  Mr.  R.  S.  Terhune. 

The  Chairman.  Of  Seattle? 

Mr.  Heifner,  Yes. 

The  Chairman.  Has  he  had  occasion  to  represent  you  in  different 
matters  from  time  to  time? 

Mr.  Heifner.  Yes. 

The  Chairman.  In  what  matters  has  Mr.  Terhune  represented  you 
as  receiver? 

Mr.  Heifner.  I  have  consulted  him  frequently  about  various  mat- 
ters coming  before  me ;  and  outside  of  consultations,  I  think  he  has 
had  to  go  to  court  once  or  twice,  and  possibly  three  times,  before  the 
court.  Wlien  I  was  appointed  receiver  I  was  appointed  joint  re- 
ceiver with  Mr.  William  Piggott,  but  Mr.  Piggott  was  in  the  East 
and  declined  to  serve;  and  so  Air.  Terhune  and  I  went  into  court  to 
arrange  for  my  appointment  as  sole  receiver;  and  he  has  represented 
me  in  court  on  one  or  two  other  matters. 

The  Chairman.  So  at  the  outset  you  were  appointed  jointly  with 
Mr.  William  Piggott,  of  the  .district  office  of  the  Shipping  Board? 

Mr.  Heifner.  Yes. 

The  Chairman.  He  was  in  the  East,  and  declined  to  serve,  and 
subsequently  you  were  appointed  sole  receiver? 

Mr.  Heifner.  Yes. 

The  Chairman.  Since  that  time  Mr.  Terhune  has  been  your  attor- 
ney as  receiver? 

Mr.  Heifner.  Yes. 
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The  Chairman.  Do  you  have  any  knowledge,  Mr.  Heifner,  of  mail 
having  come  to  the  plant  of  the  Meacham  &  Babcock  Co.,  and  ad- 
dressed to  Capt.  Blain  as  receiver? 

Mr.  Heifner.  Yee;  one  letter,  and  I  think  the  only  one,  was  re- 
ceived so  addressed. 

The  Chairman.  When  was  that? 

Mr.  Heifner.  Just  about  the  time  I  was  appointed  receiver. 

The  Chairman.  Was  that  from  a  creditor,  if  you  know — a  cor- 
poration? 

Mr.  Heipner.  Yes;  it  was  a  corporation. 

The  Chairman.  Do  you  know  from  whom  it  was  received? 

Mr.  Heipner.  I  could  not  recall  right  now,  but  I  think  I  have 
the  envelope  still,  and  it  may  be  on  the  outside  of  the  envelope ;  and 
if  it  is  of  enough  importance,  and  you  want  it,  I  think  I  can  de- 
liver it. 

The  Chairman.  We  would  like  to  have  the  name  of  the  person 
who  sent  that  letter,  if  you  know  or  could  get  it  for  us — if  you 
could  let  us  Ifave  it  to-morrow. 

Mr.  Heifner.  I  will  undertake  to  do  so;  and  I  will  if  I  can. 

The  Chairman.  While  you  have  been  there  has  an  audit  of  the 
boofa  been  in  progress  ? 

Mr.  Heipner.  When  I  became  the  permanent  receiver  I  found  the 
firm  of  Price- Waterhouse  &  Co.  makmg  an  audit  of  the  books ;  and 
thev  told  me  that  the  books  were  in  very  bad  condition  and  very 
dimcult  to  audit,  and  it  would  take  them  a  very  great  while  to  do 
so.  They  had  been  employed  by  my  predecessor,  the  temporary 
receiver,  Mr.  Dawson ;  and  I  found  what  it  was  costing  the  firm  to 
do  that  work,  or  have  this  work  done,  and  so  I  modified  their 
instructions  and  requested  them,  in  order  that  I  might  know  who 
the  creditors  of  Meacham  &  Babcock  Co.  were,  to  devote  their  time 
to  determine  who  our  creditors  were  and  what  amounts  we  were 
owing  them ;  and  when  they  got  through  with  that  work  they  closed 
their  connection  with  the  firm — corporation. 

The  Chairman.  Do*  you  know  who  employed  Price- Waterhouse? 

Mr.  Heifner.  Mr.  Dawson,  the  temporary  receiver. 

The  Chairman.  Since  Price- Waterhouse  closed  their  work  have 
■  there  been  other  auditors  at  work  on  the  books? 

Mr.  Heipnbr.  Yes;  the  other  auditors  are  still  at  work — ^the 
firm  of  John  G.  Mcintosh  &  Co.,  certified  public  accountants. 

The  Chairman.  Who  employed  them? 

Mr.  Heifner.  I  employed  them.  Mr.  Cowan,  of  that  firm,  is  in 
charge  of  the  audit. 

The  Chairman.  How  long  have  they  been  working? 

Mr.  Heifner.  About  six  weeks,  and  possibly  seven. 

The  Chairman.  About  six  or  seven  weeks.  Have  there  been 
other  individuals  there  at  different  times  auditing  the  books? 

Mr.  Heifner.  No,  sir;  no  one  has  undertaken  to  make  an  audit  of 
the  books  except  this  one  firm. 

The  Chairman.  You  say  you  appointed  this  firm,  or  employed 
this  firm? 

Mr.  Heifner.  Yes. 

The  Chairman.  Do  you  know  how  Mr.  Terhime  came  to  be  ap- 
pointed your  counsel  ? 


522  SHIPPING  BOABD  OPEBATIQNS. 

Mr.  Heifner.  After.  I  was  appointed  receiver  I  consulted  Judge 
Allen  with  reference  to  an  attorney,  and  Judge  Allen  said  that  in 
his  judgment,  in  view  of  Mr.  Terhune  having  been  the  attorney  for 
•the  creditor  who  applied  for  the  receiver,  that  he  thought  it  was  no 
more  than  fair  that  Mr.  Terhune  be  continued  as  my  attorney;  he 
regarded  him  as  a  good  lawyer  and  a  safe  man  to  employ :  so,  acting 
on  that  suggestion  of  Judge  Allen,  I  employed  Mr.  Terhune. 

The  Chaikman.  Well,  had  you  intended  to  appoint  anybody  else! 

Mr.  Heifner.  Yes ;  I  should  have  appointed  another  man  my  at- 
torney had  it  been  left  to  my  own  discretion  and  judgment;  not 
because  I  have  no  faith  in  Mr.  Terhune  as  an  attorney,  but  we  were 
not  very  well  acquainted  at  that  time,  and  I  probably  would  have 
chosen  some  man  of  more  intimate  acquaintance. 

The  Chairman.  But  you  went  to  consult  the  judge  about  the  ap- 
pointment of  an  attorney,  did  you  ? 

Mr.  Heifner.  Yes.  * 

The  Chairman.  Did  you  know  anything  about  these  receivership 
proceedings  prior  to  your  being  appointed  ?  • 

Mr.  Heifner.  Not  until  a  very  few  days  before  that. 

The  Chairman.  Before  the  appointment  of  the  temporary  re- 
ceiver? 

Mr.  Heifner.  Not  before  the  appointment  of  a  permanent  re- 
ceiver. 

The  Chairman.  You  did  not  know  anything  about  it  before  Mr. 
Dawson  was  appointed? 

Mr.  Heifner.  Not  a  thing.  I  was  not  even  an  applicant  for  the 
appointment,  and  it  was  through  the  intermediary  of  some  friends 
of  mine  that  my  name  was  presented  to  the  judge. 

The  Chairman.  How  long  have  you  been  in  practice  here,  Mr. 
Heifner  ? 

Mr.  Heifner.  Oh,  I  was  admitted  to  the  bar  here  in  1892,  I 
think ;  but  I  never  practiced  but  10  or  12  years ;  and  I  have  been  out 
of  the  practice  some  14  or  15  years. 

The  Chairman.  I  can  not  think  of  anything  else;  are  there  any 
further  questions? 

Mr.  Kelley.  I  do  not  suppose,  if  Mr.  Meacham  found  it  advisable, 
or  thought  it  advisable,  to  have  an  independent  audit  of  the  books, 
that  you  would  oppose  that,  provided  your  own  auditor  was  work- 
ing right  alongside  of  his,  would  you  ? 

Mr.  Heifner.  No;  I  think  that  Mr.  Meacham  probably  has  a 
wrong  idea  about  his  accessability  to  these  books.  There  never  has 
been  a  time  since  I  have  been  the  receiver  that  Mr.  Meacham  or  any 
other  stockholder  could  not  have  had  access  to  these  books  as  stock- 
holders ;  Mr.  Meacham,  or  the  firm 

Mr.  KEiiLET.  Let  me  break  in  there,  Mr.  Heifner:  Your  idea  is 
that  as  receiver  you  have  control  of  the  books  absolutely. 

Mr.  Heifner.  Absolutely. 

Mr.  KsiiLEY.  Under  this  agreement  you  entered  into  ? 

Mr.  Heifner.  No;  not  because  of  any  agreement  at  all;  but 
because  the  books  are  in  the  hands  of  the  court,  and  I  am  only  the 
agent  of  the  court. 

Mr.  Kellet.  Yes,  I  know ;  but  didn't  you  enter  into  an  agreeing 
whereby  you  agreed  not  to  interfere  with  the  auditor  of  the  Ship- 
ping Board? 
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Mr.  Heifx2r.  There  is  no  such  thin^  in  that  agreement. 

Mr.  KEiiLET.  I  thought  that  was  in  uiere? 

Mr.  Heifner.  I  think  not. 

Mr.  KsiiLET.  So  that  there  is  not  anything  in  that  agreement  that 
would  curtail  the  authority  of  the  court  as  far  as  you  nad  any  idea 
of  it,  as  you  signed  it? 

Mr.  IfaiFNER.  No ;  I  think  not.  The  only  thing  in  that  agreement 
relates  to  the  payment  of  the  creditors  who  furnished  the  material 
for  the  construction  of  the  ships. 

Mr.  Kelley.  It  seemed  like  quite  a  long  and  formidable  document 
that  I  heard  Mr.  Cosgrove  read  here  this  afternoon. 

Mr.  Heifner.  It  is  quite  a  lengthy  document;  but  I  think  when 
it  is  boiled  down  you  will  find  that  is  all  it  is,  and  then  the  specific 
statement  that  the  Emergency  Fleet  Corporation  has  waived  none 
of  its  rights  under  the  contract,  and  Meacham  &  Babcock  waive 
none  of  their- rights  under  the  contract.  I  think  you  will  find  that 
the  contract  simply  provides  that  thfe  Emergency  iFleet  Corporation 
will  buy  the  creditors'  claims. 

Mr.  Kellby.  I  presume  that  you  did  not  enter  into  that  contract 
until  you  had  been  presented  it  to  the  court,  anyway  ? 

Mr.  Heifner.  No;  I  did  not  present  that  to  the  court,  but  I  con- 
sulted the  court  with  reference  to  it. 

Mr.  Kelley.  Didn't  he  see  the  contract? 

Mr.  Heifner.  He  saw  it;  yes;  but  that  contract  was  entered 

Mr.  Kpjjjey.  What  did  he  say  about  it  ? 

Mr.  Heifner.  That  contract  was  entered  into  after  a  full  consulta- 
tion with  my  attorney. 

Mr.  KEiiLEY.  I  know;  but  that  is  a  pretty  important  thing.  Can 
you  take  is  important  action  as  that,  as  receiver,  without  consulting 
the  court? 

Mr.  Heifner.  It  was  only  the  question  of  a  certain  concern — in 
this  case  being  the  Emergency  Fleet  Corporation,  agreeing  to  pay 
these  creditors  in  case  the  creditors  assigned  their  claims  to  it. 

Mr.  Kelley.  Have  we  a  copy  of  that  contract  around  here  to- 
night? 

Mr.  Cosgrove.  No  ;  I  have  riot. 

Mr.  Foster.  Is  it  at  your  office,  Mr.  Cosgrove  ? 

Mr.  Cosgrove.  Yes. 

Mr.  Kelley.  I  don't  suppose  it  is  material;  because  if  it  is  dero- 
gation of  the  powers  of  the  court,  why,  it  would  not  be  a  valid  con- 
tract, and  you  would  have  to  back  up  on  that,  and  you  would  be 
doing  something  outside  of  your  powers? 

Mr.  Cosgrove.  Shall  I  get  that  contract  Congressman? 

Mr.  KJEJLLBY.  Oh,  I  don't  think  we  ought  to  keep  the  witness 
waiting  for  it. 

Mr.  Heifner.  I  could  say  that  the  Emergency  Fleet  Corporation 
is  not  now  attempting  to  assert  any  control  over  the  affairs  of  the 
Meacham  &  Babcock  Co.,  except  in  the  matter  of  having  a  resident 
auditor  there  to  O.  K.  our  claims  for  money  to  pay  the  expenses  of 
running  that  yard. 

Mr.  Kelley.  You  are  of  the  opinion  that  the  auditor  there  could 
be  changed  by  you  without  breaking  faith  with  anybody? 

Mr.  Heifner.  This  rei^ident  auditor? 
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Mr.  Kelley.  Yes ;  or  any  auditor. 

Mr.  Heifner.  Oh,  I  have  nothing  to  do  with  the  resident  auditor. 

Mr.  Keljley.  Who  has  charge  of  him  ? 

Mr.  Heifner.  He  is  the  auditor  for  the  Emergency  Fleet  Corpc»a- 
tion? 

Mr.  Keluby.  Yes. 

Mr.  Heifner.  I  understand  such — and 

Mr.  Kelley.  The  bills  are  paid  through  him,  I  understand? 

Mr.  Heifner.  No. 

Mr.  Kelley.  What  does  the  auditor  do  out  there? 

Mr.  Heifner.  He  simply  O.  K.'s  the  vouchers  prepared  by  me  or 
by  my  clerks  for  moneys  to  pay  the  material  bills  with  and  to  pay 
for  the  labor,  the  weekly  labor ;  he  O.  K.'s  those  and  they  are  passed 
in  there  then  to  the  Fleet  Corporation  and  they  are  paid. 

Mr.  Kelley.  Don't  he  draw  the  checks? 

Mr.  Heifner.  He  does  not. 

Mr.  Kelley.  You  draw  the  checks  yourself? 

Mr.  Heifner.  Yes;  to  pay  all  of  these  claims;  I  receive  a  check 
from  the  Fleet  Corporation  for  the  whole  amount  and  I  deposit  that 
in  the  bank,  and  I  draw  checks  against  that. 

Mr.  Kelley.  To  meet  your  bills. 

Mr.  Heifner.  Yes. 

Mr.  Kelley.  I  haven't  any  doubt  but  what  it  will  work  out  all 
right,  because  I  judge  you  are  wise  enouffh  to  take  care  of  it  all 
right ;  but  it  has  some  possibilities  of  trouble  in  it,  I  should  judge. 

Mr.  Heifner.  Well,  Iwill  say  this:  I  have  not  worried  very  much 
about  it.  I  perhaps  am  not  a  competent  shipbuilder,  but  I  have  not 
had  any  friends  on  either  side  to  reward;  and  I  have  tried  to  be 
square  in  the  matter;  and  while  others  perhaps  would  have  done 
better  in  the  building  of  the  ships 

Mr.  Kelley.  You  are  not  the  only  man  entrusted  with  great 
responsibilities  in  the  building  of  ships  in  this  vicinity,  are  you,  vi^ho 
is  not  a  skilled  and  practical  shipbuilder? 

Mr.  Heifner.  I  believe  that  is  a  correct  statement. 

Mr.  Kelley.  I  will  ask  you,  if ,  as  a  matter  of  fact 

Ml*.  Heifner  (interrupting).  I  think  that  is  correct.  I  will  say 
one  thing:  Mr.  Meacham  has  forgotten  about  the  number  of  ships 
launched ;  there  were  six  ships  on  the  ways  when  the  temporary  re- 
ceiver was  appointed,  and  he  launched  one.  There  were  five  ships 
on  the  ways  when  I  became  permanent  receiver,  and  I  have  launched 
four  of  those,  and  the  other  one  is  nearing  completion. 

Mr.  Kelley.  How  do  you  handle  the  vouchers  for  extras  down 
there? 

Mr.  Hedpner.  Well,  I  have  been  preparing  all  of  the  claims  for 
extras,  covering  the  construction  of  all  of  these  ships;  and  I  have 
prepared  that  data  covering  the  first  six  ships. 

Mr.  Kelley.  How  do  you  know  what  to  put  in  the  vouchers? 

Mr.  Heifner.  I  will  say  this.  Gov.  Kelley,  that  I  don't  know  any- 
thing about  it  myself ;  but  I  have  had  some  very  competent  assistants 
down  there ;  and  Mr.  Meacham  himself  has  devoted  a  great  deal  of 
time  in  assisting  in  the  preparation  of  these  claims.  There  will  be 
claims  for  extras  in  the  installation  of  machinery.  These  likewise 
are  being  prepared.  Claims  for  reimbursement  for  labor  under  the 
Macy  Award  that  also  is  being  prepared. 


SHIPPING  BOABD  OPERATIONS.  625 

Mr.  EJExxjBT.  All  of  them  have  gotten  dOwn  so  it  is  more  or  les9 
of  an  exact  science? 

Mr.  Heifnbb.  Yes. 

Mr.  Kellet.  And  you  can  tell  just  about  how  much  it  is?  * 

Mr.  Hectneb.  Yes.  There  remains,  of  course,  with  this  concern 
the  question  of  settling  with  the  Government  on  the  last  six  vessels 
which  have  been  completed  to  various  stages  of  perfection;  and  in 
addition  to  that,  settlement  for  the  yard ;  and  whatever  attitude  the 
Government  is  going  to  take  about  that. 

Mr.  Kelury,  Let  us  see ;  are  those  contracts  a  fixed-profit  contract  ? 

Mr.  Heifnsr.  No;  not  a  fixed  profit;  but  there  is  a. fixed  amount 
for  each  vessel,  for  those  hulls. 

Mr.  Kellet.  Have  you  ffone  far  enough  along  to  know  whether 
you  are  making  money  on  the  contract  price  of  the  ships? 

Mr.  Heifner.  No,  sir;  I  think  not;  but  in  my  humble  judgment 
it  is  impossible  for  anv  person  in  the  world  to  say  at  this  hour 
whether  Meacham  &  Babcock  have  made  any  profit  or  not. 

Mr.  Kellet.  But  you  think  they  will  come  out  even  in  the  end, 
do  you,  Mr.  Receiver,  based  on  what  you  have  seen  there,  do  you  ? 

Mr.  Heifneil  If  they  get  a  fair  deal  with  the  Government  for  the 
settlement  of  the  yard  and  reimbursement  for  moneys  paid  out,  I 
think  they  will  have  some  money  over. 

Mr.  Kelley.  That  is,  if  everything  goes  along  nicely  you  will  turn 
the  property  back  to  Meacham  &  Babcock  in  a  solvent  condition; 
that  is  your  hope  and  expectation? 

Hr.  Heifner.  I  hope  so;  I  hope  and  expect  that.  I  am  going  to 
make  some  claims  against  the  Government  for  matters  which  they 
may  never  allow.  If  they  allow  them,  I  think  there  will  be  some 
money ;  I  don't  know  what  they  are  going  to  do. 

Mr.  Kellet.  Are  there  some  claims  now  in  dispute? 

Mr.  Heifner.  Well,  for  instance,  I  have  prepared  a  claim  I  have  not 
filed  with  them  yet  for  expenses  and  costs  during  the  strike.  There 
was  a  strike  here  during  last  January  that  lasted  50  days;  and  I  am 
^oing  to  file  a  claim  against  the  Government  for  $33,000  and  for 
interest  and  for  insurance  and  for  overhead  and  everything  to  it. 

Mr.  Kellet.  Is  it  your  theory  the  Government  was  responsible 
for  the  strike?  * 

Mr.  Heifner.  Gov.  Kelly,  that  is  a  very  disputed  question.  At  any 
rate,  the  Government  refused  to  permit  the  shipyards  to  negotiate 
with  their  men  with  reference  to  staying  on  their  jobs,  so  I  am 
reliably  informed. 

Mr.  foaxET.  This  all  goes  back,  I  suppose,  to  other  contracts  with 
the  labor  boards  and  organizations,  and  with  manufacturers,  and  so 
forth? 

Mr.  Heifner.  Yes. 

Mr.  Kellet.  So  it  will  be  beyond  your  jurisdiction  to  know? 

Mr.  Heifner.  Yes. 

Mr.  Kellet.  And  you  are  advised  by  your  attorney  that  that  is  a 
legitimate  claim? 

Mr.  Heifner.  Yes. 

Mr.  Kellet.  As  far  as  you  know  have  other  shipbuilders  in  this 
vicinity  put  in  claims  upon  the  same  grounds? 

Mr.  Heifner.  I  don't  know  what  they  have  done  in  that  regard. 
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Mr.  Kellbt.  You  do  n6t  know,  of  course,  whether  any  of  them  have 
been  allowed?  • 

Mr.  JlEiFNER.  -N  o,  1  dont  know ;  and  I  know  very  little  about  what 
has  beelh  allowed  other  shipbuilding  conoems  for  extras.  In  fact^ 
there  has  been  no  detinite  positive  allowance  made  to  Meacham  A 
Babcock  for  the  extras  on  these  first  six  vessels  other  than  a  tentative 
understandmg  and  agreement  with  reference  to  that. 

Mr.  JKlellet.  That  is  uniform  with  the  various  yards  throughout 
the  district  similarly  situated  If 

Mr.  Heifkee.  1  so  understand  it. 

Mr.  Kelley.  -Now,  if  these  claims  have  been  allowed  before  the 
receivership  on  the  same  basis  that  they  have  been  allowed  since  the 
receivership,  would  this  corporation  have  been  insolvent  before  the 
receivership  I 

Mr.  Heifner.  Well;  1  don't  know. 

Mr.  Kelley.  Well,  you  can  not  work  that  out?  • 

Mr.  Meifner.  -No;  1  could  not.  1  believe  from  the  records  kept 
by  Meacham  &  JBabcock — and  in  saying  this,  I  assume  that  the  same 
thing  holds  good  with  reference  to  many  another  shipbuilding  plant 
here — ^that  no  complete  specific  records  were  kept,  week  in  and  week 
out,  with  reference  to  extras.  And  in  the  rush  and  the  hurry  of  the 
work,  inspectors  would  come  along  and  order  this  or  that  change 
made,  not  in  writing,  but  verbally ;  and  the  changes  would  be  maae 
in  the  yards  in  accordance  with  those  orders;  and  as  I  understand 
it  the  shipbuilders  expected,  for  a  good  part  of  that  time  at  least,  that 
there  would  be  a  lump-sum  settlement  for  the  extras,  as  I  understand 
it,  amounting  to  about  $50,000  per  vessel;  and  many  shipbuilders 
acting  upon  that  assumption  did  not  deem  it  necessary  to  keep  a  com- 
plete record  of  the  extras,  the  time,  labor,  and  material  going  into 
them,  and  in  many  instances  had  no  written  record  of  the  orders 
made  by  the  inspectors  for  the  changes. 

Mr.  Kelley.  The  installation  plant  of  Meacham  &  Babcock  is 
located  adjacent  to  the  shipbuilding  plant? 

Mr.  Heifner.   Yes,  it  is  a  part  of  tne  whole  plant. 

Mr.  Kelley.  It  is  a  part  of  the  yard  ? 

Mr.  Meifner.   Yes. 

Mr.  Aelley.  Is  it  your  understanding  as  receiver,  that  the  $20,000 
per  ship  that  is  allowed  for  overhead,  is  to  include  the  amortization 
of  that  plant? 

Mr.  Heifner.  1  don't  so  understand  it;  I  think  that  $20,000  or 
$21,000—1  think  it  is  $16,000  and  $6,000— relates  to  the  installation 
of  these  ships  alone ;  and  1  do  not  regard  it  as  a  part  of  the  amor- 
tization of  the  plant.  1  have  never  expected  to  treat  it  that  way  in 
making  my  claim  upon  the  (jovernment  for  reimbursement. 

Mr.  Kelley.  How  would  you  settle  with  the  Government,  were 
that  a  new  plant ;  suppose  it  was  a  new  plant ;  can  you  work  that  out 
so  that  you  would  know  how  you  would  proceed  with  that. 

Mr.  Heifner.  JNo,  not  definitely.  The  General  Appraisal  Co.  have 
made  an  appraisal  of  that  yard,  and  have  stated  that  its  replace- 
ment cost  would  be  1  think  it  is  $469,000. 

Mr.  Kelley.  That  includes  both  plants? 

Mr.  Heifner.   Yes;  the  entire  plant. 

Mr.  JVelley.  'I'he  entire  plant? 


SHIPPIKG  BOABD  OPERATIONS.  527 

Mr.  Ueifnes.  Yes.  Mow,  my  idea  has  been  that  the  Government 
would  settle  on  an  equitable  basis  with  each  one  of  these  shipbuilders 
or  shipbuilding  concerns,  and  by  the  time  it  got  around  to  asking 
for  a  settlement  on  the  yard,  other  shipbuilders  would  be  doing  the 
same  thing,  and  1  expect  the  Government  will  treat  Meacham  & 
Babcock  as  liberally  as  they  treat  anybody  else. 

Mr.  Keuley.  That  is  all. 

The  Chairman.  Have  you  anything  Mr.  Hadley? 

Mr.  Hadlet.  No  ;  not  unless  you  have  something  else. 

The  Chairman.  I  do  not  think  so. 

Mr.  Foster.  I  would  like  to  ask  you  a  few  questions.  Has  it  been 
the  practice  of  the  courts  in  this  State,  as  you  have  observed,  to 
appoint  temporarily  receivers  without  any  notice  to  the  company? 
Take  this  case :  You  heard  what  the  last  witness  testified  to,  that  he 
had  no  knowledge  of  the  application  for  a  receiver  until  he  saw  it  in 
the  papers;  and  .a  receiver  is  appointed  while  he  and  his  plant  is 
right  here  in  the  city.    Is  that  the  usual  practice  in  your  courts? 

Mr.  Heifner.  No;  that  is  not  the  usual  practice;  and  I  was  not 
aware  of  the  fact  that  the  temporary  receiver  was  appointed. 

Mr.  Foster.  Yes ;  I  understand  that,  but  I  am  just  asking  you.  as  a 
practicing  attorney,  is  that  the  usual  practice  of  your  courts? 

Mr.  Heifner.  No  ;  that  is  not  the  usual  practice,  but  I  think  it  has 
been  done  in  some  instances. 

Mr.  Foster.  It  don't  seem  fair,  does  it,  one  creditor  coming  in  there 
almost  alone,  and  with  no  notice,  on  their  application,  with  no  notice 
to  the  other  party  in  interest,  they^  being  right  here,  and  their  plant 
being  in  operation,  to  appoirit  a  receiver;  that  would  destroy  the 
credit  of  any  corporation,  wouldn't  it? 

Mr.  Heitner.  Yes;  it  would. 

Mr.  Foster.  Ordinary  ethics  would  suggest  at  least  the  apprizing 
of  the  other  party  that  an  application  was  going  to  be  made,  and 
presenting  them  with  an  opportunity  to  be  present  if  they  wished 
to  be. 

Mr.  Heitner.  Yes.    I  did  not  know  that. 

Mr.  Foster. 'Yes;  I  understand  that  you  did  not. 

Mr.  Heifner.  I  did  not  know  this,  that  Meacham  &  Babcock  had 
no  notice  or  knowledge  of  this  application  being  presented  for  a 
temporary  receiver.    This  is  the  first  knowledge  I  had  of  that. 

Mr.  Foster.  That  is  all. 

Mr.  Kelley.  Mr.  Foster,  let  me  refresh  my  recollection;  I  don't 
know  that  I  am  correct,  but  I  have  the  impression  that  the  judge  was 
not — ^that  the  judge  said  that  he  did  not  grant  the  receivership  upon 
the  petition  of  one  creditor,  but  that  he  was  under  the  very  strong  im- 
pression from  what  had  been  said  to  him  by  the  attorney  that  it 
was — ^that  it  was  the  larger  interests,  the  Government  interest  was 
also  harmonious  with  that  procedure.  I  think  that  was  substantially 
the  statement  made  by  the  judge  this  morning. 

Mr.  Heifner.  Mr.  Terhune  is  here,  and  he  was  the  attorney  for  the 
concern  applying  for  the  receiver,  and  he  can  tell  you  definitely  all 
bout  it. 

Mr.  Foster.  Even  with  the  grounds  Judge  Kelley  puts  in  there, 
you  would  see  no  reason  why  a  company  for  which  a  receiver  was 
sought  should  not  be  notified  that  the  application  was  pending? 
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Mr.  BLeifhes.  I  think  it  should  have  beoi  notified. 

Mr.  F06TBB.  Of  course.  I  don't  know  thmt  yoa  should  h&ve  any- 
thing to  do  with  it^  because  yoa  were  not  in  iL 

Mr.  Heifxzk.  I  understand. 

Mr.  Foster.  That  is  all« 

The  Chairman.  Do  you  recall  the  circumstances  of  a  young  man 
being  sent  out  there  by  Meacham  &  Babcock  to  make  an  audit  of  tiie 
bool^  and  some  one  from  the  Flert  Corporation  by  Mr.  Cosgroye^  I 
think?  ' 

Mr.  Heifxer.  That  occurred  during  the  temporary  receiyersbip. 
I  recall  one  thin^  here  I  started  to  explain,  but  I  was  diyerted,  I 
think,  to  som^hmg  else.  In  justice  to  myself  I  think  I  should 
say  to  the  committee  that  Meacham  &  Babcock  (Inc.)  and  contractors 
are  creditors  of  Meacham  &  Babcock  Shipbuilding  Co.  Perhaps  the 
testimony  giyen  by  Mr.  Meacham,  without  any  intention  on  his  part, 
mi^t  haye  led  you  to  belieye  that  I  as  receiyer  was  denying  tiiem 
certain  rights.  But  it  has  not  been  my  intention  to  do  that.  But  I 
haye  in  a  way  declined  to  permit  Mr.  Meacham  or  Mr.  Babcock  to 
examine  their  account  on  the  books  out  there,  because  ih&y  appear 
as  creditors,  and  I  treated  them  just  the  same  as  I  do  eyery  other 
creditor.  I  think  I  mentioned,  eacn  creditor  tells  us  what  they  claim 
we  owe  them  first,  and  then  we  will  compare  what  they  claim  with 
what  the  books  show. 

]^Ir.  Kellet.  What  is  the  business  of  Meacham  &  Co.,  or  whatever 
it  is? 

Mr.  Heifker.  Meacham  &  Babcock  are  electrical  engineers,  and 
they  had  a  contract  with  the  Meacham  &  Babcock  Shipbuilding  Co. 
to  do  the  electrical  work  out  there,  and  I  haye  felt  all  along  that  it 
was  not  my  proyince  to  permit  any  creditor,  no  matter  who  it  was, 
althou^  he  was  a  stockholder,  to  have  access  to  the  books  to  deter- 
mine what  his  claim  was,  and  that  I  should  treat  them  all  alike  in 
that  respect. 

Mr.  Kelley.  Then  your  objection  to  Mr.  Meacham  as  president — 
that  is  what  he  was  of  the  shipouilding  company  ? 

Mr.  Heifner.  He  was  secretary. 

Mr.  Kelley.  That  he  has  power  as  such  to  examine  the  books,  but 
that  he  is  also  a  creditor  of  the  company  in  another  capacity  ? 

Mr.  Heifner.  Yes ;  but  outside  of  that  account  he  can  have  access 
to  the  books  at  any  time.  In  fact,  I  have  asked  him  to  furnish  addi- 
tional data,  and  he  has  furnished  some,  and  he  has  still  more  to 
furnish. 

Mr.  Kelley.  I  suppose  you  furnished  creditors  generally  with  a 
statement  of  their  account,  didn't  you  ? 

Mr.  Heifner.  I  did  not.  If  they  claim  we  owe  them  anything,  I 
ask  them  to  furnish  us  a  statement  of  what  we  owe  them,  and  then 
I  make  a  comparison,  and  any  difference  there  in  anything,  if  any- 
thing comes  up,  we  will  reconcile  them  if  we  can.  1  think  I  shall 
state  one  other  thing:  Mr.  Meacham  undoubtedly  believes  what  he 
says  here  about  the  spirit  acting  on  some  of  these  men,  but  I  will  say 
this,  when  this  agreement  was  entered  into  wherein  the  Emergency 
Fleet  Corporation  agreed  to  pay  these  creditors'  claims,  I  looked 
about  the  city  and  recalled  all  of  the  men  I  knew  whom  I  regarded 
as  competent  accountants,  and  I  found  a  man  by  the  name  of  Taylor, 
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whom  I  had  known  for  many  years,  and  who  on  the  1st  of  last  Jan- 
uary resigned  a  SS^OOO-a-jy^ear  position  because  he  felt  his  health  was 
being  impaired.  I  told  him  the  whole  situation  and  finally  persuaded 
him  to  take  the  position  of  checking  up  these  claims  which  were  put 
in  with  the  bool^.  It  was  necessary  under  that  agreement  for  me  to 
O.  K.  all  of  these  claims  before  they  were  passed  up  to  the  Emergency 
Fleet  G)rporation  to  be  paid,  and  in  the  very  nature  of  things  1 
could  not  determine  whether  they  were  accurate  or  not.  So  I  induced 
Taylor  to  accept  the  position,  and  he  has  made  a  careful  examination 
of  every  claim  presented  with  the  books  out  there,  and  he  has  initialed 
every  one  of  them ;  and  I  do  not  think  there  is  a  more  competent  and 
more  honest  accountant  in  the  United  States  than  Mr.  Taylor;  and  I 
can  not  agree  with  Mr.  Meacham  that  he  is  prejudiced  in  any  way, 
although  Mr.  Meacham  undoubtedly  so  believes.  His  work  has 
practically  ended,  and  he  will  soon  be  through  there  in  any  event. 

*The  Chairman.  Is  he  any  better  than  Price- Waterhouse  ? 

Mr.  Heifxer.  I  do  not  say  he  is  better ;  but  he  is  just  as  good,  and 
he  is  a  great  deal  less  expensive  and  he  costs  a  great  deal  less ;  because 
I  don't  have  to  pay  anything  for  the  name. 

The  Chairaian.  If  he  is  just  as  good,  wouldn't  he  be  getting  the 
same  compensation.  Don't  these  accountants,  these  certmed  public 
accountants,  out  in  this  section  of  the  country,  have  a  sort  of  an 
imderhanded  understanding  that  their  compensation  and  prices  will 
Dot  be  very  much  above  or  helow  a  certain  standard. 

Mr.  Hetpner.  Mr.  Chairman,  I  can  not  tell  you  what  their  under- 
standing is ;  but  Mr.  Taylor  is  not  a  certified  public  accountant ;  and 
I  will  say  further  that  the  charges  of  these  certified  public  account- 
ants vary  considerably.  For  instance,  I  am  paying  Mr.  Mcintosh 
$5  a  day  less  than  my  predecessor  Mr.  Dawson  agreed  to  pay  Price- 
Waterhouse  &  Co.  My  objection — this  is  not  pertment  to  the  point — 
but  my  objection  to  employing  certified  public  accountants  is  letting 
them  send  young  men  ou^  there  to  work  and  then  paying  them  $15 
a  day,  where  the  price  that  Price- Warterhouse  are  paying  those 
young  men  is  about  three  or  four  dollars  a  day,  and  making  that 
profit  on  them.  I  would  rather  pay  the  money  directly  out  to  the 
xellow  who  is  doing  the  work.  I  do  not  know  what  your  experience 
may  have  been  with  certified  public  accountants ;  but  I  will  say  that 
if  there  is  any  concern  with  which  the  ordinary  business  man  has 
dealings  wherein  he  knows  nothing  about  what  they  are  doing  or 
what  they  are  to  do,  or  when  they  will  get  through,  it  is  the  certified 
public  accountant. 

The  Chairman.  They  are  an  expensive  luxury? 

Mr.  Heifner.  They  are ;  and  they  may  stay  there  for  a  week  or  six 
months,  or  a  year;  and  you  don't  know  whether  they  are  getting 
anywhere  or  not. 

Mr.  Foster.  Maybe  that  is  one  branch  of  work  that  is  not  organ- 
ized out  here  yet? 

Mr.  Heipner.  That  is  not  organized  out  here  yet,  as  far  as  I  know. 

The  Chairman.  That  is  all,  Mr.  Heifner. 

(Testimony  of  witness  concluded^ 

The  Chairman.  I  understand  Mr.  Terhune  is  here.  Will  you 
come  forward,  Mr.  Terhune? 

Mr.  Terhune.  I  am  here. 
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The  Chairman.  Will  you  give  the  committee  some  inform&tioii, 
Mr.  Terhune? 

Mr.  Terhune.  I  have  no  objection  to  giving  it. 
The  Chairman.  Are  you  willing  to  do  it? 
Mr.  Terhune.  Why,  certainly. 
The  Chairman.  If  you  will,  be  sworn. 

TESTIHOITY  OF  MB.  E.  S.  TEBHTTNE,  COXTITSEL  FOB  BECEIVEBy 
HEACHAM  &  BABCOCE  SHXPBTTILDING  CO.,  SEATTLE,  WASH. 

She  witness  was  duly  sworn  by  the  chairman.) 
e  Chairman.  If  you  will  kindly  state  your  name  to  the  stenog- 
rapher? 

Mr.  Terhune.  E.  S.  Terhune. 

The  Chairman.  What  is  your  residence? 

Mr.  Terhune.  Seattle. 

The  Chairman.  You  are  an  attorney? 

Mr.  Terhune.  Yes. 

The  Chairman.  How  long  have  you  been  practicing  here? 

Mr.  TERHtTNB.  Seventeen  years  here.  » 

The  Chairman.  You  are  counsel  for  the  receiver  of  Meacham  4 
Babcock,  Mr.  Heifner? 

Mr.  Terhune.  Yes. 

The  Chairman.  And  were  you  the  attorney  for  the  creditor; 
what  was  the  name? 

Mr.  Terhune.  The  Northwest  Steel  Co. 

The  Chairman.  The  Northwest  Steel  Co.  which  instituted  the  pro- 
ceedings which  resulted  in  that  company,  the  Meacham  &  Babcock 
Co.,  bemg  placed  in  the  hands  of  a  receiver? 

Mr.  Terhune.  Yes. 

The  Chairman.  Did  you  have  any  conferences  in  chambers  with 
Judge  Allen  of  the  superior  court  with  reference  to  the  appointment 
of  a  receiver? 

Mr.  Terhune.  Yes;  at  the  time  I  made  the  application  for  the 
appointment  of  a  temporary  receiver. 

The  Chairman.  Who  was  present? 

Mr.  Terhune.  Just  Judge  Allen  and  myself,  as  I  remember  it. 

The  Chairman.  Did  you  have  any  subsequent  conferences  with 
him  either  in  chambers  or  in  public,  in  open  court? 

Mr.  Terhune.  Yes ;  I  had  a  number  of  them. 

The  Chairman.  With  reference  to  these  proceedings? 

Mr.  Terhune.  Yes. 

The  Chairman.  Did  you  have  any  conferences  with  him  with 
reference  to  who  should  be  appointed  receiver? 

Mr.  Terhune.  Yes ;  temporary  and  permanent. 

The  Chairman.  With  reference  to  the  appointment  of  the  per- 
manent receiver? 

Mr.  Terhune.  Yes. 

The  Chairman.  Who  was  present  at  the  conference? 

Mr.  Terhune.  Well,  there  was  not  anybody  present  on  any  occa- 
sion when  we  were  talking  about  it.  We  had  a  conference  on  the 
permanent  receiver,  we  had  a  conference  one  day,  with  Howard  E. 
Cosgrove^  in  which  he  protested,  on  behalf  of  the  Fleet  Corpora- 
tion, against  a  certain  young  man  by  the  name  of  Price  being  per- 
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mitted  to  go  over  the  books  of  the  Meacham  &  Babcock  Shipbuild- 
ing Co. ;  and  incidentally  at  that  time  the  question  of  a  permanent 
receiver  was  talked  about  by  me ;  and  I  suggested  the  name  of  Capt. 
Slain.  The  reason  why  I  did  so  was  because  I  considered  him  a 
most  competent  man  to  take  over  the  reoeivership,  and  the  man 
through  whom  the  creditors  and  the  stockholders  would  get  the  most 
money  from  the  Government. 

The  Chairman.  Did  you  know  that  he  had  already  sent  in  his 
resiCTiation  at  that  time? 

Mr.  Tbrhunb.  Yes.  I  knew  he  was  going  to  get  out  at  the  end 
of  the  month. 

The  Chairman.  What  did  the  judge  say  when  you  suggested  Capt. 
Blain  as  receiver,  if  anything? 

Mr.  Terhune.  He  was  not  very  well  pleased  with  it.  He  said 
something  about  his  experience  with  him,  and  from  his  experience 
as  United  States  district  attorney  he  did  not  care  to  appoint  him. 

The  Chairman.  What  did  Mr.  Cosgrove  say? 

Mr.  Terhune.  Mr.  Cosgrove  practically  said  nothing.  As  I 
understood,  he  was  opposed  to  Mr.  Blain  going  in  there  and  always 
told  me  so. 

The  Chairman.  What  did  Mr.  Cosgrove  say  at  this  conference  ? 

Mr.  Terhune.  That  I  do  not  remember.  He  did  not  advocate — 
I  can  say  that  Judge  Allen  is  mistaken  about  that — ^he  did  not  advo- 
cate the  appointment  of  Capt.  Blain  at  all ;  I  did  that. 

The  Chairman.  Do  you  mow  Mr.  Thomas  Revelle. 

Mr.  Terhune.  Yes. 

The  Chairman.  Did  you  meet  him  there  at  any  of  these  con- 
ferences ? 

Mr.  Terhune.  Not  that  I  know  of ;  I  think  he  was  outside  on  one 
occasion. 

The  Chairman.  In  the  courtroom? 

Mr.  Terhune.  Yes. 

The  Chairman.  Did  you  talk  to  him  either  before  you  went  in 
or  after  you  came  out? 

Mr.  Terhune.  Well,  I  can  not  say  about  that. 

The  Chairman.  Did  you  have  a  telegram,  or  did  Mr.  Cosgrove 
have  a  telegram  which  he  showed  him? 

Mr.  Terhune.  Yes. 

The  Chairman.  Was  it  with  reference  to  the  appointment  of  the 
receiver?  • 

Mr.  Terhune.  It  had  nothing  to  do  with  the  appointment  of  a 
receiver,  excepting  that  it  was  to  the  effect,  as  I  remember,  that  if 
the  receiver  was  appointed  who  was  satisfactory  to  or  in  the  con- 
fidence of  the  Fleet  Corporation,  that  they  would  have  no  objection 
to  it,  and  would  make  arrangements  to  advance  the  money  to  take  up 
the  claims  for  material  furnished  for  the  boats. 

The  Chairman.  Who  had  the  telegram? 

Mr.  Terhune.  Mr.  Cosgrove,  as  I  remember,  had  the  telegram. 

The  Chairman.  Did  he  show  it  to  the  judge? 

Mr.  Terhune.  No  ;  I  do  not  think  he  did ;  I  don't  know ;  I  would 
not  say  as  to  that. 

The  Chairman.  Do  you  know  Mr. ^well,  the  associate  and  part- 
ner of  Mr.  Preston? 
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Mr.  Terhxtne.  .  Mr.  Thorgrimson? 

The  Chairman.  Yes. 

Mr.  Terhunb.  Yes. 

The  Chairman.  Did  you  meet  him  there  at  the  time? 

Mr.  Terhune.  At  the  time  of  the  appointment  of  the  temporary 
receiver? 

The  Chairman.  At  the  time  this  telegram  was  shown  to  the  oonrt 
on  that  day? 

Mr.  Terhune.  I  don't  remember  meeting  him  then:  he  was  in 
there  the  day  the  permanent  receiver  was  appointed.  I  just  might 
say  this :  It  is  the  custom,  not  only  the  custom  but  the  law,  to  apply 
for  the  appointment  of  a  temporary  receiver  without  notice  on  a 
showing  that  the  corporation  is  insolvent.  That  is  the  usual  and 
customary  method  which  I  followed  in  this  particular  case;  and 
Mr.  Thorgrimson  at  the  time,  if  they  had  any  doubts  about  it,  they 
can  make  application  at  once  to  set  aside  tne  ^temporary  receiver 
and  show  they  are  solvent;  and  no  such  application  was  made  in 
this  case;  and  when  it  came  up  to  the  permanent  receiver,  some  17 
days  thereafter,  Mr.  Thorgrimson  admitted  it  in  open  court  that  the 
defendant  company  was  insolvent  and  therefore  tnere  was  a  neces- 
sity for  the  appointment  of  a  permanent  receiver  on  account  of  its 
insolvency. 

The  Chairman.  Was  Mr.  Thorgrimson  there  at  any  time  when 
Mr.  Cosgrove  had  this  telegram? 

Mr.  Terhune.  That  I  could  not  tell  you. 

The  Chairman.  And  you  do  not  remember  whether  he  was  there 
the  morning  that  Mr.  Bevelle  was  there  ? 

Mr.  Terhune.  No  ;  I  do  not. 

The  Chairman.  Do  you  remember  having  some  talk,  you  and  Mr. 
Cosgrove,  with  Mr.  Bevelle  about  that  telegram  ? 

Mr.  Terhune.  Yes.  Mr.  Eevelle  was  very  much  exercised  over 
the  matter  and  he  wanted  to^well,  he  wanted  to  be  appointed  re- 
ceiver himself  is  the  wav  I  looked  at  it. 

The  Chairman.  Did  he  tell  you  so  that  morning? 

Mr.  Terhune.  No ;  but  I  got  that  from  other  people. 

The  Chairman.  Was  he  very  much  exercised  that  morning  when 
he  was  talking  about  it  ? 

Mr.  Terhune.  Very  much  so ;  yes. 

The  CirAiRMAN.  But  he  did  not  say  anything  about  his  being  ap- 
pointed receiver? 

Mr.  Terhune.  No ;  he  did  not  that  morning. 

The  Chairman.  Are  you  quite  sure  that  Mr.  Cosgrove  did  not, 
when  he  was  in  there  before  Judge  Allen,  object  to  the  appointment 
of  Capt.  Blain  as  receiver? 

Mr.  Terhune.  Well,  that  I  am  not  sure  of.  I  know  that  he  did 
not  advocate  his  appointment,  because  he  told  me  that  morning,  and 
he  told  me  before  that  time  and  after,  that  he  did  not  want  Capt 
Blain  in  there  because  it  would  tend  to  provoke  criticism,  just  going 
out  of  the  position  he  was  in  there  with  the  Fleet  Corporation  into 
the  receivership  of  this  insolvent  concern ;  and  I  am  frank  to  say  he 
was  not  very  well  pleased  because  I  wanted  him  in  there,  and  I  told 
him  I  did  not  care  a  damn  for  criticism,  if  I  could  get  the  money 
from  the  Government  for  my  client  and  the  rest  of  the  creditors; 
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but  when  I  found  Judge  Allen  was  so  much  opposed,  then  I  sug- 

S)sted  to  him  the  appointment  of  Mr.  Dawson,  and  so  said  to  Capt. 
lain;  in  fact,  before  the  appointment  of  the  receiver,  the  tern-, 
porary  receiver,  and  the  drawing  of  the  papers,  I  tried  for  three 
Tveeks  to  get  Meacham  to  pay  my  claim,  and  I  could  not  get  anything 
there,  I  could  not  get  anywhere  with  it  down  there  at  the  plant; 
and  at  any  rate  I  wrote  the  Shipping  Board  a  letter  and  told  them  if 
they  did  not  do  something  to  try  to  pay  my  claim  I  was  going  to 
put  the  company  into  the  hands  of  a  receiver  whether  they  liked  it 
or  not.  I  never  told  Cosfi^rove  anything  about  the  receiver,  but 
Tvhen  I  got  the  papers  ready  I  asked  Capt.  Blain  to  name  two  or 
three  men,  and  asked  him  if  he  would  have  any  objection  to  his  being 
appointed  receiver,  temporary  receiver,  because  I  knew  I  would  have 
to  get  a  ^ood  man  in  there  who  would  be  satisfactory  to  the  mem- 
bers of  the  Shipping  Board  or  I  would  not  get  very  far  toward 
getting  my  money. 

The  Chaibman.  Do  you  imderstand  that  you  did  get  a  man  in 
there  who  was  satisfactory  to  the  Shipping  fioard? 

Mr.  Terhtjne.  Yes. 

The  Chairman.  Who  expressed  satisfaction  on  behalf  of  the  Ship- 
ping Board? 

Mr.  Terhtjne.  Capt.  Blain. 

The  Chairman.  At  his  appointment  ? 

Mr.  Terhunb.  Capt.  Blam;  and  I  just  asked  him  whether  he 
would  have  any  objections  to  him,  and  he  said  no^ 

The  Chairman,  Did  he  have  any  objection  to  any  of  the  other 
men  you  named  ? 

Mr.  Terhune.  No. 

The  Chairman.  Was  there  a  gentleman  named  Bowles  connected - 
with  the  Northwest  or  North  Pacific  Steel  Co.  ? 

Mr.  Terhune.  The  Northwest  Steel  Co. 

The  Chairman.  Yes? 

Mr.  Terhune.  Yes ;  Mr.  J.  R.  Bowles  is  the  president. 

The  Chairman.  Where  is  the  head  office  of  that  company? 

Mr.  Terhune.  Portland. 

The  Chairman.  Do  you  remember  what  day  of  the  week  the  tem- 
porary receiver  was  appointed  ? 

Mr.  Terhune.  No ;  I  could  not  tell  you.  But  I  had  no  conference 
with  anybody.  I  did  not  know  Mr.  Meacham;  I  did  not  know  him 
until  the  day  the  temporary — the  permanent  receiver  was  appointed. 
Never  saw  Meacham  or  Babcock  and  knew  nothing  about  them,  for 
or  against  them. 

The  Chairman.  This  talk  that  you  had  with  Capt.  Blain,  do  you 
think  that  was  the  day  before  ? 

Mr.  Terhune.  That  was  the  day  before.  I  brought  the  matter  up, 
as  I  remember  it,  the  next  morning. 

The  Chairman.  Was  Mr.  Cosgrove  present  at  any  other  time  when 
you  were  consulting  Judge  Allen  with  reference  to  the  receivership  ? 

Mr.  Terhune.  With  Judge  Allen  ? 

The  Chairman.  Yes. 

Mr.  Terhune.  I  am  almost  confident  he  was  not.  I  know  he 
refused — I  tried  to  get  him  up  there  the  last  time  prior  to  the  appoint- 
ment of  the  permanent  receiver,  and  he  refused  to  have  anything 
to  do  with  it. 
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The  Chairman.  You  were  appointed  the  attorney  for  the  receiver 
by  Mr.  Heifner? 

Mr.  Terhune.  Yes,  sir. 

The  Chairman.  Did  you  know  that  Judge  Allen  recommended 
your  appointment? 

Mr.  Terhune.  Yes;  Judge  Allen  called  me  up  and  asked  me 
whether  I  would  serve.  He  said  to  me  that  I  was  familiar  with  tiie 
matter  and  that  he  would  like  me  to  serve  as  one  of  the  attomeya 
Those  are  his  identical  words,  and  I  told  him  I  would  be  glad  to  do  so. 

The  Chairman.  And  later  you  were  appointed? 

Mr.  Terhune.  Yes. 

The  Chairman.  I  think  that  is  all. 

Mr.  Keixey.  You  had  your  own  office  in  Seattle  at  that  time? 

Mr.  Terhune.  Yes. 

Mr.  Kelley.  And  this  client,  the  Northwest  Steel  Co. — ^is  that  the 
name  of  the  concern? 

Mr.  Terhune.  Yes. 

Mr.  Kelley.  Is  at  Portland? 

Mr.  Terhune.  Yes. 

The  Chairman.  Are  you  the  regular  attorney  for  the  company? 

Mr.  Terhune.  I  attend  to  all  of  its  business  in  the  State  of  Wash- 
ington, and  I  have  done  so  for  a  number  of  years — ^for  the  last  10 
years. 

The  Chairman.  How  did  Mr.  Cosgrove  happen  to  be  with  you 
when  you  asked  for  the — when  you  made  the  recommendation  fpr 
the  receiver? 

Mr.  Terhune.  He  was  not  present. 

The  Chairman.  For  the  permanent  receiver? 

Mr.  Terhune.  He  was  not — oh,  the  permanent  receiver? 

The  Chairman.  Yes. 

Mr.  Terhune.  He  was  not  present  then,  except  on  one  occasion, 
when  he  came  up  there  to  protest  against  allowing  a  certain  man— 
this  man  Price,  for  Meacham  &  Babcock — ^to  have  access  to  the  books 
of  the  company. 

The  Chairman.  Oh,  yes:  you  were  before  the  judge  in  chambers 
on  another  errand  entirely? 

Mr.  Terhune.  Yes;  it  was  not  formally  up  for  discussion.  I  had 
already  discussed  it  with  him  before  that  tuniB — ^the  matter  of  the 
appointment  of  a  permanent  receiver. 

The  Chairman.  And  then  you  took  up  the  matter  of  the  perma- 
nent receiver  with  the  judge? 

Mr.  Terhune.  Yes. 

The  Chairman.  And  recommended  Mr.  Blain? 

Mr.  Terhune.  Yes ;  and  I  stated  my  reasons  to  him,  as  I  have  just 
stated  to  this  committee. 

The  Chairman.  And  Mr.  Cosgrove  did  not  take  much  part,  if  any, 
in  the  conversation? 

Mr.  Terhune.  Very  little. 

The  Chairman.  Was  the  sitting  such  that  the  judge  could  reason- 
ably infer  that  you  were  there  on  behalf — ^there  on  the  matter  of  the 
receivership  and  that  you  were  acting  spokesman  and  Mr.  Cosgrove 
remaining  silent  and  that  you  were  agreed  on  the  question  of  the 
receivership  ? 
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Mr.  TsRHXTNE.  I  don't  know ;  I  don't  think  so. 

The  Chairman.  Would  that  have  been  the  natural  inference? 

Mr.  Tbrhitne.  I  do  not  jud^  so,  because  he  knew  we  were  up  there 
to  protest  against  another  thing,  and  we  got  to  talking  incidentally 
about  the  receivership. 

The  Chairman.  And  you  favored  Blain? 

Mr.  Terhxtnb.  Yes. 

The  Chairman.  And  Mr.  Cosgrove,  representing  the  Government*, 
said  nothing? 

Mr.  TsRHUNE.  Said  nothing,  practically. 

The  Chairman.  At  least  he  did  not  oppose  the  nomination  you 
made? 

Mr.  Terhune.  Well,  I  am  not  sure  about  that ;  he  may  have  stated 
that.  I  am  not  certain.  I  want  to  say  Judge  Allen  named  two  or 
three  men  that  he  would  like  to  appoint;  it  was  a  general  discussion 
about  the  men  who  would  be  competent  for  the  appointment  as  re- 
ceiver. 

The  Chairman.  I  presume  it  was  not  necessary  for  Mr.  Cosgrove 
to  offer  much  opposition  to  the  appointment  of  Mr.  Blain  after  you 
made  the  proposition,  was  it,  if 

Mr.  Terhune.  No;  it  was  not. 

The  Chairman.  The  court  immediately  refused  to  consider  it? 

Mr.  Terhune.  That  court  immediately  jimiped  on  it. 

The  Chairman.  Took  a  position  against  the  nomination? 

Mr.  Terhune.  There  was  no  doubt  about  it;  the  court  jumped  on 
us  immediately,  and  particularly  on  me.  He  stated  that  on  account 
of  what  he  had  known  as  United  States  district  attorney  he  would 
not  appoint  him,  and  that  is  about  as  much  as  anybody  could  say. 

The  Chairman.  Yes.  In  any  of  your  conferences  with  the  credi- 
tors, and  before  the  appointment,  before  the  application  for  the  re- 
ceiver was  made,  did  you  go  over  the  matter  with  Mr.  Blain? 

Mr.  Terhune.  Not  at  all. 

The  CHAHtMAN.  He  did  not  know  you  were  going  to  make  the  ap- 
plication ? 

Mr.  Terhune.  Oh,  yes;  he  knew  I  was  was  ^oing  to  make  the  ap- 
plication because  I  was  going  to  make  him — ^give  him  10  days  to  do 
something,  or  else  I  would  bring  a  suit  and  ask  for  the  appointment 
of  a  receiver ;  and  I  got  a  letter  back  from  him  in  which  he  said  he 
was  unable  to  advise  me  what  to  do ;  and  then,  of  course,  I  had  to 
either  back  down  or  go  ahead. 

The  Chairman.  Now,  it  has  been  testified  here  that  a  settlement 
had  been  made  with  your  client  by  the  issuing  of  an  acceptance  or 
a  check  dated  ahead,  I  imagine  they  amount  to  the  same  thing,  and 
that  creditor  was  willing  to  take  that,  and  that  the  auditor  of  the 
Shipping  Board  had  consented  to  it,  and  everything  was  agreeable, 
and  that  your  client  was  not  pressing  his  claim  at  aU;  now,  how  did 
they  happen  to  change  their  mind  if  your  testimony  is  correct? 

Mr.  TERHUNE.  I  dont'  know  anything  about  that ;  that  is  something 
I  never  heard  anything  about;  they  sent  the  claim  up  to  me  with 
instructions  to  get  the  money,  and  it  took  me  some  three  weeks;  and 
Mr.  Meacham  was  going  to  get  the  money,  and  they  even  got  me  to 
send  down  to  Portland  and  get  three  certified  copies  of  all  of  the 
vouchers,  the  various  vouchers,  and  as  soon  as  I  could  get  them  up 
here  and  come  down  and  get  a  check,  and  it  went  on  and  nothing  was 
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done.    I  doubt  that  very  much,  whether  that  is  true  or  not,  because 
the  Northwest  Steel  Co.  don't  do  busmess  that  way. 

The  Chairman.  So  far  as  you  know,  then,  no  acceptance  was  ever 
issued  by  Meacham  <&  Babcock  to  your  client? 

Mr.  Terhxjne.  There  was  not. 

The  Chairman.  And  not  accepted  by  your  client? 

Mr.  Tbrhune.  Not  that  I  know  of ;  I  never  heard  of  it. 

The  Chairman.  Did  you  have  any  other  dients,  creditors  of 
Meacham  &  Babcock? 

Mr.  Terhune.  Yes ;  the  Palace  Co. 

The  Chairman.  How  much  was  their  claim? 

Mr.  Terhune.  And  incidentally,  through  other  attorneys,  a  num- 
ber of  other  claims :  but  they  were  all  lookmg  to  me. 

The  Chairman.  How  much  was  that  claim? 

Mr.  Tsrhitne.  I  don't  remember. 

The  Chairbcan.  Who  was  the  largest  creditor? 

Mr.  Terhune.  Well,  I  tliink  the  Seattle  Plumbing  &  Supply  Co. 
was  the  largest  creditor. 

The  Chairman.  Were  they  clients  of  yours? 

Mr.  Terhune.  No  ;  they  were  Mr.  Eevelle's  client 

The  Chairman.  Was  the  Northwest  Steel  Co.,  did  they  have  the 
largest  claim  of  any  of  your  clients? 

Mr.  Terhune.  Yes;  that  I  directly  represented;  there  were  a  num- 
ber of  attorneys  around  here  who  were  in  more  or  less  close  touch 
with  the  situation  and  were  expecting  me  to  do  something. 

The  Chairman.  I  was  rather  interested  in  the  remark  you  made, 
but  I  didn't  understand  it  quite,  as  the  reason  you  wanted  Blain  as 
receiver  because  you  could  get  your  money  out  of  the  Government 
for  your  client;  why  was  he  any  different  tvom  any  other  man? 

Mr.  Terhune.  He  was  more  competent;  he  understood  how  to 
build  ships ;  he  could  build  them  cheaper  than  the  average  man  who 
might  be  appointed  receiver.  He  was  also  familiar  with  and  in  good 
standing  with  the  Shipping  Board  not  only  here  but  in  the  East; 
and  he  was  acquainted  with  the  methods  of  making  up  claims  for 
extras  and  all  those  things  which  Meacham  &  Babcock  claims  were 
due  for  from  the  Government. 

The  Chairman.  You  expected  to  get  that  money  from  the  opera- 
tion of  the  plant  over  there? 

Mr.  Terqune.  Yes ;  and  from  the  extras. 

The  Chairman.  When  did  you  conceive  the  idea  that  the  Govern- 
ment would  buy  up  these  claims  and  give  you  your  cash  at  once? 

Mr.  Terhune.  We  conceived  it  before  we  ever  brought  the  suit, 
because  we  considered  that  the  Government  was  morally  responsible; 
that  the  men  had  supplied  the  material,  relying  upon  the  Govern- 
ment; and  they  being  Government  ships,  there  is  no  doubt  about  that; 
and  every  man  who  supplied  material  to  ships  in  the  city  of  Seattle 
considered  the  Government  morally  responsible  to  pay  them,  and  the 
Government  recognized  that  obligation. 

The  Chairman.  Then  you  had  it  in  your  mind  from  the  start  of 
selling  these  claims  to  the  Shipping  Board  ? 

Mr.  Terhune.  I  don't  know  about  selling  them,  but  the  Grovem- 
ment  ought  to  take  over  their  claims  and  make  proper  settlement 
with  Meacham  &  Babcock. 
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The  Chaibman.  That  is  what  it  means  by  selling  them  ? 

Mr.  Terhune.  Practically  the  same  thing. 

The  Chairman.  You  had  an  arrangement  to  that  effect  with  Mr. 
Blain,  didn't  you  then,  before  the 

Mr.  Tehhune.  No. 

The  Chairman  (continuing).  The  receivership  was  instituted? 

Mr.  Terhune.  Never  discussed  it  with  him;  never  discussed  it 
with  him. 

The  Chairman.  What  about  this 

Mr.  Terhune.  I  never  talked  but  once  with  Blain. 

The  Chairman.  What  about  Mr.  Cosgrove;  did  he  suggest  the 
Shipping  Board  would  do  that? 

Mr.  Terhune.  No  ;  I  never  discussed  that  matter  with  Cosgrove. 

The  Chairman.  When  was  the  first  time  you  ever  did  talk  it  over 
with  Cosgrove,  and  made  the  proposition  to  him  to  have  the  Govern- 
ment buy  these  claims? 

Mr.  Terhune.  After  the  temporary  receiver  was  appointed. 

The  Chairman.  And  who  did  vou  talk  to  then  ? 

Mr.  Terhune.  I  took  it  up  then  with  Mr.  Blain  and  Mr.  Cosgrove 
as  attorney  for  them. 

The  Chairman.  Did  you  meet  with  any  response  at  all  on  the 
proposition? 

Mr.  Terhune.  Well,  I  don't  know  that  I  did. 

The  Chairman.  You 'got  it  over,  anyway?    Right  away? 

Mr.  Terhune.  No;  it  certainly  was  not  through  right  awav.  If 
you  ever  did  business  with  the  Government,  you  mow  you  could  not 
do  it  ricrht  away. 

The  Chairman.  When  did  you  get  your  money  ? 

Mr.  Terhune.  It  took  us  about  three  months  to  get  our  money 
after  they  agreed  to  it. 

The  Chairman.  Just  how  did  you  enter  into  the  agreement,  and 
what  was  the  nature  of  the  agreement?  Who  made  it,  and  what 
was  the  understanding? 

Mr.  Terhune.  They  agreed — ^the  nature  of  the  agreement  was 
they  would  buy  the  claims  up ;  and  they  would  be  recognized  as  a 
prior  liability  against  any  money  that  would  be  coming  froni  the 
Government  on  a  settlement.  In  other  words,  they  would  be  an 
offset  against  the  claims  on  the  Government,  the  claims  of  Meacham 
&  Babcock  against  the  Government. 

The  Chairman.  In  other  words,  they  allowed  these  claims  and 
paid  these  claims  on  vouchers. 

Mr.  Terhune.  Yes ;  they  had  to  be  O.  K'd  by  the  receiver,  and  the 
resident  auditor,  Mr.  Deane,  I  think. 

The  Chairman.  And  they  paid  the  money  into  the  hands  of  the 
receiver  and  he  turned  it  over  to  you  ?  . 

Mr.  Terhune.  Well,  I  don't  Imow  about  that;  I  think  they  were 

Said  directly  to  the  creditors ;  I  know  I  received  a  notice  from  the 
forthwest  Steel  Co.  they  had  been  paid,  and  that  is  the  only  thing 
I  know  about  the  pavment. 

The  Chairman.  Were  there  any  commissions  paid  to  anyone  in 
connection  with  this  transaction? 
Mr.  TiaiHUNE.  What  do  you  mean  by  that — commissions? 
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The  Chairman.  Well,  commissions  of  any  sort  at  all  for  the  gath- 
ering up  of  the  claims;  you  imderstand  how  these  claims  are  some- 
times handled? 

Mr.  Terhijne.  Not  that  I  know  of. 

The  Chairman.  I  mean  outside  of  yourself  as  attorney.  I  know 
you  gathered  them  up,  but  did  you  have  to  pay  any  commissions  to 
anybody  else? 

Mr.  Terhtjne.  No  ;  I  don't  do  business  that  way. 

The  Chairman.  I  do  not  mean  that  in  any  offensive  way  at  all, 
Mr.  Terhime;  but  I  want  to  find  out  what  the  fitcts  are  if  you 
had  to? 

Mr.  Terhijne.  No;  I  never  heard  of  any  commissions;  and  no- 
body ever  asked  me  for  any^  and  I  did  not  pay  anybody  any. 

liie  Chairman.  In  gathermg  up  a  large  number  of  claims  like 
this,  and  getting  them  all  in  shape,  did  you  do  that  yourself? 

Mr.  Tebhune.  Oh,  no ;  I  did  not  put  any  claims  in  except  a  few 
that  I  represented  either  directly  or  indirectly  through  other  attor 
neys  who  asked  me  to  represent  those  claims. 

The  Chairman.  Didn't  the  other  creditors  pay  anything? 

Mr.  Tebhune.  A  big  bunch  of  them,  I  guess  90  per  cent  of  them, 
came  through  the  Merchant's  Association. 

The  Chairman.  Did  you  get  your  entire  fee  from  the  one  client? 

Mr.  Terhune.  That  is  the  Northwest  Steel  Co. 

The  Chairman.  The  $1,700  claim? 

Mr.  Terhune.  Yes. 

The  Chairman.  There  must  have  been  a  good  deal  of  work  in 
connection  with  getting  the  things  straightened  out;  it  would  or- 
dinarily seem  as  though  you  could  not  get  a  sufficient  fee  out  of  a 
claim  of  $1,700  to  warrant  all  that  work? 

Mr.  TiaiHUNE.  Well,  you  have  got  to ;  they  are  regular  clients,  and 
you  have  got  to  charge  according  to  what  they  will  stand  for.  Some- 
times on  larger  claims  I  can  make  more  money  out  of  them;  while 
on  smaller  claims  I  can  not  charge  so  much.  I  get  all  I  can,  I  as- 
sure you. 

The  Chairman.  That  is,  all  that  is  reasonable? 

Mr.  Terhune.  That  is  all  they  will  reasonably  stand  for. 

The  Chairman.  Any  other  questions,  Mr.  Hadley? 

Mr.  Hadley.  No ;  I  do  not  think  of  anything.  I  think  it  has  all 
been  covered.  In  your  conversation  with  Judge  Allen,  at  the  time 
that  Mr.  Cos<rrove  was  present,  concerning  which  you  have  been 
interrogated,  was  the  conversation  the  nature  of  which  you  have 
stated,  and  considering  the  lapse  of  time,  that — ^was  it  such  that  rea- 
sonable men  having  strict  regard  for  their  own  integrity  would  oi 
miffht  remember  such  conversation  differently? 

Mr.  Terhune.  Oh,  yes;  that  is  true,  and  that  is  quite  j>ossible, 
but  it  don't  seem  to  me  possible — Judge  Allen  must  be  mistaken 
about  that,  because  I  know  personally  that  Mr.  Cosgrove  was  opposed 
to  Mr.  Blain  going  in  there,  and  upon  the  occasion  I  first  mentioned 
it  to  him  he  opposed  it  because  he  did  not  want  any  criticism  coming 
to  Blain. 

Mr.  Kellet.  I  thought  the  judge  was  the  reason  you  dropped  it! 

Mr.  Terhune.  No. 

Mr.  Kelley.  Because  he  showed  hostility  to* it  at  once? 
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Mr.  Terhune.  Well,  he  did,  but  I  still  suggested  it  to  him,  his 
name,  and  I  also  suggest  Mr.  Dawson's  name  at  the  same  time,  and 
those  were  the  only  two  I  suggested. 

Mr.  Hadley.  Have  you  ever  had  any  judgments  for  or  against 
Capt.  Blain? 

Mr.  Terhune.  I  do  not  know  the  man ;  I  only  had  one  conversa- 
tion with  him  in  my  life,  and  that  was  the  morning  before  I  made 
the  application  for  the  temporary  receiver.  I  would  not  have  known 
him  ^y  more  than  I  would  k£ow  any  member  of  this  committee 
before  except  this  one  meeting. 

Mr.  Hadley.  Was  that  in  March? 

Mr.  Terhune.  That  was  in  March,  the  10th,  the  day  before  I  made 
my  application. 

Mr.  Hadley.  You  said  that  is  the  first  time  you  ever  saw  him; 
was  it  the  last? 

Mr.  Terhune.  I  never  saw  him  until  afterwards.  The  first  time  I 
ever  talked  to  him  I  would  not  have  known  him  if  I  had  seen  him 
then. 

Mr.  Hadley.  And  the  occasion  of  your  talking  with  him  then  was 
to  ascertain  whether  he  had  objection  to  certain  men  you  thought  of 
suggesting  their  names  for  appointment  by  Judge  Allen  ? 

Mr.  Terhune.  Yes ;  because  I  thought  we  would  have  to  get  some 
one  who  the  Shipping  Board  would  not  oppose. 

Mr.  Hadley.  Why  did  you  think  that  ? 

Mr.  Terhune.  Well,  I  know  if  you  have  got  to  do  business  with 
the  Shipping  Board  or  with  any  other  division  of  the  Government 
you  must  have  some  man  in  whom  the  local  officers  have  confidence; 
some  confidence. 

Mr.  Hadley.  As  I  understand  your  testimony,  it  was  to  the  effect 
that  you  realized  this  proposition  would  probably  have  to  be  passed 
upon  by  the  Shipping  Board  rather  than  some  other  outside  concern  ? 

Mr.  Terhune.  Yes;  absolutely;.  First,  as  I  thought  of  itj  they 
would  have  to  have  some  shipbuilder,  or  some  man  engaged  m  the 
shipping  game,  who  knew  something  about  building  ships,  and, 
second,  we  would  have  to  have  a  man  who  they  had  confidence  in, 
and  not  somebody  who  would  just  go  ahead  and  spend  money,  but 
would  spend  the  money  getting  in  the  claims,  and  do  the  work  right, 
and  who  they  could  trust. 

Mr.  Hadley.  You  were  the  attorney  for  the  Northwest  Steel  Co., 
and  have  been  for  years? 

Mr.  Terhune.  Yes. 
•     Mr.  Hadley.  And  they  sent  you  a  claim  of  $1,700  for  collection? 

Mr.  Terhune.  Yes. 

Mr.  Hadley.  And  after  some  diligence  you  had  not  been  able  to 
collect  it? 

Mr.  Terhune.  Yes. 

Mr.  Hadley.  And  in  pursuance  of  your  duty  as  an  attorney  you 
instituted  this  suit  and  asked  for  a  receiver? 

Mr.  Terhune.  Yes. 

Mr.  BUdley.  That  is  suggested  by  one  of  my  associates  on  the 
committee.  While  it  did  not  involve  a  great  deal  of  money,  I  under- 
stand, they  were  your  regular  client,  and  had  been  such  tor  years; 
and  you  considered  it,  not  from  the  standpoint  of  what  you  would 
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get  out  of  the  suit  but  as  your  duty  to  prosecute  it  to  the  best  pos- 
sible advantage?* 

Mr.  Terhunb.  Yes;  certainly.  I  have  had  one  other  claim — ^no; 
two  other  claims,  I  think  it  was,  one  against  the  Allen  Shipbuilding 
Co.,  against  which  I  had  a  claim  previous  to  this  for  the  Northwest 
Steel  Co.,  and  I  presented  it,  and  Mr.  Allen  said  he  would  get  me 
the  money,  and  he  finally  got  it  for  me,  and  I  did  not  have  to  insti- 
tute any  litigation. 

Mr.  HADi;Er.  As  another  thing  relating  to  this  matter  about  the 
matter  of  the  acceptance,  whether  or  not  there  had  been  an  accept- 
ance or  not  agreed  upon,  you  did  not  know  anything  about  that? 

Mr.  Terhune.  I  Imow  nothing  about  it,  except  I  know  they  did 
get  their  money. 

Mr.  HadiiEy.  If  it  did  occur  it  was  not  brought  to  your  attention? 

Mr.  Terhune.  Yes;  they  told  me  nothing  about  it,  and  Mr. 
Meacham  never  said  anything  to  me  about  it;  I  was  out  there  and 
talked  with  him  for  three-quarters  of  an  hour  one  day  about  the 
claim,  and  he  claimed  there  was  some  blow  back  on  overcharges  or 
freight  rates,  and  when  I  asked  him  to  get  the  books  he  went  to  the 
books  for  15  or  20  or  30  minutes,  and  he  could  not  produce  anything: 
he  just  said  if  I  would  get  these  certified  copies  ot  all  vouchers  that 
he  would  have  them  O.  K'd  and  give  them  to  Deane  and  have  a 
check  made  for  the  full  amount;  and  I  sent  and  got  them,  but  I 
never  saw  the  monev. 

Mr.  Hadoiy.  Was  there  ever  any  application  made  for  setting 
aside  the  order  for  the  appointment  of  the  temporary  receiver? 

Mr.  Tekhunb.  Not  a  thing;  no.  This  was  not  anything  unusual. 
This  is  just  the  ordinary  case,  the  same  as  if  I  represented  anybody 
else  and  sued  any  other  concern. 

Mr.  Hadley.  That  is  what  I  am  asking  for,  to  ascertain  whether 
there  was  anything  unusual  about  the  transaction. 

Mr.  Terhune.  Absolutely  nothing;  it  was  the  ordinary  course  of 
litigation  anybody  would  engage  in. 

Mr.  Haducy.  After  the  interests  of  the  creditors  and  the  stock- 
holders and  the  Government  had  merged  into  representation  in  the 
form  of  a  receiver  de-signated  by  the  court,  the  court  then  saw  fit  to 
suffffest  your  name  as  counsel  for  the  receiver? 

Mr.  Teriittne.  That  is  right,  he  did. 

Mr.  HadIaEy.  That  was  satisfactory  to  you  and  you  agreed  to  it? 

Mr.  Terhune.  Yes. 

Mr.  Hadley.  At  the  time  had  you  solicited  it  in  any  way  ? 

Mr.  Terhuxb.  Absolutely  not ;  it  was  a  total  surprise  to  me. 

Mr.  Hadley.  Was  it  anything  unusual  for  the  attorney  for  a  peti- 
tioning creditor  to  be  appointed  as  attorney  for  a  receiver? 

Mr.  Terhune.  It  certainly  is  not;  it  is  a  very  usual  thing  in  this 
country  and  in  this  State. 

Mr.  Hadley.  I  know  that  it  frequently  occurred  in  my  own  prac- 
tice ;  but  it  has  been  several  years  since  I  practiced.  But  it  is  only 
because  of  my  knowledge  of  such  practice  that  I  recall  that  it  was  not 
anything  unusual.    It  has  not  changed  ? 

Mr.  Terhune.  No  ;  the  practice  is  the  same  as  it  was  when  you  were 
practicing  here. 

Mr.  Hadley.  That  is  all. 
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Mr.  KjiLLEY.  Just  a  few  more  questions,  Mr.  Chairman :  While  it 
is  true,  Mr.  Terhune,  that  the  procedure  of  putting  an  insolvent  into 
the  hands  of  a  receiver  is  the  ordinary  piece  of  litigation,  and  ordi- 
narily would  not  attract  much  attention  probably;  but  in  this  case 
this  corporation  was  doing  business  with  nobody  but  the  Govern- 
ment? 

Mr.  Terhune.  Yes. 

Mr.  KEMiEY.  And  all  of  its  income  was  from  the  Government 
sources,  and  this  appears  to  be  the  only  case  where  the  Government 
has  thought  it  wise,  although  many  similar  situations  have  arisen  for 
putting  the  property  into  the  hands  of  a  receiver ;  and  I  wondered  if 
you  know  or  any  circumstances  connected  with  this  case  that  called 
for  so  drastic  a  remedy  when  other  situations  of  a  similar  character 
were  handled  by  the  Fleet  Corporation  direct  ? 

Mr.  Terhune.  I  don't  know  of  any  reason,  except  I  know  this:  I 
don't  think  there  are  anv  similar  cases,  as  far  as  I  know.  It  had 
got  in  this  case  to  such  a  point  that  the  Fleet  Corporation  would  not 
advance  any  more  money  to  pay  the  creditors;  and  that  was  the  dif- 
ference. X  ou  can  not  name  to  me  another  wooden  shipbuilding  con- 
cern in  this  country  in  which  they  got  to  that  stage. 

Mr.  Kelley.  You  know  they  would  not  advance  any  more  money  ? 

Mr.  Terhune.  Yes;  they  would  not  pay  the  ordinary  claims  which 
were  due  at  the  time. 

Mr.  Kelley.  But  the  Fleet  Corporation  had  very  much  more 
money  in  the  Sloan  project,  and  the  Sloan  institution  was  infinitely 
more  obligated  and  worse  than  this  one;  and  yet  they  did  not  put  that 
vard  in  the  hands  of  a  receiver? 

Mr.  Terhune.  They  wanted  to,  some  of  them ;  but  the  Government 
would  not  let  them  do  it. 

Mr.  Foster.  Because  they  were  paying  the  creditors. 

Mr.  Kelley.  And  they  gave  up  this  one  ? 

Mr.  Terhune.  But  they  did  not 

Mr.  Kelley.  Why  did  they  do  one  thing  with  one  corporation  and 
another  thing  with  another  ? 

Mr.  Terhune.  I  don't  know ;  except  that  the  Government  claimed 
they  could  not  trust  them ;  that  was  the  principal  ground  of  it ;  and 
that  is  the  reason,  the  only  reason  that  I  know  of. 

Mr.  Kelley.  They  have  never  shown  much  disposition  to  trust  the 
Sloan  Corporation? 

Mr.  Terhune.  As  to  the  1st  of  January 

Mr.  Kelley.  I  say,  they  have  never  shown  much  disposition  to 
trust  the  Sloan  Corporation? 

Mr.  Terhune.  I  guess  that  is  right.     [Laughter.] 

Mr.  Kelley.  Now,  your  judgment  was  at  the  start,  as  I  under- 
stand it,  that  the  Government,  bv  the  payment  of  these  claims,  did 
the  right  thing — I  mean  by  buying  up  or  paying  these  claims,  and 
then  look  to  Meacham  &  Babcock  for  protection  in  the  settlement 
on  these  ships? 

Mr.  Terhune.  Well,  I  still  think  so;  but 

Mr.  Kelley.  Then  what  was  the  reason,  and  why  did  Capt. 
Blain 

Mr.  Terhune  (interrupting).  The  only  reason  I  can  imagine- 


Mr.  Kelley  (interrupting).  Let  me  ask  the  question:  Why  did 
Capt.  Blain  recommend  that  the  corporation  be  put  in  the  hands 
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of  a  receiver,  when  he  could  have  handled  it ;  what  was  his  answer 
Jo  you  when  you  put  up  the  question  to  him  of  buying  these  claims? 

Mr.  Terhunb.  Well,  I  donlj  know.  He  said  that  he  had  nothing- 
he  could  not  advise  me;  that  is  all. 

Mr.  Keulet.^  Of  course,  if  he  could  buy  a  claim  or  buy  thfe  claims 
after  the  receiver  was  appointed,  he  could  buy  them  before? 

Mr.  Terhune.  He  had  no  authority  to  buy  them  then ;  that  author- 
ity was  given  afterwards,  direct  from  Philadelphia.  He  had  no 
more  authority  than  I  had. 

Mr.  Kelley.  Did  he  ask  for  any  authority  beforehand? 

Mr.  Terhitnb.  I  don't  think  he  did.  During  all  of  this  time,  as 
I  understand  it,  the  Fleet  Corporation  still  insists  that  the  Meacham 
&  Babcock  Shipbuilding  Co.  will  owe  the  Government  money,  and 
the  Government  will  be  the  principal  creditor  after  the  settlement 
was  made;  and  that  is  the  only  reason  they  did  not  advance  any 
money. 

Mr.  Kelley.  The  Government  would  be  the  only  creditor  now, 
after  they  buy  up  all  outstanding  claims? 

Mr.  Terhunb.  I  mean  in  addition  to  those  which  they  bought 
As  I  imderstand  it,  they  claim  they  will  still  be  $100,000  in  the  hole. 

Mr.  Kelley.  Of  course,  you  are  not  committing  yourself  on  that 
proposition  now? 

Mr.  Terhune.  No  ;  I  am  not. 

Mr.  EjBLLEY.  Because  you  are  the  attorney  for  the  receiver? 

Mr.  Terhune.  Absolutely.  But  I  am  telling  you  what  Mr.  Deane 
says. 

Mr.  Kelley.  Your  interests  and  the  Government  interests  are 
hostile :  you  are  on  the  other  side  of  the  fence  ? 

Mr.  Terhune.  Absolutely,  sir;  certainly.  I  am  going  to  get  jiist 
as  much  money  out  of  them  as  I  can. 

Mr.  Kelley.  You  are  the  attorney  for  the  Babcock  interests? 

Mr.  Terhune.  No;  I  am  the  attorney  for  the  receiver. 

Mr.  Kelley.  He  is  operating  the  plant  of  the  Meacham  &  Bab- 
cock Co.? 

Mr.  Terhune.  He  is  operating  the  plant  of  the  shipbuilding  com- 
pany— ^the  corporation — for  the  court? 

Mr.  Kelley.  You  want  to  pay  off  all  of  the  bills  and  want  to 
have  just  as  much  left  as  you  can  for  the  gentlemen  who  own  the 
shipbuilding  company? 

Mr.  Terhune.  Ves.  • 

Mr.  E^LLEY.  It  is  not  your  understanding  that  they  will  owe  the 
Government  any  $100,000  after  they  get  through? 

Mr.  Terhune.  No,  sir;  but  you  ask  me  my  reason  why  I  think 
they  did  that,  and  I  am  telling  you  the  reason  they  say  they  did  it, 
why  the  Government  refused  to  advance  any  more  money  at  that 
time. 

Mr.  Kelley.  When  you  say  "  the  GoTemment "  you  mean  the  local 
officers  of  the  district? 

Mr.  Terhune.  Yes. 

Mr.  Kelley.  And  that  made  it  necessary  to  put  it  into  the  hands 
of  a  receiver  or  do  something  else  ? 

Mr.  Terhune.  Yes. 

Mr.  Kelley.  Suppose  the  Government  should  refuse  to  advance 
money  to  any  corporation  building  ships  in  this  district,  the  largest 
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corporation;  suppose  the  Government  should  refuse  to  pay  for  the 
extras,  or  suppose  they  should  refuse  to  pay  the  money  aue  on  con- 
tracts as  it  matured,  is  there  any  corporation  in  this  district  that 
"would  not  have  to  go  into  the  hancls  of  a  receiver? 

Mr.  Tbrhunb.  No. 

Mr.  E^ELLET.  Then  this  Shipping  Board  local  office  had  the  power 
in  its  own  hands  to  have  ruined  everv  corporation  in  this  district, 
if  they  were  arbitrary  and  wanted  to  do  it  ? 

Mr.  Terhitjje.  No;  I  would  not  say  that. 

Mr.  Kellet.  No;  but  I  say  they  had  the  power? 

Mr.  Terhune.  No;  I  don't  consider  thev  had  or  would. 

Mr.  Kelusy.  No;  I  don't  say  they  would,  but  they  had  the  power? 

Mr.  Terhunb.  I  do  not  think  they  had  the  power  to  do  it;  Phila- 
delphia alone  has  that  power. 

Mr.  KeuejEt.  Yes. 

Mr.  Terhunb.  Headquarters  at  Philadelphia  alone  ha^  that  power; 
they  would  not  permit  it  to  be  done. 

Mr.  Kblley.  I  know ;  but  the  recommendations  of  this  office  that 
no  money  should  be  paid  to  any  corporation  here  would  tie  up  the 
head  office  and  the  other  officers  of  the  Government  so  long  that 
bills  would  not  be  paid  on  time  and  obligations  would  fall  due  that 
could  not  be  met,  and  that  would  embarrass  the  largest  corporation 
in  Seattle? 

Mr.  Terhttne.  It  might. 

Mr.  KETJrKT.  Well,  it  would. 

Mr.  Terhune.  That  would  affect  lots  of  men  who  furnished  ma- 
terial. 

Mr.  Kei^ley.  Then  it  is  no  excuse  at  all  to  say  that  simply  because 
these  local  Government  officers  refuse  to  pay  money  that  this  cor- 
poration was  insolvent,  unless,  as  a  matter  of  fact,  it  could  not 
pay  its  bills  even  after  it  sot  the  money  it  claimed  to  be  due  it? 

Mr.  Terhune.  Well,  all  I  know  is  what  Thorgrimson  admitted 
at  the  time  of  the  hearing,  that  that  corporation  was  insolvent 
before  this  receiver  was  appointed,  and  the  presumption,  I  presume, 
would  be  that  the  court  was  correct  in  the  appointment  of  a  receiver, 
as  it  had  not  been  set  aside  yet. 

Mr.  Foster.  I  understand  you  to  say  that  this  was  and  is  the  usual 
practice  of  the  courts  here? 

Mr.  Terhunb.  Yes. 

Mr.  Foster.  Do  I  understand  that  the  court  is  bound  by  the  decla- 
ration set  forth  in  your  petition  or  is  it  still  in  the  discretion  of  the 
court? 

Mr.  Terhune.  Yes;  absolutely  it  is  within  the  discretion  of  the 
court. 

Mr.  Foster.  The  court,  in  this  case,  could,  in  his  judgment,  if  he 
thought  it  was  proper . 

Mr.  Terhune  (interrupting).  Require  notice? 

Mr.  Foster.  Set  some  date  in  the  future,  even  two  hours  ahead  ? 

Mr.  Terhune.  Yes. 

Mr.  Foster.  And  allowed  the  officers  of  the  corporation  to  come 
in  and  know  that  the  application  was  pending  and  going  to  be  heard  ? 

Mr.  Terhune.  Yes. 

Mr.  Foster.  But  you  say  it  is  not  common  to  do  that. 
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Mr.  Terhune.  No. 

Mr.  Foster.  Were  you  here  when  Judge  AUeu  testified  to-day? 

Mr.  Terhune.  No. 

Mr.  Foster.  Was  the  representation  made  to  him  that  this  was 
with  the  entire  approval  and  sanction  of  the  Fleet  Corporation! 

Mr.  Terhune.  I  don't  know  that  those  particular  words  were  said 

Mr.  Foster.  Or  in  substance  that? 

Mr.  Terhune.  I  said  to  him  the  Fleet  Corporation  was  not  opposed 
to  the  appointment  of  Mr.  Dawson  as  temporary  receiver. 

Mr.  Foster.  Still  you  mean 

Mr.  Terhune.  I  may  state  to  you 

Mr.  Foster.  Was  he  not  assured,  in  substance,  that  this  application 
met  with  the  entire  approval  of  the  Fleet  Corporation? 

Mr.  Terhune.  Yes;  that  it  was  satisfactory  to  them — the  appoint- 
ment of  this  man  was  satisfactory  to  them. 

Mr.  Foster.  You  say  you  represented  the  Northwest  Steel? 

Mr.  Terhune.  Yes. 

Mr.  Foster.  You  represented  or  you  referred  to  some  other  claims 
that  you  represented? 

Mr.  Terhune.  Yes;  the  Bowles  claim — the  Bowles  Co. 

Mr.  Foster.  Mr.  Bowles  was  in  both  companies? 

Mr.  Terhune.  Yes. 

Mr.  Foster.  Are  they  brothers? 

Mr.  Terhune.  They  are  all  in  together  there — ^A.  E.  Bowles  and 
C.  D.  Bowles. 

Mr.  Foster.  Any  relation  to  each  other? 

Mr.  Terhune.  Brothers. 

Mr.  Foster.  T  understood  you  to  tell  Gov.  Kelley  that  your  charge 
was  to  the  Northwest  Steel,  and  was  not  to  both  of  them  t 

Mr.  Terhune.  No  :  I  did  not  make  any  charge  to  the  Bowles  Co. 
for  their  claim? 

Mr.  Foster.  Why  didn't  you  ? 

Mr.  Terhune.  Well,  it  was  a  small  claim,  and  I  did  not  make  any 
charge;  I  did  not  wish  to  make  a  charge;  I  had  represented  the 
Bowles  Co.  for  about  15  years. 

Mr.  Foster.  I  understand  you  had  these  claims  some  weeks  before 
you  filed  this  petition  ? 

Mr.  Terhune.  Yes. 

Mr.  Foster.  And  you  gave  the  Fleet  Corporation  to  understand, 
in  rather  strong  terms,  that  you  must  be  paid  or  you  would  proceed? 

Mr.  Terhui^te.  Yes ;  I  tried  for  three  weeks  or  so  to  get  it  paid. 

Mr.  Foster.  You  had  the  matter  up  with  Blain  ? 

Mr.  Terhune.  After  I  had  it  up,  as  I  remember,  with  the  auditing 
department. 

Mr.  Foster.  This  Mr.  Blain  was  the  same  person  who  had  the  con- 
trol of  all  the  steel  which  could  be  furnished  to  your  client,  wa'sn't  he! 

Mr.  Terhune.  -How  is  that? 

Mr.  Foster.  As  attorney  for  the  Northwest  Steel  Co.  you  bore  in 
your  mind  that  the  same  oflScer  that  you  were  demanding  to  pay  the 
claim  was  the  same  officer  who  had  control  of  the  material  necessary 
for  your  client  to  have  to  run  its  business  ? 

Mr.  Terhune.  I  presume  so. 

Mr.  Foster.  That  was  in  your  mind  at  the  time  you  were  dealing 
with  the  claim  ? 
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Mr.  Terhune.  Certainly  the  Northwest  Steel  C!o.  had  to  haye  Gov- 
ernment-bought steel,  and  so  they  wanted  the  Government  to  pay 
them  when  they  had  sold  to  the  other  people. 

Mr.  Foster.  And  you  realized  if  the  auditor  had  wanted  to  he 
could  withhold  steel  and  could  cause  quite  serious  embarrassment  to 
your  client,  so  that  your  efforts  to  collect  your  claim  from  them  was 
more  of  a  polite  request  than  a  demand  to  pay? 

Mr.  Terhune.  No  ;  I  believed  I  had  waited  about  as  long  as  any- 
body should  wait  for  the  payment  of  a  claim ;  been  twice  oyer  to  the 
Meacham  &  Babcock  Corporation  without  getting  any  satisfaction; 
and  I  felt- that  I  had  waited  long  enough.  I  think  the  Government 
has  some  liabilities,  you  know,  about  these  claims? 
Mr.  Foster.  Oh,  yes. 

Mr.  Terhune.  The  same  as  the  ordinary  individual. 
Mr.  Foster.  My  question  was  directed  more  toward  the  manner 
in  which  you  were  pressing  the  collection  of  your  claim,  with  the 
man  knowing  that  your  client  had  a  large  steel  contract. 

Mr.  Terhune.  I  did  not  consider  that  at  all ;  that  did  not  enter  my 
mind  at  all ;  I  was  trying  to  make  a  collection,  and  I  was  going  to 
make  it  if  there  was  any  way  to  make  it. 

Mr.  Foster.  I  understood  you  to  state  that  when  you  were  in  before 
Judge  Allen  with  Mr.  Cosgrove,  that  "  the  judge  mially  sat  down  on 
both  of  us,  and  particularly  me."  What  caused  you  to  think  that 
the  judge  in  any  way  sat  down  on  Cosgrove  ? 

Mr.  Terhune.  Oh,  well,  w6en  I  suggested  the  name,  I  don't  know 
that  I  said  he  sat  down  on  both  of  us;  but  he  jumped  right  at  the 
conclusion  on  account  of  something-^in  fact,  he  was — ^well,  angry 
about  it. 

Mr.  Foster.  My  question  is,  didn't  you  answer  it 

Mr.  Terhune.  I  do  not  think  he  likes  Blain  very  well. 
Mr.  Foster.  Didn't  you  answer  in  this  language:  "The  judge  sat 
down  on  both  of  us,  particularly  me  " ;  isn't  that  your  language  ?  I 
don't  know  whether  it  was,  I  assume  it  was,  and  I  will  state  to  you 
that  is  the  way  I  took  it  down.  What  entered  your  mind  that  caused 
you  to  think  the  judge  sat  down  on  Cosgrove,  if  he  had  had  no  par- 
ticular conversation  with  the  judge? 

Mr.  Terhune.  He  sat  down  on  everybody  there,  if  you  want  to 
make  it  technical. 

Mr.  Foster.  I  don't  want  to  make  it  technical ;  I  want  to  know  what 
was  in  your  mind  which  induced  you  to  use  that  language — ^that  the 
judge  sat  down  on  Cosgrove  as  well  as  yourself? 

Mr.  Terhune.  I  will  state  to  you,  if  you  want  it  correct:  I  will 
correct  it  and  say,  the  judge  sat  down  upon  me  when  I  made  the 
suggestion. 

Mr.  Foster.  I  have  not  asked  for  a  correction.     I  ask  if  that 
answer  did  not  come  from  you  because  the  attitude  of  Cosgrove  in 
that  moment  when  you  suggested  Blain  was  such  as  to  lead  the  court 
to  believe  that  he  wanted  Blain? 
Mr.  Terhune.  No. 

Mr.  Foster.  And  when  he  turned  it  down  you  thought  he  "  sat 
down  on  both  of  us,"  and  that  is  what  made  you  use  that  language? 
Mr.  Terhune.  No. 
Mr.  Foster.  You  are  quite  sure  that  was  not  it? 
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Mr.  Terhune.  No  ;  I  am  quite  sure. 

Mr.  Foster.  Have  you  any  other  reason  that  you  could  assign  for 
using  that  language? 

Mr.  Terhune.  That  is  just  the  ordinary  language;  that  he  sat 
down  on  everybody;  I  was  not  thinking  of  Cosgrove. 

Mr.  Foster.  You  were  the  only  one  who  made  any  request  of  the 
judge,  weren't  you? 

Mr.  Terhune.  Yes. 

Mr.  Foster,  How  could  he  sit  down  on  any  one  who  made  that 
suggestion  ? 

Mr.  Terhune.  Well,  there  was  a  general  discussion. 

Mr.  Foster.  Did  he  address  any  remarks  in  reply  to  any  statement 
Mr.  Cosgrove  may  have  made? 

Mr.  Terhune.  Not  that  I — I  couldn't  remember  that;  it  was  a 
general  conversation,  just  the  same  as  where  three  men  sit  down  and 
talk  over  things;  we  were  not  there  for  the  purpose  of  discussing 
that  particular  matter. 

Mr.  Foster.  Oh,  it  was  discussed  ? 

Mr.  Terhune.  Yes ;  it  came  up  incidentally ;  yes. 

Mr.  Foster.  But  you  can  thing  of  nothing  now  that  Cosgrove  said 
or  did  that  would  induce  the  court  to  sit  down  on  him,  can  you  ? 

Mr.  Terhune.  No  ;  not  that  I  can  remember.  They  had  some  con- 
versation, I  know. 

Mr.  Foster.  That  is  all. 

Mr.  Keij^t.  I  suppose,  Mr.  Terhune — and  I  ask  this  more  as  a 
matter  of  the  respect  w^hich  I  feel  as  the  committee  is  one  branch  of 
the  Government  assisting  another — ^that  if  the  Shipping  Board  had 
opposed  the  appointment  of  a  receiver  you  would  not  have  succeeded 
in  getting  a  receiver  for  this  company,  would  you  ? 

Mr.  Terhune.  Yes;  I  think  I  would;  I  would  either  get  my  re- 
ceiver or  else  I  would  force  the  Government  to  take  over  the  plant 
and  operate  it  itself,  which  I  understand  they  did  not  want  to  do  at 
that  time.  They  did  not  want  to  engage  directly  in  the  employment 
of  labor ;  as  I  understand  it.  that  was  the  principal  reason  they  did 
not  take  the  plant  over  and  were  willing  to  have  a  receiver;  because 
they  did  not  want  to  directly  become  the  employer  of  labor. 

Mr.  Kelley.  The  showing  you  made  of  insolvency,  as  I  recall  the 
testimony  here,  was  on  the  report  of  the  Shipping  Board  auditor? 

Mr.  Terhune.  iPaii;  of  it. 

Mr.  Kelley.  You  did  not  make  any  suggestions  yourself  of  the 
assets  of  this  corporation,  did  you? 

Mr.  Terhune.  No;  I  did  not;  I  think  there  were  two  affidavits 
filed  which  were  not  opposed ;  and  no  reply  was  made  to  them. 

Mr.  Kelley.  You  came  over  here  to  the  office  of  the  Shipping 
Board  and  got  their  report  and  they  permitted  you  to  see  that  as 
the  basis  of  your  application? 

Mr.  Terhutne.  That  I  don't  remember:  I  got  some  information 
from  them,  as  I  remember,  from  the  auaiting  department;  it  has 
been  some  time  ago  and  I  can  not  remember  exactly.  All  of  the 
papers  are  on  file  in  the  case,  which  will  show  the  affidavits,  upon 
what  they  are  based,  and  everything ;  no  answering  affidavits. 

Mr.  Foster.  Who  made  the  affidavits? 

Mr.  Terhune.  I  don't  remember. 
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Mr.  Footer.  You  say  two  affidavits  were  interposed;  how  soon 
were  they  interposed,  if  you  discovered  the  matter  on  Monday  and 
made  your  apphcation  on  Tuesday? 

Mr.  Terhxtne.  I  know  it  came  up  on  the  application  for  a  tem- 
porary receiver  and  the  order  to  show  cause  why  a  temporary  re- 
ceiver should  not  be  appointed  until  a  permanent  receiver  was 
appointed,  and  that  came  up  in  three  da5;s.  At  that  time  Meacham 
&  feabcock  were  not  ready  to  reply,  and  it  was  then  continued  over 
another  week  and  was  then  continued  for  seven  days;  and  no  an- 
swering affidavits  were  ever  filed ;  and  in  open  court  Mr.  Thorgrmi- 
son  acEnitted  that  the  defendant  corooration  was  insolvent,  and 
for  that  reason  there  was  nothing  else  for  the  court  to  do. 

Mr.  Footer.  The  damage  had  been  done  after  the*  receiver  was 

appointed? 

Mr.  Terhune.  No;  there  was  no  damage  done  at  all.  The  Gov- 
ernment could  have  come  in  and  put  up  the  money  and  gone  ahead 
with  the  construction  of  the  vessels. 

Mr.  Foster.  Can  you  conceive  of  any  harm  to  your  client  had  the 
passing  upon  that  application  for  a  receiver  been  postponed  three 
hours  or  long  enough  to  allow  this  company  to  come  into  court ;  can 
you  conceive  of  any  harm  being  worked  to  your  client  by  that  much 

notice? 

Mr.  Terhiine.  No;  nothing  particular,  but  I  don't  know  as  to 
that ;  there  was  an  emergency;  I  considered  it  an  emergfocy. 

Mr.  Foster.  Was  it  such  an  emergency  that  you  could  not  have 
waited  for  three  hours,  Mr.  Terhune? 

Mr.  Terhtjnb.  Well,  we  don't  have  to  in  this  State,  Mr.  Foster. 

Mr.  Foster.  I  understand  you  don't  have  to  and  that  you  had  the 
ri^ht  to  do  it. 

Mr.  Terhune.  I  have  the  right  to  the  appointment  of  a  receiver, 
as  an  attorney  representing  the  client,  on  the  showing  that  the  com- 
panv  is  insolvent,  and  so  no  further  showing  is  necessary. 

Mr.  Foster.  And  the  question  of  insolvency  can  be  passed  upon 
by  the  court  and  must  be  passed  upon  by  the  court  before  it  will 
appoint? 

Mr.  Terhune.  Yes;  if  it  is  satisfied  in  its  discretion  that  the  cor- 
poration is  insolvent  it  may  appoint  a  temporary  receiver  and  issue 
an  order  to  show  cause  why  it  snould  not  be  made  permanent. 

Mr.  Foster.  In  this  case  the  court  was  satisfied  of  that  on  your 
two  affidavits,  without  any  notice  to  the  company,  to  be  placed  in 
the  hands  of  a  receiver. 

Mr.  Terhune.  Absolutely;  and  no  showing  has  ever  been  made 
that  it  is  solvent  by  Meacham  or  Babcock  or  any  other  of  its  officers ; 
that  is  a  matter  oi  argument,  as  far  as  you  and  I  are  concerned. 

Mr.  Foster.  Perhaps  more  than  argument,  as  I  view  it. 

Mr.  KELiiET.  It  is  probably  fair  to  the  court  to  say  that  probably 
he  acted  on  far  more  than  the  two  affidavits ;  he  probably  acted  upon 
the  report  of  the  Shipping  Board  ? 

Mr.  Terhune.  Probably  so. 

Mr.  Kelley.  He  may  have  relied  upon  that  almost  entirely  in 
granting  this  application. 

Mr.  Terhune.  He  might. 
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The  Chairman.  You  are  reasonably  well  satisfied  after  the  ap- 
pointment of  a  temporary  receiver  with  the  procedure  you  had 
taken  ? 

Mr.  Tebhune.  Yes;  all  of  the  creditors  petitioned  the  court  for 
the  appointment  of  Mr.  Dawson. 

The  Chairman.  How  long  did  you  try  to  get  this  money  from 
Meacham  &  Babcock? 

Mr.  Terhune.  It  must  have  been  five  weeks. 

The  Chairman.  And  after  you  got  the  receiver  appointed,  you 
waited  three  months  more  before  you  got  the  money  from  the  Grov- 
ernment  ? 

Mr.  Terhune.  I  could  not  get  it  any  quicker. 

The  CIiairbJan.  So  that  the  appointment  did  not  hasten  it  any  ? 

Mr.  Terhune.  Indeed  it  did ;  1  do  not  think  I  would  have  gotten 
it  yet  if  I  had  not  put  them  in  the  hands  of  a  receiver. 

The  Chairman.  How  did  you  know  that  Capt.  Blain  was  thought 
well  of  by  the  home  office  in  the  East? 

Mr.  Terhune.  I  presumed  he  was,  because  he  had  been  the  local 
officer. 

The  Chairman.  You  simply  presumed ;  you  did  not  know  anything 
about  it  and  you  don't  know  now,  do  you  ? 

Mr.  Terhune.  Yes ;  I  would  say  that  a  man  who  was  in  that  posi- 
tion for  as  long  a  time  as  he  was  must  have  been  well  thought  of. 

The  Chairman.  He  was  about  to  resign  at  that  time? 

if r.  Terhune.  Yes ;  he  had  resigned ;  he  wanted  to  resign  before, 
but  the  Government  had  asked  him  to  stay. . 

The  Chairman.  How  do  you  know  what  they  thought  of  him  back 
East  at  that  time? 

Mr.  Terhune.  Well,  I  know  generally  men  do  not  stay  in  that  sort 
of  a  position  with  the  power  and  authority  that  Capt.  Blain  had  un- 
less he  is  in  the  confidence  of  the  people  who  are  higher  up. 

The  Chairman.  But  he  was  getting  out  of  their  confidence  at  that 
time? 

Mr.  Terhune.  Np ;  he  was  not  getting  out ;  he  had  resigned  to  go 
into  private  business. 

The  Chairman.  Do  you  know  that  Capt.*  Blain,  shortly  before 
that,  had  been  in  a  New  York  hotel  at  a  gathering,  and  that  another 
department  of  the  Government  from  the  Fleet  Corporation  had 
placed  a  dictagraph  in  position  and  that  certain  officials  back  East 
had  a  record  of  the  conversation  occurring  at  that  gathering? 

Mr.  Terhune.  Np,  sir. 

The  Chairman.  You  did  not  know  that,  did  you  ? 

Mr.  Terhune.  No. 

The  Chairman.  And  you  did  not  know  that  at  that  time? 

Mr.  Terhune.  No. 

The  Chairman.  You  do  not  know  anything  about  the  circum- 
stances surrounding  Capt.  Blain's  resignation,  <fo  youf 

Mr.  Terhune.  No. 

The  Chairman.  Was  this  just  mere  assumption  on  your  part  that 
lie  was  well  thought  of  back  lEast? 

Mr.  Tebhune.  Certainly. 

The  Chairman.  You  thought  if  he  were  the  receiver  that  you 
could  collect  this  thing  up  quicker? 
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Mr.  Terhune.  Certainly ;  that  was  my  idea  of  it. 

The  Chairman.  But  you  did  not  want  to  have  anybody  appointed 
if  he  was  not  satisfactorj*^  to  the  Fleet  Corporation  district  office 
here? 

Mr.  Terbtune.  Certainly. 

The  Chairman.  Did  you  know  that  Mr.  Cosgrove  was  acting  as 
attomw  for  the  Fleet  Corporation  here? 

Mr.  Terhune.  Yes,  sir. 

The  Chairman.  And  Mr.  Cosgrove  had  told  you  that  he  was 
opposed  to  Capt.  Blain  ? 

Mr.  Terhune.  Yes. 

The  Chairman.  But  you  disputed  that,  and  you  went  in  and  rec- 
ommended Capt.  Blain  to  the  judge? 

Mr.  Terhune.  Yes;  he  was  not  opposed  to  him  on  account  of  any- 
thing against  Capt.  Blain,  but  he  thought  he  might  be  subjected  to 
criticism. 

The  Chairman.  He  was  opposed  to  his  appointment,  wasn't  he? 

Mr.  Terhune.  On  the  ground  he  might  be  criticized. 

The  Chairman.  He  was  opposed  to  Capt.  Blain  being  appointed 
receiver? 

Mr.  Terhune.  Yes ;  on  that  ground,  and  that  is  the  only  ground. 

The  Chairman.  He  told  you  that,  didn't  he? 

Mr.  Terhune.  Yes ;  he  told  me  that. 

The  Chairman.  And  you  knew  he  was  acting  for  the  Fleet  Corpo- 
ration district  office  here? 

Mr.  Terhune.  No  ;  I  did  not. 

The  Chairman.  You  did  not? 

Mr.  Terhune.  No,  sir;  that  was  a  personal  matter  between  Mr. 
Cosgrove  and  myself. 

The  Chairman.  What  was  there  personal  about  it  ? 

Mr.  Terhune.  Because  I  have  known  him  as  a  friend  for  about 
12  years. 

The  Chairman.  Did  you  go  around  and  ask  all  of  your  friends  if 
they  were  or  would  be  opposed  to  Capt.  Blain's  appointment  as 
receiver  for  Meacham  &  Babcock  shipyard? 

Mr.  Terhune.  No  ;  I  did  not ;  I  asked  Cosgrove. 

The  Chairman.  You  just  asked  him? 

Mr.  Terhune.  Yes. 

The  Chairman.  You  did  not  know  he  was  counsel  for  the  board? 

Mr.  Terhune.  Yes;  I  knew  he  was  counsel  for  the  Shipping 
Board. 

The  Chairman.  And  that  is  how  he  happened  to  go  down  there 
that  day,  wasn't  it,  with  you  to  the  judge's  chambers  at  that  time? 

Mr.  Terhune.  Oh,  yes;  but  this  was  before  that  time.  I  met 
Mr.  Cosgrove  every  day  at  the  club  at  lunch. 

The  Chairman.  Yes;  I  presume  so;  but  when  you  went  down 
there  Mr.  Cosgrove  was  the  attorney  for  the  Fleet  Corporation? 

Mr.  Terhune.  Yes :  when  I  went  to  see  the  judge. 

The  Chairman.  And  prior  to  that  time  had  he  told  you  that  he 
was  opposed  to  the  appointment  of  Capt.  Blain  as  receiver? 

Mr.  Terhune.  Yes;  that  he  did  not  think  he  should  be  the  one. 

The  Chairman.  And  yet,  in  spite  of  that,  you  recommended  his 
appointment  to  Judge  Allen? 
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Mr.  Terhune.  Yes,  sir ;  and  I  still  think  that  I  was  right. 

The  Chairman.  Are  there  any  further  questions? 

Mr.  Keli^y.  Was  Capt.  Blain  opposed  to  his  appointment  as 
receiver? 

Mr.  Terhune.  I  never  asked  him;  I  was  seeking  a  man  that  I 
thought  could  help  the  creditors;  I  majr  have  been  wrong. 

The  Chairman.  You  say  you  had  claims  against  the  Allen  Ship- 
building Corporation? 

Mr.  Terhune.  Yes;  I  had. 

The  Chairman.  It  was  not  necessary  to  petition  them  into  a  re- 
ceivership ? 

Mr.  Terhune.  No,  sir. 

The  Chairman.  And  the  Aliens  had  not  had  their  books  audited 
by  one  of  Mr.  Deane's  men.  and  a  report  made  and  presented  show- 
ing the  alleged  condition  oi  their  finances,  had  they? 

Mr.  Terhune.  I  don't  know. 

The  Chairman.  There  was  no  similar  circumstances  in  that  re- 
spect to  the  Meacham  &  Babcock  situation? 

Mr.  Terhune.  I  don't  know;  all  I  know  is,  when  Allen  told  me 
the  Fleet  Corporation  would  pay  him  the  money  and  he  would  pay 
me,  that  he  did  so ;  and  that  is  more  than  I  can  say  of  Meacham. 

The  Chairman.  When  Meacham  said  that,  he  didn't  do  it,  did  he? 

Mr.  Terhune.  No,  sir. 

The  Chairman.  That  is  all,  Mr.  Terhune. 

Mr.  Kellet.  Did  you  ask  Mr.  Deane  to  have  an  audit  made  of 
Meacham  &  Babcock s  books? 

Mr.  Terhune.  No,  sir ;  not  Mr.  Deane.  I  wanted  to  get  -an  audit 
by  a  man  who  was  competent  and  not  prejudiced,  and  Price- Water- 
house  at  first  were  talked  of — Price- Waterhouse  at  first. 

Mr.  K^ELLEY.  I  mean,  now,  before  you  filed  your  application  for 
the  receiver — before  filing  your  application  for  the  appointment  of 
a  temporary  receiver? 

Mr.  Terhune.  No;  I  did  not. 

Mr.  Keli/EY.  Did  vou  ask  Mr.  Deane  if  he  would  find  out  the 
financial  condition  of  this  corporation? 

Mr.  Terhune.  No. 

Mr.  Kelley.  You  did  not? 

Mr.  Terhune.  I  presumed  he  knew,  because  he  had  his  auditor 
out  there. 

Mr.  Kelley.  Did  you  ask  who  was  the  auditor? 

Mr.  Terhune.  That  I  don't  remember. 

Mr.  Kelley.  Where  did  you  get  the  report  or  audit  that  they 
were  insolvent  if  the  Government  paid  its  claims? 

Mr.  Terhune.  Well,  I  must  have  got  it  from  Deane  or  his  office; 
I  don't  know  who  told  me;  I  got  that  from  the  auditing  department. 

Mr.  Kelley.  You  withheld  your  application  for  a  receiver  until 
that  report  was  in,  didn't  you? 

Mr.  Terhune.  No,  sir;  I  was  trying  to  get  the  payment  of  the 
claim ;  and  up  until  that  time  T  still  believed  I  was  going  to  get  it. 

Mr.  Kelley.  You  thought  Mr.  Blain  would  authorize  the  payment 
of  it? 

Mr.  Terhune.  Well,  I  didn't  know  about  Blain,  but  from  the 
representations  of  Meacham  &  Babcock  I  thought  they  were  finally 
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going  to  get  some  money  to  pay  that  claim,  but  they  never  came 
through: 

Ml*.  Foster.  On  what  information  were  the  affidavits  based  when 
you  made  your  oi^inal  application  ? 

Mr.  Teriiune.  WelL  I  don't  now  remember  who  made  the  affidavits, 
but  they  will  show  for  themselves  who  made  them. 

Mr.  Foster.  Suppose  it  was  X  and  Y,  on  what  could  they  have 
been  based,  on  what  could  the  affidavits  have  been  based  ?  The  affi- 
davits have  to  be  positive,  don't  they  ? 

Mr.  Terhune.   i  es. 

Mr.  Foster.  And  as  attorney  in  charge  of  the  affair  of  putting 
this  firm,  a  firm  like  tliis  into  the  hands  of  a  receiver,  haven't  you 
anv  recollection? 

\fr.  Terhune.  No. 

Mr.  Foster,  As  to  wluit  basis  the  affidavits  were  founded  ? 

Mr.  Terhune.  They  were  based  upon  the  fact  the  corporation  was 
insolvent. 

Mr.  Foster.  Wliere  did  the  information  come  from? 

Mr.  Terhune.  It  probably  came  from  the  Fleet  Corporation  and 
from  the  auditing  department;  I  don't  remember  now,  I  have  a  lot 
of  things  that  I  have  to  charge  my  mind  with,  Mr.  Foster. 

Mr.  Foster.  That  is  the  reason.  The  rest  of  the  claims  you  did  not 
class  with  this  steel  concern? 

Mr.  Terhune.  You  could  ^o  up  there  right  now  and  get  the  infor- 
mation upon  which  this  receiver  was  appointed. 

Mr.  Foster.  I  understand  that,  Mr.  Terhune;  but  some  attorneys 
are  not  so  busy  but  what  they  can  remember  the  names  of  the  parties 
on  affidavits  that  are  on  file,  and  especially  a  concern  in  your  own 
home  city  in  the  hands  of  a  receiver,  and  when  they  wrote  the 
affidavits  out? 

Mr.  Terhune.  I  am  telling  you  that  the  basis  of  the  receivership 
was  on  the  fact  that  they  were  insolvent. 

Mr.  Foster.  Of  course,  thev  would  have  to  be;  I  am  not  arguing 
that?  .  ' 

Mr.  Terhune.  And  they  state  the  facts  upon  which  the  receiver 
was  appointed,  and  upon  which  the  insolvency  was  based,  and  I  do 
not  remember  that. 

Mr.  Foster.  You  do  not  remember  on  what  facts  the  affidavits  are 
based? 

Mr.  Terhune.  No;  I  do  not. 

Mr.  Foster.  And  you  felt  it  was  necessary  for  you  to  get  a  receiver  ? 

Mr.  Terhune.  I  did ;  and  it  will  show  in  the  affidavit. 

Mr.  Foster.  Certainly  it  will;  but  I  am  simply  refreshing  your 
memory. 

Mr.  Terhune.  I  can  not  remember  that;  I  have  had  a  lot  of  things 
come  up  since  that  time. 

Mr.  Foster.  Do  you  recall  any  other  local  concern  that  was  put 
into  bankruptcy ;  not  through  you ;  not  you  ? 

Mr.  Terhune.  I  do  not  see  how  that  would  possibly 

Mr.  Foster.  I  beg  your  pardon;  I  was  referring  to  another  wit- 
ness.   There  was  a  little  joke  on  that. 

The  Chairman.  You  said  that  one  reason  why  you  wanted  Capt. 
Blain  appointed  receiver  was  because  he  was  a  practical  ship- 
builder ? 
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Mr.  Terhune.  Yes. 

The  Chairman.  Where  had  Capt.  Blain  ever  built  any  ships  before 
he  came  here  as  district  manager  s 

Mr.  Terhune.  Well,  he  had  been  an  employee  of  the  United 
States  Government,  and  he  had  been  inspector  on  the  Nebraska, 
as  I  understand  it,  and  he  had  also  been  inspector  on  other  vessels. 

The  Chairman.  Where  did  you  get  all  of  your  information! 

Mr.  Terhune.  Well,  I  got  it;  I  don't  know;  incidentally  around 
here ;  I  knew  who  Blain  was ;  he  was  a  well-known  man  around  here. 

The  Chairman.  Yes;  I  understand  that;  but  did  he  tell  vou 
that? 

Mr.  Terhune.  No. 

The  Chairman.  Did  anybody  in  the  district  office  ever  tell  vou 
that? 

Mr.  Terhune.  No,  sir. 

The  Chairman.  Did  Cosgrove  tell  you  that? 

Mr.  Terhune.  No,  sir ;  not  that  I  remember  of. 

The  Chairman.  I  want  to  ask  you,  I  just  want  to  get  your  best 
judgment,  Mr.  Terhune,  if  you  can  explain  why  a  pei'son  holding 
such  an  important  office  as  judge  of  the  Superior  Court  of  the  State 
of  Washington  would  come  before  this  committee  and  testify  quite 
accurately  to  a  conversation  which  is  alleged  to  have  taken  place 
in  his  chambers  at  which  you  and  Mr.  Cosgrove  were  present,  to 
the  effect  that  Mr.  Cosgrove  urged  the  appointment  of  Capt.  Blain 
as  receiver,  but  that  the  judge  could  not  recall  whether  it  was  first 
brought  up  by  you  or  by  him,  and  that  Mr.  Cosgrove  stated  that 
the  Fleet  Corporation  officials  at  the  home  office  were  anxious  that 
he  be  appointed,  if  there  was  not  some  such  conversation  as  that 
occurred  ? 

Mr.  Terhune.  Well,  all  T  can  say  is  I  think  the  court  is  mistaken, 
according  to  my  best  recollection. 

The  Chairman.  You  think  he  has  the  conversation,  which  per- 
haps you  had  with  him,  confused  ? 

Mr.  Terhune.  Yes. 

The  Chairman.  Confused  with  some  other  conversation  that  took 
place  with  another  matter  in  which  Mr.  Cosgrove  was  engaged! 

Mr.  Terhune.  I  think  that  is  the  fact ;  and  what  makes  me  think 
it  is  so  is  the  fact  that  the  judge  made  the  remark  at  the  time  of  the 
appointment  of  the  permanent  receiver  he  could  not  understand  why 
I  was  so  insistent  upon  the  appointment  of  Mr.  Dawson,  first  Mr. 
Blain  and  then  Mr.  Dawson,  and  I  then  stated  to  him  the  same 
facts  that  I  have  stated  to  you,  that  I  was  doing  it  because  I  thought 
that  the  creditors  would  be  best  served  by  such  appointment. 

The  Chairman.  Did  you  ever  attend  a  meeting  of  the  creditors' 
committee? 

Mr.  Terhune.  Yes. 

The  Chairman.  Was  Mr.  Cosgrove  present  at  any  meeting? 

Mr.  Terhune.  Yes. 

The  Chairman.  Did  he  there  express  his  position  as  to  Capt 
Blain! 

Mr.  Terhune.  He  did  not  mention  anything  about  Capt  Blain 
or  anything.  Mr.  Cosgrove  came  in  the  meeting  j  I  was  the  first 
one;  I  was  called  upon,  and  I  made  the  suggestion  at  that  time 
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that  it  was  my  idea  that  Capt.  Blain  would  make  the  best  man,  and  I 
stated  the  same  reasons  there  and  then  that  I  have  now;  I  have 
nothing  to  conceal. 

The  Chairman.  Was  Mr.  Coggrove  there  when  you  said  that  or 
did  he  come  in  afterwards? 

Mr.  Terhune.  No;  he  was  not.    He  came  in  afterwards. 
The  Chairman.  Did  he  say  anything  about  Capt.  Blain  ?  ^ 

Mr.  Terhune.  No,  sir;  not  a  thing,  as  I  remember;  and  I  am 
pretty  sure  I  am  right. 

Mr.  Kelley.  You  and  Mr.  Cosgrove  did  not  quite  agree  with  each 
other  as  to  the  ethics  of  the  thing? 
Mr.  Terhune.  No. 

Mr.  Kelley.  You  think  it  was  all  right  for  Capt.  Blain  to  serve  as 
receiver  of  this  company,  while  Mr.  Cosgrove  thought  it  would  not 
be  an  ethical  thing  to  do;  is  that  the  ideal 

Mr.  Terhune.  I  don't  know  whether  he  thought  it  would  be  the 
ethical  thing  or  not,  but  what  he  said  was  it  would  be  subject  to 
criticism  of  Capt.  Blain ;  personally,  I  could  not  see  it.. 

The  Chairman.  What  did  he  say,  that  there  was  anjr  inconsistency 
in  the  former  district  manager  of  the  Fleet  Corporation  serving  as 
the  receiver  of  a  concern  of  that  kind  ? 

Mr.  Terhune.  He  did  not  say  anything  except  that  people  might 
criticize  him  going  right  away  from  that  into  the  receivership  of  a 
corporation  of  that  kind. 

The  Chairman.  Did  you  ask  him  how  they  would  criticize  or 
what  there  was  there  to  criticize  ? 

Mr.  Terhune.  No;  he  could  see  where  some  people  might  criti- 
cize it. 

The  Chairman.  What  would  they  say? 

Mr.  Terhune.  Well,  they  would  say  that  he  resigned  to  get  into  a  , 
position  and  that  it  was  created  for  him,  and  you  could  not  stop  talk ; 
even  Congressmen  couldn't  do  that. 

The  Chairman.  They  might  say  he  withheld  payment  on  vouchers 
due  the  corporation  until  he  got  them  into  an  embarrassing  position, 

and  then  after  they  were  thrown  into  the  hands  of  a  receiver 

Mr.  Terhune.  Oh,  they  might  have  said  that;  I  understood 
Meacham  and  Babcock  said  so. 

The  Chairman.  And  then  become  the  managing  head  of  the  busi- 
ness, and  possibly  might  exploit  the  concern  in  the  end? 

Mr.  Terhune.  They  might  say  it;  you  can  not  prevent  people 
from  talking. 

The  Chairman.  And  that  is  all  Mr.  Cosgrove  had  in  mind,  un- 
doubtedly. 

Mr.  Terhune.  I  guess  so. 

The  Chairman.  But  you  did  not  think  those  things  would  make 
any  difference? 

Mr.  Terhune.  No;  and  when  I  feel  that  I  am  right  I  don't  c«re 
what  other  people  think. 
The  Chairman.  You  wanted  your  clients  to  have  that  money  ? 
Mr.  Terhune.  Yes ;  when  I  think  I  am  right,  I  don't  care  what 
people  say,  if  I  know  I  am  right. 

Tlie  Chairman.  You  thought  Blain's  influence  with  the  Govern- 
ment would  be  such  that  you  could  get  the  money  right  away  ? 
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» 

Mr.  Terhi'ne.  We  thought  he  was  in  better  position  to  do  it  thaD 
any.  other  man.  , 

The  Chaikmax.  You  believed  your  clients  were  entitled  to  their 
money;  they  had  furnished  the  material,  and  the  Government  5iad 
the  benefit  of  it ;  it  was  not  using'  any  bad  methods  on  your  part, 
because  the  (xovernment  had  the  goods  and  you  wanted  the  money  ? 
Mr.  Terhune.  No;  I  had  no  bad  motives;  there  was  no  bad  motive 
in  the  matter. 

The  Chairman.  I  want  to  get  at  your  viewpoint  of  the  matter; 
that  is  all? 

Mr.  Terhune.  Well,  I  felt  about  this  the  same  as  I  do  in  any 
other  case.  I  don't  think,  and  my  contention  is  this,  just  because 
the  concern  is  building  ships  for  the  Government,  that  the  Gov- 
ernment is  in  any  better  position — the  corporation  in  any  better 
position— than  any  other  debtor;  the^  ought  to  pay  their  bills,  and 
when  they  don't  they  should  be  put  in  the  hands  of  a  receiver. 

The  Chairman.  Is  there  any  special  reason  that  you  know  of 
why  Mr.  Hamilton  could  get  better  results  while  settling  witli  the 
Government? 
Mr.  Terhune.  I  don't  know  Mr.  Hamilton  at  all. 
The  Chairman.  That  is  all. 
Mr.  Foster.  Did  you  ever  hear  of  him  ? 

Mr.  Terhune.  I  have  just  heard  of  him;  he  was  president  as  I 
understand  it  of  the  Steel  Ship  Builders'  Association. 

Mr.  Foster.  Didn't  he  have  the  reputation  here  of  getting  good 
results  from  the  Government? 

Mr.  Terhune.  I  don't  know ;  I  don't  know  the  man ;  and  I  never 
discussed  that  matter  with  anyone ;  I  never  had  anything  to  do  with 
him.  and  I  was  not  down  there  in  handling  this  case. 

Mr.  Kellet.  Mr.  Hamilton  was  the  manager  of  the  Steel  Ship- 
builders' Association,  was  he? 
Mr.  Terhune.  I  understand  that  he  was  one  time. 
Mr.  Kelley.  And  he  gathered  up  all  of  the  claims  that  he  could 
get  hold  of,  and  presented  them  to  the  Government  for  settlement? 
Mr.  Terhune.  I  presume  so;  but  the  preparation  of  the  matter 
I  never  had  anything  to  do  with. 

Mr.  KEiiLEY.  Oh,  this  client  of  yours  did  not  belong  to  that  as- 
sociation ? 

Mr.  Terhune.  Yes;  at  that  time  the  company,  the   Northwest 
Steel,  belonged  to  the  association,  I  think. 
Mr.  Kelloey.  Oh,  they  belgngfed  to  the  association? 
Mr.  Terhune.  I  guess  so ;  I  don't  know. 

Mr.  Kelley.  It  is  a  wonder  they  did  not  put  their  claims  in  with 
the  man  Hamilton? 

Mr.  Terhune.  With  the  steel  shipbuilders,  do  you  mean? 
Mr.  Kelley.  Yes? 

Mr.  Terhune.  Well,  I  don't  know  anything  about  that;  I  pre- 
sume they  thought  they  were  competent  to  handle  it  themselves. 
Thev  never  said  anything  to  me  about  it. 
ISiv.  Kelley.  They  never  discussed  Hamilton  with  you? 
Mr.  Terhune.  No;  they  never  discussed  that  with  me. 
The  Chairman.  You  have  no  feeling  of  animosity  or  bias  against 
Meacham  &  Babcock  sufficient  to  prejudice  you  in  any  way  in  your 
capacity  as  counsel  for  the  receiver? 
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Mr.  Terhunk.  Not  a  thing;  I  want  to  make  them  just  as  much 
money  as  possible. 

Mr.  Foster.  And  as  soon  as  possible? 
Mr.  Tbrhune.  Yes. 


(Testimony  of  witness  concluded.) 
The  Chairman.   "" 


The   committee   will  stand   adjourned  until  9 
o'clock  to-morrow  morning. 

(Whereupon  at  ll.HO  o'clock  p.  m.  the  committee  adjourned  until 
9.30  o'clock  on  Friday,  August  29,  1919.) 


Select  Committee  on  United  States 

Shipping  Board  Operations, 

House  of  REPRESENTATn'ES, 
Seattle,  Wash.,  Friday^  August  29^  1919. 

The  conunittee  met  at  10  o'clock  a.  m.,  felon.  Joseph  Walsh  (chair- 
man), presiding. 

Also  present:  Hon.  F.  H.  Kelley,  Hon.  L.  H.  Hadley,  and  Hon. 
I.  M.  Foster. 

The  Chairman.  The  committee  will  go  into  executive  session  for 
a  short  time. 

(The  committee  then  went  into  executive  session,  and  at  11.10 
o'clock  a.  m.  hearing  was  again  opened  to  the  public.) 

TESTDCONT  OF  MB.  THOMAS  F.  B£VELL£,  ATTOBNEY  AT  LAW, 

SEATTLE,  WASH. 

(Mr.  Revelle  was  duly  sworn  by  the  chairman.) 

The  Chairman.  What  is  your  full  name? 

Mr.  Ke>'elle.  Thomas  P.  Reve^^. 

The  Chairman.  What  is  your  profession? 

Mr.  Revelle.  Attorney  at  law. 

The  Chairman.  How  long  have  you  practiced  in  Seattle? 

Mr.  Revelle.  Some  sixteen  years,  in  the  city  of  Seattle. 

The  Chairman.  Do  you  know  Mr.  Howard  Cosgrove,  the  assist- 
ant counsel  of  the  Fleet  Corporation? 

Mr.  Revelle.  Very  well. 

The  Chairman.  Do  you  know  Mr.  Terhune,  the  counsel  for  the 
receiver  of  the  Meacham  &  Babcock  Corporation  ? 

Mr.  Revelle.  Very  well ;  yes,  sir. 

The  Chairman.  Eiid  you  Imow  anything  about  the  appointment  of 
the  receiver  for  that  corporation? 

Mr.  Revelle.  Something. 

The  Chairman.  At  the  time  the  proceedings  were  pending? 

Mr.  Revelle.  After  the  temporary  receiver  was  appointed  I  be- 
came interested  in  it.  I  knew  nothing  about  it  prior  to  the  tempo- 
rary receiver's  appointment. 

The  Chairman.  Did  you  have  occasion  to  confer  or  consult  with 
Judge  Allen  with  reference  to  the  appointment  of  a  permanent  re- 
ceiver? 

Mr.  Revelle.  I  did;  once. 
.  The  Chairman.  Did  you  make  in  substance  the  following  state- 
ment, to  Judge  Allen,  I  think,  a  day  or  two  before  the  permanent 
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receiver  was  appointed :  That  you  had  been  placed  in  a  very  embar- 
rassing position;  that  you  should  come  into  this  court  and  tacitly 
agree  to  the  appointment  of  Capt.  Blain,  and  that  you  wanted  it 
understood  it  was  merely  for  the  protection  of  your  client ;  that  you 
did  not  think  he  was  a  proper  man  to  be  appointed,  but  they  were 
bringing  pressure  upon  the  creditors  and  il  might  be  necessary  to 
have  him  appointed? 

Mr.  Revelle.  Not  exactly  that.  Probably  it  would  be  better,  it 
would  suit  me  better,  if  I  would  make  a  statement. 

The  Chairman.  I  wish  you  would. 

Mr.  Revelle.  It  came  to  me  that  the  purpose  was  to  have  Capt 
Blain  appointed  permanent  receiver.  I  had  reasons  for  believing 
that  he  was  not  a  nt  man  for  it,  and  I  saw  a  number  of  creditors  and 
got  their  opinion  and  showed — ^I  think  resulted  in  showing  some 
facts  that  he  could  not  be  appointed  receiver.  Then  one  day  it  came 
to  me  that  Capt.  Dawson  was  to  be  asked  for.  I  had  reasons  for 
believing  that  Capt.  Dawson  and  Capt.  Blain  were  largely  hand  and 

flove,  and  I  was  as  much  opposed  to  him  as  I  was  to  Capt.  Blain. 
used  my  influence  and  the  influence  of  other  creditors  who  had 
turned  their  claims  over  to  me  at  that  time  for  the  purpose  of  de- 
termining it.  And  I  think  it  was  two  days — and  I  had  not  talked 
to  Judge  Allen  up  to  that  time,  but  I  knew  that  Judge  Allen  had  been 
talked  to  about  the  proposition  and  I  knew  that  Judge  Allen  knew 
from  other  people  that  I  was  bitterly  opposed  to  either  Mr.  Blain 
or  Capt.  Dawson  being  appointed  receiver.  He  knew  that,  I  think 
Two  days  before  the  matter  was  finally  settled,-  some  of  ity 
clients  came  to  me  and  told  me  they  had  just  come  from  a  meeting 
in  which  Capt.  Blain  was  there  and  said  that  Mr.  Magee  was  to 
succeed  him  or  would  succeed  him  and  he  would  follow  out  his 
policy,  and  that  if  Capt.  Dawson  was  appointed,  that  would  be 
satisfactory  to  the  local  board  here,  and  the  creditors  would  get 
their  money  probably  inside  of  a  week,  and  if  he  was  not  appointed 
there  would  be  a  doubt  if  they  got  their  money.  They  were  sent 
to  me  to  get  me  to  go  and  ask  for  the  appointment  of  Capt.  Daw- 
son. I  said  I  did  not  do  business  that  way.  I  fought  Capt.  Dawson 
upon  the  reauest  of  a  good  many  creditors  here  in  the  city.  "  Well," 
they  said,  "our  money  is  unobtainable;  we  have  furnished  this 
material  to  the  Government  and  we  are  entitled  to  our  money,  but 
we  have  been  notified  this  morning  that  payment  is  largely  de- 
pendent upon  the  appointment  of  Capt.  Dawson.  Now,  you  are 
our  attorney  and  we  have  been  requested  to  get  you  to  ask  for  that 
appointment."  I  said,  "  I  will  go  up  there  in  the  morning,  and 
I  will  not  object  to  his  appointment,  if  by  keeping  still  the  court 
will  take  it  that  I  consent  to  it,  but  if  the  court  should  ask  me 
how  I  felt  about  it,  I  would  certainly  tell  him  how  I  feel  about  it" 
I  then  went  to  Judge  Allen's  court  room  and  I  said  to  him :  "  Your 
Honor,  you  have  known  me  too  many  years  to  catch  me  doubling 
anyone,"  I  said,  "  I  have  had  a  committee  before  me  just  now, 
and  they  have  asked  me  to  come  up  to-morrow  morning  and  ask 
for  Capt.  Dawson's  appointment.  You  know  I  am  opposed  to  it; 
opposed  to  Blain,  and  know  the  reasons  for  it."  Now,  I  said, 
"  that  if  my  presence  in  court  to-morrow  morning,  and  I  kept  silent 
should  on  the  face  appear  that  I  was  favorable  to  Capt.  Dawson— 
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it  don't  go  worth  a  dam."    That  was  something  like  the  statement 
I  said ;  just  about.   That  is  all  the  conversation  Ihad. 

The  Chairman.  Did  you  meet  Mr.  Terhune  and  Mr.  Cosgrove 
down  there  at  the  court,  either  just  before  or  at  the  time  of  the 
appointment  of  the  permanent  receiver? 

Mr.  Eevelle.  Yes;  there  was  one  day.  I  went  up  there  and  my 
purpose  was  to  see  Judge  Allen — that  was,  the  matter  came  up  and 
my  purpose  was  to  see  Judge  Allen  and  not  have  Capt.  Dawson  ap- 
pointed, and  while  in  the  court — either  just  after  I  came  in  or  just 
before  I  came  in — at  least,  Mr.  Cosgrove  and  Mr.  Terhune  and 
myself  met  there  at  the  clerk's  desk  and  they  showed  me  some  tele- 
grams that  had  been  passing  between  the  local  office  here  and  the 
eastern  office,  and  they  were  going  in  and  take  up  those  telegrams 
and  the  appointment  of  Capt.  Dawson  with  Judge  Allen.  I  thought 
mv  action  was  rather  raw  in  going  there,  and  I  did  not  go  at  all. 
That  is  the  reason  I  did  not  see  Judge  Allen.  They  were  going  in 
to  see  Judge  Allen  to  have  him  appointed,  and  I  thought  it  was 
rather  raw  for  me  to  step  in  there,  too.    I  didn't  go  in ;  I  sta}'ed  out. 

The  Chairman.  Were  these  telegrams  relating  to  the  appoint- 
ment of  Dawson  or  Blain  ? 

Mr.  Revellb.  As  I  recall,  they  were  relating  to  the  appointment 
of  Dawson.  The  telegrams  were — the  last  that  I  think  came — I 
think  Mr.  Cosgrove  had  it — was  that  if  the  receiver  appointed  was 
satisfactory  to  the  local  board,  the  money  would  be  paid  to  the  dif- 
ferent claimants.    I  think  that  was  the  purport  of  the  telegram. 

The  Chairman.  Did  you  have  any  talk  with  them  about  the  ap- 
pointment of  Capt.  Blain  as  receiver? 

Mr.  Revelle.  I  admitted  to  them — I  had  stated  to  them  that  I  was 
opposed  to  Capt.  Blain.  I  had  said  to  them  before  that  I  was  op- 
posed to  Capt.  Bain  and  that  I  had  reasons  for  it. 

The  Chairman.  What  did  Mr.  Cosgrove  say  ? 

Mr.  Revellb.  Mr.  Cosgrove  at  that  time  did  not  say  anything,  that 
I  recall.  If  he  did,  it  was  they  were  expecting  or  had  to  have  Capt. 
Dawson  appointed.  Mr.  Cosgrove  never  talked  to  me  about  the  ap- 
pointment of  Capt.  Blain  in  any  way. 

The  Chairman.  You  never  heard  him  suggest  Mr.  Blain? 

Mr.  Revelle.  The  only  talk  with  Mr.  Cosgrove  that  I  had  was  that 
morning  there,  and  I  know  he  rather  intimated  that  I  was  stepping 
on  the  proposition,  or  something  of  that  kind.  I  wanted  the  money 
for  my  people,  and  I  was  there  trying  to  protect  my  people's  interests. 
I  told  him  that  morning  that  I  did  not  like  Capt.  Bhiin ;  he  wasn't  a 
fit  man,  in  my  judgment,  and  I  was  opposed  to  his  appointment. 

The  Chairman.  Were  you  an  applicant  at  any  time  for  the  ap- 
pointment of  a  receiver  ? 

Mr.  Rbvelle.  No  ;  I  wasn't,  but  last  January,  at  the  time  Meacham 
&  Babcock  owed  our  people  twenty  or  thirty  thousand  dollarsr— I 
guess  thirty — I  suggested  at  that  time  their  only  hope  of  getting  im- 
mediate money  would  be  by  getting  a  receivership.  I  talked  to  the 
local  officer  here,  and  was  advised  that  the  money  would  be  paid  in 
due  time ;  that  these  men  would  all  be  protected  as  they  thought,  and 
asked  me  not  to  take  any  drastic  action.  I  urged  several  of  our  rep- 
resentatives in  Congress — probably  I  did  not  urge  Mr.  Hadley — but 
as  a  result  of  that  I  got  a  letter  from  Mr.  Piez — I  had  the  letter ;  I 
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did  not  know  I  was  coming  up  here — strongly  intimating  or  assuring 
that  the  money  would  allTbe  paid  for  alMegitimate  claims.  I  then 
suggested  to  my  people  that  out  of  consideration  of  the  Govemm«it 
and  based  upon  tnat  letter  they  need  not  worry  at  all,  and  they  kept 
on  extending  credit  and  abandoned  any  action  we  proposed  talang  at 
that  time. 

The  Chairman.  At  the  time  Mr.  Dawson  was  appointed  receiver 
and  the  question  of  the  permanent  receiver  was  up,  did  you  ask  Judge 
Allen,  or  did  anyJDody  with  your  knowledge  on  your  behalf,  suggest 
your  name  as  receiver  for  the  Meacham  &  Babcock  Co.  ? 

Mr.  Revelle.  At  the  time  the  temporary  receiver  was  appointed  ? 

The  Chairman.  Yes,  sir;  as  permanent  receiver.  After  Dawson 
was  appointed  temporary  receiver,  did  you  ask  to  be  appointed  the 
permanent  receiver  or  did  anybody  with  your  knowledge  ask  Judge 
Allen  to  appoint  you  ? 

Mr.  Revelle.  No,  sir. 

The  Chairman.  AVere  you  a  candidate  for  receiver  ? 

Mr.  Revelle.  No,  sir;  I  am  sure  that  nobody  ever  suggested  my 
name  to  Judge  Allen  for  receiver.  They  couldn't  have  handed  it  to 
me  on  a  bet. 

The  Chairman.  Who  else  was  present  at  the  time  you  saw  these 
telegrams,  Mr.  Terhune  and  Mr.  Cosgrove  ? 

Mr.  Revelle.  Mr.  Terhune  and  Mr.  Cosgrove  and  the  clerk  there. 
He  was  sitting  at  the  desk,  but  he  wasn't  interested  in  the  matter  at 
all ;  just  the  three  of  us  standing  there  in  the  room. 

The  Chairman.  Was  Mr.  Thorgrimson  there  at  that  time  ? 

Mr.  Revelle.  I  do  not  think  he  was  there.  I  would  like  to  say, 
since  you  suggested  it,  it  might  be  possible  that  he  dropped  in  there. 
I  really  do  not  know. 

The  Chairman.  I  think  that  is  all.    Have  you  any  questions,  Mr. 

Kelley?       - 

Mr.  B^ELLEY.  In  the  conversation  in  the  court  room  there,  outside 
of  the  judge's  office,  how  did  the  matter  of  Mr.  Blain's  appointm^it 

come  up? 

Mr.  JRe\telle.  Why,  these  young  men  rather  thought  that  I  had — 
I  do  not  know  why  they  thought  so;  they  were  certainly  right  in 
thinking  so — ^that  I  had  lought  Capt.  Blain,  and  I  took  it  from  what 
they  said — I  do  not  Imow  the  exact  words — but  that  I  was  obiecting 
to  Capt.  Dawson's  appointment,  and  the  statement  was  made  that 
I  was  stepping  on  them.  That  was  the  expression,  and  then  I  made 
the  statement  myself  that  I  had  been  opposed  to  Capt.  Blain;  that 
I  had  reasons  for  being  opposed  to  him ;  that  I  had  done  everything 
I  could  to  defeat  his  appointment;  that  otherwise  I  was  not  par- 
ticularly concerned  about  who  was  appointed.  I  was  concerned 
about  my  people  getting  their  money.  Now,  that  is  the  way  the 
Blain  conversation  came  up.  Neither  one  of  these  young  men,  Mr. 
Cosgrove  or  Mr.  Terhune,  suggested  to  me  the  appointment  of  Mr. 
Blain,  ■  because  they  knew  at  that  time,  as  everyone  knew,  it  was 
out  oi  the  question  for  Mr.  Blain  to  be  appointed.  Many  of  the 
creditors  had  been  giving  me  their  support  in  urging  the  court  that 
he  should  not  be  appointed. 

The  Chairman.  Do  you  know  whether  or  not  Mr.  Terhune  rec- 
ommended Mr.  Blain's  appointment  on  that  very  occasion  to  tiie 
judge? 
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itself  for  taking  a  blanket  contract  for  all  those  ships;  this  blanket 
contract  covered  this  identical  stuff,  but  their  contract  was  a  year 
old,  as  I  gathered  the  facts.    They  had  never  attempted  to  furnish 
any  of  it,  because  prices  were  going  up  here  every  day,  and  after  the 
armistice  was  declared  and  prices  be^an  to  drop  on  this  material, 
then  they  want  to  furnish  this  material  under  their  blanket  contract. 
But  that  was  a  year  after  their  contract  was  signed.    It  covered  this 
stuff,  and  they  would  not  furnish  it,  and  that  is  why  these  people 
came  to  our  people  and  ^aid :  "  We  have  to  have  it.    They  did  not 
bid  on  it.    Crane  did  not  try  to  furnish  it."    They  called  us  in  and 
asked  us  to  bid  on  it.    That  was  a  year  after  the  Crane  people  had 
signed  the  contract  and  had  refused  to  attempt  to  furnish  the  stuff, 
as  I  gathered  it.    In  order  to  carry  out  their  request,  we  went  East 
and  tied  up*  a  firm  to  make  it  and  tied  up  a  firm  here  and  the  con- 
tract was  changed.    I  do  not  know  any  more  about  it  than  that. 
Mr.  IfELLET.  What  was  the  substance  of  Mr.  Magee's  letter  to  you? 
Mr.  Revelle.  Well,  I  have  another  complaint  here.    I  had  written 
three  or  four  times  about  this  fact,  that  there  were  some  others 
furnishing  stuff  who  seemed  to  be  able  to  get  their  accounts  allowed 
within  24  hours.    There  was  a  rule  here  that  when  an  order  was  put 
in — ^when  one  of  the  shipyards  had  put  an  order  in  for  material — 
that  order  had  to  be  O.  K'd  hv  this  office  here.    I  was  informed  that 
some  others  got  their  orders  O.  K'd  within  24  hours.    We  would  be 
four  and  five  weeks.    I  was  notified  by  letter  that  we  were  to  go 
ahead  and  furnish  this  material  I  just  spoke  of  a  moment  ago.    We 
were  to  furnish  the  material,  yet  the  Sloan  yard  was  putting  no 
orders  in  with  us  or  taking  material  until  it  was  O.  K'd  by  this  local 
board  here.    I  wrote  back  saying  that  was  perfectly  satisfactory  to 
us;  it  ought  to  be  to  all  material  men.    The  only  thing  I  asked  was 
that  our  orders  be  O.  K'd  within  a  reasonable  time,  and  I  came  up  to 
see  Mr.  Magee,  and  wrote  him  a  very  pleasant  and  agreeable  letter, 
referring  to  these  different  controversies  I  had  talked  about  and  had 
written  about,  and  he  wrote  back  and  said  he  did  not  get  me — ^"  I  do 
not  get  you;  I  do  not  place  you."    I  had  sat  with  him  and  talked 
to  him  across  his  desk,  and  I  had  written  him  a  nice  and  courteous 
letter,  and  he  wrote  back  four  lines,  saying,  "  I  don't  place  you ;  I 
don't  get  you.    I  do  not  know  of  any  controversy  before  the  board." 
I  never  answered  the  letter ;  it  was  not  entitled  to  an  answer. 

Mr.  Kellet.  Do  you  know  of  your  own  knowledge,  so  that  you 
could  state  it* as  a  lact,  that  some  concerns  could  get  the  necessary 
initialing  and  O.  K.ing  very  quickly,  and  that  others  were  put  on 
for  a  long  time? 

Mr.  R«vELLE.  I  know  it  was  a  fact  some  did  get  it  and  I  know  it 
was  a  fact  we  did  not  get  it  for  three  and  four  and  five  weeks.  It 
laid  on  the  desk  here.  I  do  not  know  whether  they  could  or  not,  but 
they  did. 

Mr.  KeliiET.  Would  you  mind  stating  the  names  of  the  concerns 
which  you  think  were  favored  in  this  respect? 

Mr.  Kevelle.  I  do  not  know  whether  they  were  favored  or  not. 
but  I  know  Crane  Co.  could  get  their  O.  K.  within  a  short  time.  I 
know  from  the  time  I  started  to  make  a  nuisance  of  myself  to  get 
that  contract  reinstated  we  did  not  seem  to  be  able  to  get  ours  O.  K^d. 
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Mr.  Kelley.  That  would  come  to  Mr.  Magee's  desk,  would  it,  in 
your  particular  case  ? 

Mr.  Eevelle.  I  do  not  know;  well,  it  did — the  attention  of  it  did 
come  to  Mr.  Magee,  because  I  saw  it  w^as  directed  to  him  by  letter. 
I  called  his  attention  to  all  that  matter  by  letter  myself. 

Mr.  Kelijet.  His  answer  was  he  could  not  place  you  ? 

Mr.  Eevelle.  He  could  not  place  me  and  he  did  not  know  of  any 
controversy,  and  he  supposed  he  was  right. 

Mr.  Foster.  Was  this  "  place  you  "  in  quotations  or  just  straight! 

Mr.  Revelle.  I  think  it  was  a  straight  letter,  and  I  wish  I  had 
brought  it  up.  It  was  a  miserable  letter  for  any  United  States  oflBcial 
to  write  to  get  the  men  to  see  that  justice  was  done. 

Mr.  Kellet.  Do  you  know  of  any  other  transactions  on  the  part 
of  Mr.  Blain,  which  in  your  judgment,  convinced  you 'that  he  was 
not  a  good  man  to  occup^^  a  position  of  trust  and  represent  the  court! 

Mr.  Re\^lle.  No,  sir;  that  was  sufficient  for  me.  I  felt  this  way 
about  it:  That  while  Mr.  Blain  mav  not  have  know  a  thing  about 
that  question,  but  yet  when  I  brougiit  his  attention  to  that  Kind  of 
matter,  the  man  responsible  ought  not  to  have  stayed  in  the  Groveni- 
ment's  employ  10  minutes,  and  if  Mr.  Blain  had  been  think  for  the 
Government  as  I  felt  at  that  time,  he  would  have  had  that  man  on 
the  carpet  and  sent  him  out  within  10  minutes  conversation. 

Mr.  Kelley.  I  think  that  is  all. 

Mr.  Hadley.  Mr.  Revelle,  do  you  know  approximately  when  the 
original  Crane  Co.  blanket  contract  was  made? 

Mr.  Revelle.  I  might  say  I  think  that  was  in  November,  1917, 
and  we  took  our  contract  after  November,  1918,  and  it  was  canceled 
some  five  or  six  months  after  that ;  I  think  it  was  about  six. 

Mr.  Hadley.  It  was  finally  restored? 

Mr.  Revelle.  It  was  finally  restored. 

Mr.  Hadley.  At  about  what  time? 

Mr.  Revelle.  It  was  nearly  a  year  or  months  after  I  had — I  do  not 
know  this  date  myself;  they  are  all  down  there 'in  the  files  some- 
where. I  set  forth  the  dates  and  the  data  in  detail  in  the  letters  so 
that  nobody  could  make  anv  mistake  about  them,  and  they  are  some- 
where in  the  files,  and  finally  came  before  Capt.  Magee. 

Mr.  Kelley.  Were  you  in  the  creditors'  meeting  upon  the  oocasion 
when  Mr.  Blain  was  agreed  upon  for  receiver? 

Mr.  Revelle.  No  ;  I  wasn't  there. 

Mr.  Kelley.  I  am  correct,  am  I,  in  that  statement,  that  he  was 
agreed  upon  in  a  creditors'  meeting  as  receiver? 

Mr.  Remelle.  I  could  not  state  that  as  a  positive  fact;  I  under- 
stood he  was. 

Mr.  Kelley.  If  Mr.  Terhune  presented  his  name  to  the  judge,  of 
course,  he  was  acting  for  the  creditors? 

Mr.  Revelle.  I  would  take  that  to  be  -o ;  I  do  not  know. 

Mr.  Kelley.  Was  Mr.  Terhune  acting  for  the  creditors  or  just 
one  creditor? 

Mr.  Re^^lle.  Mr.  Terhune  was  at  that  time  acting  for  just  one 
creditor  of  $1,700. 

Mr.  Kelley.  Now,  after  the  creditors'  meeting,  or  so  far  as  yon 
know,  did  they  instruct  Mr.  Terhune  or  request  him  to  ask  the  c^urt 
to  appoint  Mr.  Blain? 
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Mr.  Revelle.  I  think  you  coul4  get  that  information  from  the 
Seattle  Merchants'  Association ;  I  did  not  go  there. 

Mr.  Kelley.  Well,  your  clients  came  to  you  to  get  you  to  fall  in 
line  for  Mr.  Blain  or  Mr.  Dawson? 

Mr.  Revelle.  For  Dawson.  My  clients  were  opposed  to.Capt. 
Blain,  as  you  see  they  had  good  reasons  for. 

Mr.  Keli^y,  I  am  not  quite  clear  as  to  where  the  switch  came  from 
Blain  to  Dawson.  It  appears  that  Mr.  Terhune  actually  requested 
the  court  to  appoint  Mr.  Blain.  Mr.  Terhune  testified  to  that  here 
yesterday. 

Mr.  Revelle.  Yes.    I  did  not  know  about  that. 

Mr.  Kelley.  Now,  the  second  choice  evidently  was  Mr.  Dawson. 

Mr.  Revelle.  Yes. 

Mr.  Kelley.  Mr.  Blain  was  the  first  choice? 

Mr.  Revelle.  Yes. 

Mr.  Kelley.  Now,  do  you  know  whether  or  not  Mr.  Blain  attended 
the  meeting  of  the  creditors  when  the  appointment  of  the  receiver 
was  under  consideration? 

Mr.  Revelle.  I  rather  think  he  did,  at  the  Seattle  Creditors'  Asso- 
ciation meeting,  when  a  good  many  creditors  were  there.  I  was  not 
there. 

^fr.  Kelley.  Was  he  chosen  chairman  of  the  meeting? 

Mr.  Revelle.  I  do  not  know,  but  at  that  time  it  was  tentatively 
agreed  that  he  would  be  the  receiver  for  the  corporation.  The  credi- 
tors were  there — our  creditors — and  they  came  and  told  me  what  had 
hai)pened.  I  inmiediately  got  in  touch  with  other  €reditors  and  got 
their  opposition  to  Capt.  Blain;  some  I  would  not  like  to  mention, 
»nd  then  the  switch  was  made  from  Capt.  Blain  to  Capt.  Dawson, 
after  that  meeting  and  probably  after  a  week's  work  of  rounding 
up  the  creditors. 

Mr.  Kelley.  You  think  the  attitude  of  the  court  caused  the  switch 
from  Blain  to  Dawson  ? 

Mr.  Revelle.  I  think  there  is  no  doubt  somebody  got  the  im- 
pression that  Capt.  Blain  could  not  be  put  over;  there  is  no  doubt 
about  that. 

Mr.  Foster.  Well,  when  they  agreed  on  Dawson,  it  was  only  a 
pai*t  of  them  that  agreed  to  him,  ^cause  he  was  the  only  available 
person  to  get ;  is  that  it  ? 

Mr.  Revelle.  I  would  not  have  it  understood  that  there  was  any 
agreement — ^particular  agreement — on  Dawson.  I  did  not  know  all 
that  was  going  on.  All  I  kjiow,  they  had  a  meeting  up  here  in  which 
Capt.  Blam  was — ^from  the  reports  made  to  me — ^urged  the  appoint- 
ment of  Capt.  Dawson,  who  would  follow  out  Mr.  Magee's  policy, 
and  if  Capt.  Dawson  was  appointed  we  would  get  our  money  within 
a  week,  and  if  not  appointed  it  would  be  doubtful.  Some  people  came 
to  me  to  get  my  consent  to  joint  in  the  application  for  the  appoint- 
ment of  Capt. 'Dawson. 

Mr.  Foster.  That  was  what  induced  them,  in  your  judgment,  to 
agree  to  Dawson,  as  he  would  get  them  their  money  sooner  ? 

Afr.  Revelle.  Yes.  Those  men  needed  their  money.  They  did  not 
care  who  was  receiver ;  they  wanted  their  money.  1  said  to  my  men 
at  the  time :  "  I  do  not  see  how  Dawson  can  get  your  money  out  of 
the  Oovernment  any  quicker  than  anybody  else,''  and  I  referred  to 
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Mr.  Kelley.  That  would  come  to  Mr.  Magee's  desk,  would  it,  in 
your  particular  case? 

Mr.  Revelle.  I  do  not  know ;  well,  it  did — the  attention  of  it  did 
come  to  Mr.  Magee,  because  I  saw  it  was  directed  to  him  by  letter. 
I  called  his  attention  to  all  that  matter  by  letter  myself. 

Mr.  Keli^ey.  His  answer  was  he  could  not  place  you  ? 

Mr.  Revelle.  He  could  not  place  me  and  he  did  not  know  of  any 
controversy,  and  he  supposed  he  was  right. 

Mr.  Foster.  Was  this  "  place  you  "  in  quotations  or  just  straight! 

Mr.  Revelle.  I  think  it  was  a  straight  letter,  and  1  wish  I  had 
brought  it  up.  It  was  a  miserable  letter  for  any  United  States  official 
to  write  to  get  the  men  to  see  that  justice  was  done. 

Mr.  Kelley.  Do  you  know  of  any  other  transactions  on  the  part 
of  Mr.  Blain,  which  in  your  judgment,  convinced  you 'that  he  was 
not  a  good  man  to  occupy  a  position  of  trust  and  represent  the  court! 

Mr.  Re\t:li.e.  No,  sir ;  that  was  sufficient  for  me.  I  felt  this  way 
about  it:  That  while  Mr.  Blain  may  not  have  know  a  thing  about 
that  question,  but  yet  when  I  brought  his  attention  to  that  kind  of 
matter,  the  man  responsible  ought  not  to  have  stayed  in  the  Govern- 
ment's employ  10  minutes,  and  if  Mr.  Blain  had  been  think  for  the 
Government  as  I  felt  at  that  time,  he  would  have  had  that  man  on 
the  carpet  and  sent  him  out  within  10  minutes  conversation. 

Mr.  Kelley.  I  think  that  is  all. 

Mr.  Hadley.  Mr.  Revelle,  do  you  know  approximately  when  the 
original  Crane  Co.  blanket  contract  was  made? 

Mr.  Revelle.  I  might  say  I  think  that  was  in  November,  1917, 
and  we  took  our  contract  after  November,  1918,  and  it  was  canceled 
some  five  or  six  months  after  that ;  I  think  it  was  about  six. 

Mr.  Hadley.  It  was  finally  restored? 

Mr.  Revelle.  It  was  finally  restored. 

Mr.  Hadley.  At  about  what  time? 

Mr.  Revelle.  It  was  nearly  a  year  or  months  after  I  had — ^I  do  not 
know  this  date  myself;  they  are  all  down  there 'in  the  files  some- 
where. I  set  forth  the  dates  and  the  data  in  detail  in  the  letters  so 
that  nobody  could  make  anv  mistake  about  them,  and  they  are  some- 
where in  the  files,  and  finally  came  before  Capt.  Magee. 

Mr.  JSsELUET.  Were  you  in  the  creditors'  meeting  upon  the  oocasion 
when  Mr.  Blain  was  agreed  upon  for  receiver? 

Mr.  Revelle.  No  ;  I  wasn't  there. 

Mr.  Kelley.  I  am  correct,  am  I,  in  that  statement,  that  he  was 
agreed  upon  in  a  creditors'  meeting  as  receiver? 

Mr.  Revelle.  I  could  not  state  that  as  a  positive  fact;  I  under- 
stood he  was. 

Mr.  Kelley.  If  Mr.  Terhune  presented  his  name  to  the  judge,  of 
course,  he  was  acting  for  the  creditors  ? 

Mr.  Re\t3lle.  I  would  take  that  to  bt  ■«n ;  I  do  not  know. 

Mr.  Kelley.  Was  Mr.  Terhune  acting  for  the  creditors  or  just 
one  creditor? 

Mr.  Re\t:lle.  Mr.  Terhune  was  at  that  time  acting  for  just  one 
creditor  of  $1,700. 

Mr.  Kelley.  Now,  after  the  creditors'  meeting,  or  so  far  as  you 
know,  did  they  instruct  Mr.  Terhune  or  request  him  to  ask  the  court 
to  appoint  Mr.  Blain? 
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Mr.  Revelub.  I  think  you  could  get  that  information  from  the 
Seattle  Merchants'  Association ;  I  did  not  go  there. 

Mr.  Kelley.  Well,  your  clients  came  to  you  to  get  you  to  fall  in 
line  for  Mr.  Blain  or  Mr.  Dawson? 

Mr.  Revelle.  For  Dawson.  My  clients  were  opposed  to.Capt. 
Blain,  as  you  see  they  had  good  reasons  for. 

Mr.  Kelujy.  I  am  not  quite  clear  as  to  where  the  switch  came  from 
Blain  to  Dawson.  It  appears  that  Mr.  Terhune  actually  requested 
the  court  to  appoint  Mr.  Blain.  Mr.  Terhune  testified  to  that  here 
yesterday. 

Mr.  Reveixe.  Yes.    I  did  not  know  about  that. 

Mr.  Kelley.  Now,  the  second  choice  evidently  was  Mr.  Dawson. 

Mr.  Revelle.  Yes. 

Mr.  Kelley.  Mr.  Blain  was  the  first  choice? 

Mr.  Revellb.  Yes. 

Mr.  Kelley.  Now,  do  you  know  whether  or  not  Mr.  Blain  attended 
the  meeting  of  the  creditors  when  the  appointment  of  the  receiver 
was  under  consideration? 

Mr.  RkvELLE.  I  rather  think  he  did,  at  the  Seattle  Creditors'  Asso- 
ciation meeting,  when  a  good  many  creditors  were  there.  I  was  not 
there. 

Mt.  Kelley.  Was  he  chosen  chairman  of  the  meeting? 

Mr.  Revelle.  I  do  not  know,  but  at  that  time  it  was  tentatively 
agreed  that  he  would  be  the  receiver  for  the  corporation.  The  credi- 
tors were  there — our  creditors — and  they  came  and  told  me  what  had 
happened.  I  immediately j^ot  in  touch  with  other  creditors  and  got 
their  opposition  to  Capt.  Blain;  some  I  would  not  like  to  mention, 
and  then  the  switch  was  made  from  Capt.  Blain  to  Capt.  Dawson, 
after  that  meeting  and  probably  after  a  week's  work  of  rounding 
up  the  creditors. 

Mr.  Kelley.  You  think  the  attitude  of  the  court  caused  the  switch 
from  Blain  to  Dawson? 

Mr.  Revelle.  I  think  there  is  no  doubt  somebody  got  the  im- 
pression that  Capt.  Blain  could  not  be  put  over;  there  is  no  doubt 
about  that. 

Mr.  Foster.  Well,  when  they  agreed  on  Dawson,  it  was  only  a 
part  of  them  that  agreed  to  him,  because  he  was  the  only  available 
person  to  get;  is  that  it? 

Mr.  Revelle.  I  would  not  have  it  understood  that  there  was  any 
agreement — ^particular  agreement — on  Dawson.  I  did  not  know  all 
tiiat  was  ^oing  on.  All  1  Igiow,  they  had  a  meeting  up  here  in  which 
Capt.  Blam  was — from  the  reports  made  to  me — ^urged  the  appoint- 
ment of  Capt.  Dawson,  who  would  follow  out  Mr.  Magee's  policy, 
and  if  Capt.  Dawson  was  appointed  we  would  get  our  money  within 
a  week,  and  if  not  appointed  it  would  be  doubtful.  Some  people  came 
to  me  to  get  my  consent  to  joint  in  the  application  for  the  appoint- 
ment of  Capt. 'Dawson. 

Mr.  Foster.  That  was  what  induced  them,  in  your  judgment,  to 
agree  to  Dawson,  as  he  would  get  them  their  money  sooner? 
Tifr.  Revelle.  Yes.  Those  men  needed  their  money.  They  did  not 
care  who  was  receiver ;  they  wanted  their  money.  1  said  to  my  men 
at  the  time :  "  I  do  not  see  how  Dawson  can  get  your  money  out  of 
the  Government  any  quicker  than  anybody  else,''  and  I  rererred  to 
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my  letter  a^rain,  "  and  I  think  your  bills  are  undoubtedly  secured  and 
that  you  will  get  your  money." 

Mr.  Kelley.  Then,  as  a  friend  of  the  court,  which  every  lawyer  is 
supposed  to  be,  you  advised  him  privately  what  you  did  not  feel  you 
could  do  publicly  on  account  of  the  attitude  of  your  clients! 

Mr.  Bevelle.  Largely  that  and  because  I  did  not  want,  under  that 
regime — ^I  did  not  want  my  people  to  have  to  pay  the  price  any 
more.  I  did  not  want  this  board  to  take  it  out  of  my  people  because 
I  would  not  consent  to  the  appointment  of  Capt.  Dawson,  and  I  did 
agree ;  I  would  keep  my  moutn  shut  in  court  as  long  as  Judge  Allen 
did  not  ask  me  something  about  it. 

Mr.  Kelley.  I  wondered  on  what  theory  you  told  the  judge  pri- 
vately, except  you  felt  as  an  attorney  it  was  your  duty  as  a  friend  to 
the  court  ? 

Mr.  Re\t:lle.  Here  is  the  idea:  Judge  Allen  knew  up  to  that 
moment  that  I  had  done  everything  in  the  world  to  defeat  both 
Dawson  and  Blain's  appointment,  and  I  think  he  knew  I  was  sincere 
in  that.  If  I  had  gone  up  there  the  next  morning  and  asked  for  the 
appointment  of  Capt.  Dawson,  he  would  have  known  I  was  a  darned 
hypocrite ;  and  I  went  to  him  a;nd  told  him  my  people  had  been  to 
a  meeting  and  had  come  to  me  to  do  that  thing,  and  that  in  carrying 
out  their  request  I  would  have  to  keep  still  in  the  courthouse,  because 
thev  are  a  number  of  handsome  clients,  and  I  need  the  monev,  von 
know,  and  I  said,  "  They  have  requested  this,  and  I  will  come  up 
here,  and  by  keeping  still  I  may  appear  to  be  consenting  to  Capt 
Dawson."  But  I  said,  "It  don't  go  worth  a  darn.  You  know  me 
too  w^ell  to  know  I  would  switch  on  a  thing  like  this  " ;  and  I  left 
That  is  the  only  reason.  You  can  see  these  men  were  placed  in  a 
rather  embarrassing  position,  and  yet  I  wanted  to  save  my  clients 
and  I  wanted  to  save  my  face  before  the  court. 

Mr.  Kelley.  So  far  as  you  know,  did  Mr.  Blain  tell  the  creditors 
he  was  going  to  resign  and  Mr.  Magee  was  going  to  be  his  successor? 

Mr.  Revelle.  I  do  not  know  a  thing  about  that. 

Mr.  Kelley.  But  they  got  the  impression  some  way  that  Mr.  Blain 
would  still  be  influential  in  the  office  here  if  he  left  it? 

Mr.  Revelle.  My  people  suggested  that  Mr.  I^Eagee  would  follow 
his  policy.  -' 

Mr.  Kelley.  Then  they  must  have  believed  Capt.  Magee  was  going 
to  be  Capt.  Blain's  successor? 

Mr.  Revelle.  Probably  he  had  been  appointed  at  that  time ;  I  do 
not  know.  They  told  me  he  was  going  t6  follow  his  policy ;  whether 
he  was  appointed  or  going  to  be  appointed,  I  do  not  know. 

Mr.  Kelley.  Was  there  any  arrangement,  as  far  as  you  know,  in 
advance  of  the  appointment  of  the  receiver  under  which  the  the 
Fleet  Corporation  was  to  buy  these  claims  right  up  and  pay  cash 
within  a  week? 

Mr.  Revelle.  No;  I  do  not  know  anything  about  that.  I  only 
know  we  were  assured,  if  a  proper  receiver  was  appointed,  we  would 
get  our  money  within  a  week.  I  was  told  the  money  was  in  a  bank, 
so  we  would  be  paid.    I  was  told  that. 

Mr.  Kelley.  As  a  matter  of  fact,  the  Fleet  Corporation  did  take 
these  claims  all  over  after  the  appointment  of  the  receiver? 

Mr.  Revelle.  They  began  to  take  them  over.  They  insisted  we 
should  assign  our  claims  to  them.    Each  one  of  us  had  to  make  out 
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« 

an  assignment  selling  and  assigning  our  claims  to  the  Fleet  Cor- 
poration. 

Mr.  Relley.  Were  they  all  paid  at  one  time  ? 

Mr.  Revelle.  No^  no ;  paid  at  different  times. 

Mr.  Kelley.  Which  ones  were  paid  last? 

Mr.  Rbvelle.  I  was  in  one  of  the  last  crowd.  I  do  not  know  who 
was  paid  last.  I  think  though,  that  was — I  think  to  be  just  to  son^e 
of  the  men 

Mr.  KsLLEY.  They  paid  them  in  alphabetical  order? 

Mr.  Reyellb.  No;  that  was  a  mistake,  I  think.  It  was  in  this 
way :  We  had  a  really  valid  interest  and  got  a  $17,000  claim  in  one 
item,  but  there  was  some  kind  of  mix  up  and  to  relieve  the  situation 
we  agre^  to  reduce  that  to  12,  and  they  took  some  time  to  change 
that,  and  then  you  have  to  charge  it  up  to  Mr.  Daniels.  The  office 
here  mailed  out  our  claims  to  the  Meacham  &  Babcock  yards  and 
they  never  showed  up  for  a  long  time,  and  I  suppose  that  Post- 
master Daniels  had  to  be  blamed  xor  that.  I  do  not  know  who,  but 
in  that  way  we  were  delayed,  and  fiinally  I  came  up  and  saw  Mr. 
Frick  personally.  I  had  never  seen  him  before;  I  did  not  want  to 
bother  him.  I  went  over  the  whole  thing  in  detail  and  he  sent,  for 
his  man  to  come  in  there  and  said :  ^^  There  is  no  excuse  for  it,''  and 
he  told  me  this  matter  would  be  straightened  out;  he  said  it  would 
be  straightened  out  by  night  but  he  could  not  locate  the  claims.  I 
think  it  was  wholly  due  to  miscarriage  by  the  post  office.  But  a  lot 
of  those  little  things  seemed  to  delay  us  in  getting  our  money.  We 
liaven't  any  complaint  at  all. 

Mr.  Kjsixet.  You  have  no  complaint  with  the  present  manage- 
ment? 

Mr.  REVELiiE.  No;  I  think  it  is  fine;  so  far  as  I  know  it  has  been 
doing  fine. 

Mr.  Hadi^t.  Well,  the  claims  that  were  taken  over  by  the  Fleet 
Corporation,  were  they  preferred  claims  or  general  claims? 

Mr.  Revelle.  They  were  not  particularly  preferred  claims;  they 
were  claims  for  material  that  actually  went  into  the  Government 
ships.  Ours  could  not  be  classed  as  preferred  claims;  under  the 
law  it  would  be  what  is  a  second  preferred  claim  for  material. 

Mr.  Hadley.  They  were  material  claims  ? 

Mr.  Revelle.  Material  claims,  and,  I  think,  so  far  as  that  is  con- 
cerned, you  do  not  need  my  opinion  on  it,  do  you  ? 

Mr.  Hadley.  Anything  vou  state  we  will  be  glad  to  have.    The 

2uestion  I  asked  was  simply  bearing  upon  the  claims  and  the  Fleet 
!orporation's  relation  to  it. 

Mr.  Revelle.  I  think  it  was  a  very  just  thing  for  the  Emergency 
Fleet  Corporation  to  do.  These  men  had  no  money.  A  good  many  of 
these  men  had  gone  to  the  bank  and  borrowed  money  at  8  per  cent  and 
gave  to  the  Government  any  quantity  of  material  the  Government 
wanted,  as  a  patriotic  matter.  Some  of  them  arc  still  carrying  the 
notes  in  the  bank.  It  seemed  that  the  quickest  way  to  ^et  those  men 
paid  out  of  Government  funds  was  to  have  those  claims  assigned. 
That  was  the  quickest  way.  I  do  not  think  there  can  be  any  criti- 
cism about  that,  as  I  saw  it,  because  while  it  might  look  a  little 
questionable,  the  first  duty  appeared  at  that  time  as  taking  care  of 
the  men  who  came  to  its  help  at  that  time,  and  I  think  that  assign- 
ment was  a  good  thing. 
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Mr.  Kelljey.  Was  there  any  special  reason  why  a  receiver  had  to 
be  appointed  in  order  to  have  the  (rovernmtot  take  these  claims 
over  ? 

Mr.  Revelle.  There  never  was,  in  my  judraient,  any  reason  or 
•  excuse  for  any  receiver  for  the  Meacham  &  Babcock  plant.  If  there 
had  been  I  would  have  drawn  one  on  a  $30,000  claim.  And  the  thing 
that  made  me  a  little  peeved  was  to  have  been  requested  to  not  do 
anything  drastic  and  be  assured  that  we  would  get  our  money,  and 
we  have  $30,000  coming,  and  to  wake  up  some  morning  and  find 
some  fellow  had  pulled  it  on  a  $1,700  claim;  and  the  office  where  I 
got  my  request  not  to  do  anything  drastic — that  officer  was  agreed 
upon  to  be  the  receiver.  That  just  made  me  a  little  bit  indignant.  I 
do  not  believe  there  ever  was  any  reason;  there  couldn't  have  been 
under  Mr.  Piez's  letter  to  me;  the  (Government  was  to  take  care  of 
these  men's  claims  as  he  said. 

Mr.  Kelley.  Which  they  had  done  under  the  receiver? 

Mr.  Revelle.  Sure:  the  (rovernment  will  take  care  of  everv  one 
of  them. 

Mr.  Kelley.  Your  relations  with  Meacham  &  Babcock,  personally, 
did  you  find  them  honorable  men  to  deal  with  ? 

Mr.  Revelle.  I  found  them  as  straight  as  a  string.  I  have  taken 
their  note  for  $5,000,  and  I  would  not  discount  it  for  $4,900  even  to- 
day. 

Mr.  Kelley.  Although  they  are  in  the  hands  of  a  receiver  ? 

Mr.  Revelle.  Yes.  If  they  are  alive  long  enough,  they  will  pay 
me  every  dollar  of  it;  if  they  die,  it  will  be  hell  to  find  them.  1 
think  they  are  all  right,  sir.  I  have  always  thought  so,  and  I  have 
known  them  in  this  town  for  12  or  15  years. 

Mr.  KiiLLEY.  In  your  opinion,  if  the  same  withholding  of  vouchers 
for  extras  and  tightening  up  on  payments  practiced  against  the 
Meacham  &  Babcock  Co.  had  been  practiced  against  others,  would 
it  have  resulted  in  the  same  general  embarrassment  that  Meacham  & 
Babcock  experienced? 

Mr.  Revelle.  I  believe  it  would,  and  I  believe  it  was  within  the 
power  of  this  local  board  to  break  any  shipyard  on  this  coast.  That 
IS  the  way  I  feel  about  it. 

Mr.  Kelley.  The  (xovernment  was  their  only  customer,  and  if 
they  refused  to  advance  funds  under  their  contracts  for  one  reason 
or  another,  the  shipyards  could  not  make  their  payments  and  could 
not  meet  their  notes  at  the  bank  when  due  and  they  would  soon  be 
unable  to  pay  their  bills  and,  under  that  definition  of  insolvency, 
would  be  insolvent? 

Mr.  Revelle.  No  doubt  about  it.  There  is  no  Question  in  my 
mind  if  they  had  withheld  their  money  that  was  due  them,  they 
could  not  gone  ahead.  Of  course,  under  our  State  law  a  man  who 
is  insolvent  can  not  pay  his  bills. 

Mr.  Kelley.  I  will  ask  you  if  you  know  if  the  same  treatment  had 
been  accorded  Meacham  &  Babcock  before  the  receiver  that  they  have 
been  accorded  under  the  administration  of  Mr.  Frick  on  the  same 
state  of  facts  would  a  receiver  have  been  necessary  or  have  been 
possible? 

Mr.  Revelle.  I  do  not  think  so.  Despite  that  I  do  not  see  how  a 
receiver  is  necessary,  for  everybody  had  waited,  as  the  creditors  were 
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fatient  and  they  were  all  i>atient  it  seems  to  me  but  this  one  man. 
f  they  could  just  have  waited  a  while,  this  thing  could  have  been 
adjusted;  they  were  all  doing  everything  possible  to  get  their  money. 
I  have  never  been  able  to  see  the  reason  tor  the  appointment  of  tiie 
receiver.  I  am  sure  if  they  had  been  dealt  with  prior  to  Mr.  Frick's 
appointment  like  they  have  been  since,  there  would  not  have  been  any 
of  this  controversy  at  all.    That  is  my  honest  judgment. 

The  Chairman.  That  is  all,  Mr.  Bevell^;  and  we  thank  you  for 
coming  up  here. 

(The  witness  was  excused.) 

TESTIHOHY  OF  HB.  0.  B.  THOBOSIMSOV,  ATTOSNEY  AT  LAW, 

SEATTLE,  WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  You  have  been  subpcenaed,  Mr.  Thorgrimson? 

Mr.  Thorgrimson.  Yes ;  I  have. 

The  Chairman.  What  is  your  name  ? 

Mr.  Thorgrimson.  O.  B.  Thorgrimson. 

The  Chairman.  You  are  an  at^mey  at  law  practicing  in  Seattle? 

Mr.  Thorgrimson.  Yes.  • 

The  Chairman.  How  long  have  you  been  practicing  law  I 

Mr.  Thorgrimson.  I  have  been  practicing  here  a  little  over  18 
years. 

The  Chairman.  Were  you  at  one  time  counsel  for  the  Meacham 
&  Babcock  Corporation  ? 

Mr.  Thorgrimson.  Yes ;  my  firm,  Preston  &  Thorgrimson,  became 
counsel  for  the  corporation  some  five  or  six  months  prior  to  this 
receivership  and  I  looked  after  the  business  for  the  firm. 

The  Chairman.  Did  you  represent  them  in*  court  when  the  re- 
ceiver was  appointed,  and  so  on? 

Mr.  Thorgrimson.  I  did. 

The  Chairman.  Did  you  ever  hear  Capt.  Blain  suggested  as  re- 
ceiver for  the  corporation? 

Mr.  Thorgrimson.  I  did. 

The  Chairman.  By  whom  was  he  suggested  ? 

Mr.  Thorgrimson.  He  was  suggested  to  me  first,  I  think,  by  Mr. 
Terhune,  who  told  me  that  Mr.  Blain  was  going  to  resign  as  local 
representative 'of  the  Shipping  Board  here,  and  was  to  be  their  per- 
manent receiver,  and  the  creditors  were  agreeing  upon  his  appoint- 
ment. 

The  Chairman.  Anybody  else  suggested  ? 

Mr.  Thorgrimson.  Well,  in  the  discussion  with  some  of  my  cients, 
why,  of  course,  they  mentioned  it.  I  do  not  remember.  I  think  pos- 
sibly one  or  two  of  the  creditors  also  told  me  that  was  the  plan  or 
was  the  proposed  plan. 

The  Chairman.  Did  you  have  any  talk  with  Capt.  Blain? 

Mr.  Thorgrimson.  No. 

The  Chairman.  Or  with  Mr.  Cosgrove? 

Mr.  Thorgrimson.  I  had  no  talk  with  Mr.  Cosgrove,  I  think,  about 
the  appointment  of  Capt.  Blain.  I  did  see  Mr.  Cos^ove  and  Mr. 
Terhune  in  the  hall  aft^er  a  creditors'  meeting  down  m  the  office  of 
the  Seattle  Credit  Association. 
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The  Chairman.  What  did  Mr.  Cosgrove  have  to  say  at  that  time! 

Mr.  Thorgrimson.  Well,  I  do  not  remember  that  in  that  conversa- 
tion any  discussion  as  to  who  was  to  be  the  receiver,  excepting  the 
talk  was  of  the  necessity  for  a  receivership. 

The  Chairman.  Did  not  Mr.  Cosgrove  in  some  conversation  with 
you  suggest  that  he  was  opposed  to  the  appointment  of  Capt.  Biain! 

Mr.  Thorgrimson.  Did  he  ? 

The  Chairman.  Yes. 

Mr.  Thorgrimson.  No. 

The  Chairman.  Did  he  ever  tell  you  that  he  was  in  favor  of  it? 

Mr.  Thorgrimson.  I  do  not  hardly  think  so.  No;  I  do  not  think 
that  he  discussed  Mr.  Blain's  appointment  with  me. 

The  Chairman.  That  is  all. 

Mr.  Thorgrimson.  Now,  there  is  one  thing  I  would  like  to  make  a 
statement  in  regard,  because  of  what  I  have  seen  in  the  paper,  as  to 
what  I  did  at  the  time  of  the  appointment  of  the  receiver,  if  the  com- 
mittee would  listen  to  me. 

The  Chairman.  That  is  at  the  time  the  permanent  receiver  was 
appointed  by  Judge  Allen? 

Mr.  Thorgrimson.  Yes. 

The  Chairman.  In  open  court? 

Mr.  Thorgrimson.  Yes.  I  understood  that  it  was  suggested  that 
at  the  time  of  the  hearing  before  Judge  Allen  I  admittM  that  the 
company  was  insolvent  and  the  receiver  should  be  appointed.  Now, 
that  is  not  correct.  I  had  just  previous  to  that  filed  an  answer  in 
the  case  denying  the  insolvency.  I  had  filed  and  served  first  an  affi- 
davit of  the  officers  of  the  company  denying  the  insolvency  and  in- 
sisted that  if  the  United  States  paid  the  claims  which  they  had 
against  them  that  they  would  be  able  to  pay  all  their  bills ;  and,  in 
fact,  at  no  time  did  I  admit  or  did  any  omcer  of  the  company  admit 
that  the  company  was  insolvent.  We  did  have  to  admit  if  the  Ship- 
pine  Board  withheld  our  pajrments,  we  could  not  meet  those  claims 
at  the  present  time.  That  was  the  time  of  the  hearing  of  the  receiver- 
ship. 

The  Chairman.  Did  you  admit  that  in  open  court? 

Mr.  Thorgrimson.  I  think  I  stated  in  open  court  that  if  the  United 
States  would  not  pay  our  just  claims  that  we  could  not  pay  our 
creditors  at  that  time,  because  we  did  not  have  ample  cash  to  pay 
them  all. 

The  Chairman.  But  at  that  time  your  answer  denying  insolvency 
was  on  file? 

Mr.  Thorgrimson.  The  answer  was  on  file  and  the  affidavits  were 
on  file. 

The  Chairman.  With  the  court? 

Mr.  Thorgrimson.  With  the  court. 

Mr.  Kelley.  Are  you  the  re^lar  counsel  for  Meacham  &  Babcock 
and  transact  most  oi  their  busmess? 

Mr.  Thorgrimson.  I  have  been  counsel  for  Meacham  &  Babcock 
individually.  They  are  an  electrical  contracting  firm  and  also  con- 
tract on  city  matters,  and  I  have  been  their  attorney  for  a  number  of 
years.  I  was  not  counsel  at  the  organization  or  the  carrying  on  of 
the  shipbuilding  company  until,  as  I  say,  just  a  short  time  prior  to 
the  receivership. 
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Mr.  Kelley.  Did  you  have  the  matter  of  their  finances  up  at  any 
time  with  Mr.  Cosgrove  or  Mr.  Terhune,  for  the  Shipping  Board  ? 

Mr.  Thoborimson.  No;  I  never  have. 

Mr.  Kellet.  Did  you  with  any  official  of  the  Shipping  Board  ? 

Mr.  Thorgrimson.  No;  at  no  time  did  I  see  any  official  of  the 
Shipping  Board  in  regard  to  their  finances 

Mr.  Kelubt.  Meacham  &  Babcock  never  advised  you,  as  far  as 
you  recall^  that  it  would  be  to  their  interest  to  see  the  counsel  for 
the  Shipping  Board  on  any  matter? 

Mr.  Thorgrimson.*  I  do  not  know.  Not  prior  to  the  receivership, 
that  I  remember;  but  it  might  have  been  at  the  time  of  the  receiver- 
ship they  did  make  some  such  suggestion. 

Mr.  Keujby.  Prior  to  that  time  you  were  never  advised  by 
Meacham  &  Babcock  to  see  the  legal  department  on  any  matter? 

Mr.  Thorgrimson.  Not  on  any  matter  that  I  recollect  now.  At 
least  not  in  regard  to  finances.    I  think  about  no  matter. 

(The  witness  was  excused.) 

TESTIMONT  OF  MB.  HOWASD  0.  COSOBOVB— Beinmed. 

The  Chairman.  Mr.  Cosgrove,  you  were  to  give  the  committee 
some  information  about  a  contract. 

Mr.  Cosgrove.  Yes. 

The  Chairman.  We  asked  you  yesterday  for  some  information 
with  reference  to  some  contracts. 

Mr.  Cosgrove.  Yea  Meacham  &  Babcock  have  a  contract  known 
as  No.  69  W.  H.,  which  is  a  contract  for  two  hulls  only,  as  we  under- 
stand it,  of  date  August  7, 1917. 

The  Chairman.  1917? 

Mr.  Cosgrove.  Yes,  sir.  This  contract  provides  for  a  controlled 
account  on  first  payment,  with  progress  payments  thereafter.  They 
have  a  further  contract  known  as  No.  143  W.  C. — W.  C.  meaning 
wood  complete — for  four  vessels,  dated  November  28,  1917.  This 
calls  for  another  controlled  account,  covering  the  first  payment,  with 
similar  provisions  concerning  a  check  of  progress  payments.  In 
this  there  is  an  option  given  to  the  Fleet  Corporation  to  furnish  the 
machinery  and  equipment  and  charge  that  to  the  Meacham  &  Bab- 
cock Corporation;  that  is,  as  I  understand  it.  This  furnishing  of 
machinery  and  equipment  is  what  has  caused  some  of  this  excess 
machinery  and  equipment  to  be  found  at  the  plant  and  over  which 
the  auditor  is  struggling  with  charges.  This  contract  provides  that 
the  Fleet  Corporation  may  require  evidence  as  to  obligations  of  the 
corporation  before  it  will  settle  with  the  corporation,  and  it  may 
withhold  amounts  which  appear  to  be  necessary  to  cover.  Meacham 
&  Babcock  have  another  contract  known  as  335  W.  H.,  wood  hulls 
only,  for  four  hulls,  dated  June  14,  1918,  and  this  one  is  almost  the 
same  as  the  contract  I  have  just  mentioned  as  to  controlled  account. 
It  provides  for  a  reservation  of  $125,000  from  the  last  payment  to  be 
retained  for  a  period  of  six  months  to  meet  any  defects  which  may 
appear  within  the  six  months.  The  conditional  acceptance  being 
given  at  the  time  the  vessel  is  delivered  and  at  the  end  of  the  six 
months,  no  defects  appearing  or  having  been  paid  for,  the  uncondi- 
tional acceptance  is  to  be  given.    Meacham  &  Babcock  have  a  further 
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contract  known  as  installation  contract  No.  34,  for  six  halls,  witii 
$16,000  plant  and  overhead  payment  on  each  vessel,  with  $5,000 
profit. 

Mr.  Foster.  What  is  the  date  of  it  ? 

Mr.  CosGROVE.  I  omitted  to  put  that  down,  but  I  will  give  it  to  you. 

Mr.  Foster.  I  wish  you  would. 

Mr.  CofiOROVE.  The  installation  contract  was  dated  July  17,  1918. 
This  firm  has  a  further  contract  known  as  No.  485,  W.  H.  for  two 
hulls  only,  and  this  contract  provides  for  a  further  controlled  ac- 
count, covering  the  first  payment  and  much  similar  in  other  respects 
to  the  previous  contracts  mentioned. 

Mr.  Foster.  What  is  the  date  of  that  ? 

Mr.  CosGROVE.  September  21, 1918.  You  asked  me  to  explain  fur- 
ther about  the  contiolled  account.  I  have  been  unable  to  get  in  con- 
ference with  Mr.  Deane  this  morning,  and  I  can  not  give  you  that 
information.  I  feel  that  he  only  can  give  you  that  information, 
being  probably  cognizant  of  it.  He  can  also  give  you  such  informa- 
tion as  may  exist  concerning  any  alleged  diverted  payments.  My  in- 
formation that  I  have  received  from  time  to  time  has  come  from 
his  office. 

The  Chairman.  You  have  not  the  information  now  at  hand  upon 
which  you  base  the  statements  contained  in  the  opinion  which  you 
forwarded  to  the  home  office  concerning  these  payments  that  have 
been  diverted  ? 

Mr.  CosoROVE.  I  never  sent  any  opinion  to  the  home  office  concern- 
ing any  diverted  payments  whatever,  excepting  the  diversion  of 
money  in  the  purchase  of  stock. 

The  Chairman.  Oh,  yes. 

Mr.  CosGRovE.  That  is  the  only  correspondence  I  have  ever  had 
with  the  home  office  relative  to  any  diversion,  and  that  correspondence 
referred  directly  to  a  typewritten  financial  statement  furnished  me 
bv  Mr.  Dean,  and  which  had  been  forwarded  by  him  to  the  home 
office. 

The  Chairbian.  As  counsel  for  the  Fleet  Corporation,  have  you 
ever  been  asked  to  look  into  the  payments  made  by  ship  constructors 
here  to  relatives  or  employees  of  the  district  office,  or  presents  and 
gifts  given  to  them? 

Mr.  Cosgro^t:.  No,  sir;  I  have  no  knowledge  or  information  con- 
cerning any  of  those  matters,  and  have  had  no  conversations  with 
anyone  about  it. 

The  Chairman.  No  official  has  asked  you  to  look  into  such  matters? 

Mr.  CosGROVE.  No,  sir.  I  know  as  much  as  you  about  that  matter 
from  what  I  have  heard  here  in  the  last  day  or  so.  In  fact,  that  is 
all  the  information  I  have  about  it,  what  I  have  heard  from  witnesses 
here. 

The  Chairman.  Do  you  have  any  knowledge  as  to  how  the  sponsors 
for  these  various  ships  were  selected  ? 

Mr.  CosGROVTE.  No.  I  have  no  real  knowledge  that  would  go  in 
any  court.  I  have  merely  the  information  I  have  gathered  from 
fragments  of  conversations  in  which  I  had  no  special  interest. 

The  Chair^ian.  Was  it  upon  you  advice  that  the  district  office 
decided  to  allow  $1,500  for  the  launchings  that  had  taken  place  prior 
to  a  certain  date,  and  $600  for  launchings  subsequent  to  that  time? 

Mr.  CosGROVE.  No,  sir. 
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The  Chairman.  Did  you  have  any  knowledge  of  that? 

Mr.  CosGROVE.  I  had  no  knowledge  of  it  whatever. 

The  Chairman.  Is  there  anything  else  in  the  testimony  which  you 
have  heard  since  you  were  last  on  the  stand  about  which  you  wish 
to  direct  the  attention  of  the  committee? 

Mr.  CosGROVB.  Yes,  sir.  I  think  I  can  clear  up  a  little  of  what  may 
be  a  possible  misunderstanding  of  the  facte,  concerning  these  cred- 
itors' meetings  of  Meacham  &  Babcock.  So  far  as  I  know,  there 
were  never  but  two  meetings.  One  of  them  was  called,  I  believe,  by 
the  Merchants'  Association  of  the  city,  and  I  was  invited  to  be  pres- 
ent by  the  official  or  the  secretary,  I  believe,  of  that  associatioiL 
This  took  place  in  the  association's  rooms.  I  did  not  appear  at 
the  meeting  until,  as  a  matter  of  fact,  it  had  adjourned.  I  was  late, 
and  I  came  in  just  as  it  was  adjourning,  and  what  transpired  prior 
to  my  arrival  I  have  no  knowledge  concerniiig.  But  from  Mr. 
Terhune's  testimony  last  night,  I  can  only  guess  that  a.t  that  meeting 
he  stated  to  this  group  of  merchants  that  he  was  favorable  to  Capt. 
Blain  as  receiver. 

The  Chairman.  At  the  first  meeting? 

Mr.  CosoRovE.  Yes,  sir.  I, can  only  guess  that  this  is  what  must 
have  happened,  and  I  believe  that  is  where  the  idea  must  have 
become  prevalent,  that  he  was  to  be  the  receiver.  Mr.  Wills,  I 
believe,  who  was  chaiiman  of  that  meeting,  seeing  me  come  in,  asked 
me  to  state  anything,  if  I  could,  which  the  Fleet  Corporation  might 
have  to  say,  and  I  was  unable  to  say  very  much  because  I  was  un- 
certain as  to  what  the  home  office  desired  to  have  done.  I  had 
reported  as  I  showed  you  yesterday,  in  my  telegrams;  I  had  made 
my  recommendation  as  was  contained  in  those  telegrams,  but  would 
not  under  any  circumstances  at  that  time  commit  the  Fleet  Corpora- 
tion to  any  position,  and  urged  them  not  to  take  any  action  or 
proceeding  until  we  could  get  further  advice  and  that  was  all,  so 
far  as  I  was  concerned  of  that  meeting.  We  went  away  and  I  met 
Mr.  Thorgrimson,  as  I  believed  he  stated,  in  the  hall,  but  no  con- 
versation took  place  between  him  and  me  in  regard  to  Capt.  Blain. 
In  fact,  I  had  no  conversation  with  any  one  concerning  it.  We 
were  unable  to  get  any  response  from  my  wire.  I  will  say  this: 
Capt.  Blain  knew  nothing  of  my  wires  to  the  home  office  until  after 
they  were  sent.  Then  Mr.  Wills,  representing  the  Seattle  Hardware 
Co.,  a  large  creditor,  and  one  of  the  officials  of  the  Merchants'  Asso- 
ciation, sought  an  engagement  with  Capt.  Blain  and  I  was  called  up 
to  his  office.  Some  other  merchant  was  present,  whom  I  do  not— 
whose  name  T  do  not  now  recollect  and  Mr.  Wills  suggested  that 
he  call  another  meeting  of  the  creditors  to  discuss  the  situation,  and 
Capt.  Blain  said  if  they  wished  they  could  use  the  assembly  room 
of  the  Fleet  Corporation.  So  Mr.  Wills  called  this  meeting  and 
these  creditors  appeared— all  of  them.  Capt.  Blain  was  present 
and  I  was  present. 

The  Chairman.  Did  he  not  preside  at  that  meeting? 

Mr.  CosGROVE.  There  was  really  no  one  presiding  if  you  wish  to 
call  it  such;  no  one  was  chosen  an  officer  or  anything  of  that  sort. 

The  Chairman.  Was  it  as  formal  as  the  first  meeting? 

Mr.  CosoROVE.  No,  sir ;  it  was  not,  and  at  that  meeting  there  was 
never  any  discussion  by  anyone  of  Capt.  Blain  being  made  receiver ; 
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not  by  anyone,  and  Mr.  Revelle  in  his  testimony,  relying  upon  what 
others  have  told  him,  is  mistaken  if  he  did  say,  I  am  not  quite  sure 
that  he  did  say  it,  that  at  this  meeting  there  was  any  agreement  or 
understanding  as  to  Capt.  Blain.  If  there  had  been  any  at  any 
time  it  must  nave  been  at  that  first  meeting  at  which  I  came  late 
and  have  no  knowledge  of  what  transpired.  Now,  at  this  second 
meeting,  in  this  building  here,  in  the  assembly  rooms,  I  then  went 
over  the  situation  of  these  men  and  ^ave  them  the  telegrams  that  I 
had  sent  to  the  home  office,  and  a^am  called  their  attention  to  the 
fact  that  we  had  great  difficulty  in  getting  the  home  office  to  do 
anything  in  the  matter;  that  it  was  almost  hopelessly  committed 
against  furnishing  any  more  money.  At  that  time  the  Fleet  Cor- 
poration knew  the  war  was  over  and  when  it  came  to  digging  up 
more  money  it  was  almost  impossible,  but,  nevertheless,  it  was  my 
effort  to  see  that  these  creditors  were  taken  care  of,  believing  there 
would  be  in  the  end  probably  enough  to  pay  them  out,  and  the 
Fleet  Corporation  would  not  suffer  any  greater  loss  than  it  would 
anyway. 

The  Chairman.  You  heard  Mr.  Revelle's  statement  that  you  used 
your  best  efforts,  he  was  convinced,  with  reference  to  his  claim  and 
that  you  did  interest  yourself  to  the  same  extent  in  endeavoring  to 
have  the  other  claims  adjusted  promptly. 

Mr.  CosGROVE.  His  claim  if  1  may  clear  you  as  to  that,  was  not 
a  claim  against  Meacham  &  Babcock.    He  had  two  claims  if  I  am 

getting  that  riffht.  He  was  interested  as  a  creditor  of  Meacham  & 
abcock,  which  was  one  item,  and  he  was  also  interested — ^his  firm 
was  as  a  creditor  of  the  Sloan  Corporation,  and  he  got  caught  some 
place  up  here  where  he  could  not  get  any  action  on  nis  Sloan  claim. 

These  Sloan  bills,  I  believe,  were  passed  on  to  a  Mr.  Manion,  who 
is  the  purchasing  officer  of  this  corporation  or  who  was  at  that  time 
and  Mr.  Manion  is  the  man  who  was  holding  up  the  claims  and  it  was 
hot  Capt.  Blain,  nor  was  it  Capt.  Magee.  It  may  be  that  Capt. 
Magee  did  not  give  the  attention  to  it  that  he  ought  to  have  given 
it,  but  I  found  serious  trouble  in  Mr.  Manion's  office  when  he  could 
not  get  any  place.  It  then  became  necessary  to  find  out  what  the 
exact  obligations  of  the  Sloan  Corporation  were.  As  I  told  you  the 
other  day,  I  came  to  the  conclusion  that  the  Crane  Co.  claim  was 
doubtful ;  that  its  contract  was  very  doubtful  and  that  the  claim  of 
the  plumbing  and  supply  company  was  a  valid  one,  or  rather  a  valid 
contract,  and  that  in  the  interest  of  the  Sloan  Corporation  I  recom- 
mended to  Mr.  Manion  that  he  take  care  of  the  claim  of  the  Seattle 
Plumbing  &  Supply  Co.,  and  refuse  to  recognize  any  further  claims 
of  the  Crane  Co.,  under  that  so-called  blanket  contract;  that  brought 
Mr.  Revelle  his  money. 

The  Chairman.  Did  you  at  any  time,  in  respect  to  claims  of  credi- 
tors of  any  of  the  shipbuilders  in  this  district,  attempt  to  delay 
settlement  or  payment  of  the  claims? 

Mr.  CosGROVE.  No,  sir ;  it  has  been  my  purpose  from  the  beginning 
to  aid  in  every  way  I  could.  I  have  felt  that  the  Government  was 
not  acting  as  a  partisan  in  reference  to  the  people  with  whom  it  was 
doing  business.  It  was  not  its  business  to  drive  hard  contracts  but 
to  be  square.  It  occupied  a  different  position  from  any  other  ordi- 
nary person  entering  mto  a  contract  and  that  it  was  my  business  to 
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see  that  the  contractor  got  exactly  what  was  coming  to  him ;  no  more 
and  no  less. 

The  Chairman.  Mr.  Cosgrove,  have  you  any  knowledge  how  Mr. 
Pigott  came  to  be  named  as  one  of  the  receivers  when  the  perma- 
nent receiver  was  appointed? 

Mr.  Cosgrove.  No,  sir.  Judge  Allen,  I  think,  is  the  only  man  who 
can  answer  that. 

The  Chairman.  You  made  no  recommendation  of  Mr.  Pigott  ? 

Mr.  Cosgrove.  No,  sir;  I  did  not. 

The  Chairman.  Or  introduced  any  objection? 

Mr.  Cosgrove.  I  did  not  know  of  it. 

The  Chairman.  You  did  not  know  two  receivers  were  to  be  ap- 
pointed? 

Mr.  Cosgrove.  No,  sir.  In  fact,  I  objected  when  I  found  two  were 
appointed  and  insisted  to  Mr.  Deane  we  would  not  pay  the  expenses 
of  any  two  receivers;  that  they  could  get  rid  of  one  of  them,  and 
if  they  insisted  on  two  of  them,  we  would  not  pay  for  two.  I  did 
not  care  for  two  and  we  would  not  pay  for  two. 

The  Chairman.  You  mean  to  say  if  the  court  of  the  State  of 
Washington  appointed  two  receivers  to  adjust  the  affairs  of  Meacham 
&  Babcock,  that  the  Emergency  Fleet  Corporation  would  refuse  td 
allow  the  expenses  of  those  receivers? 

Mr.  Cosgrove.  One  of  them.  Bealizing  at  all  times  that  we  were 
under  no  le^al  obligation  at  any  time,  notwithstanding  the  court 
and  the  receiver  to  advance — ana  that  is  what  it  was,  advance  any 
moneys;  that  if  they  wanted  two  receivers  they  could  get  the  extra 
cost  for  the  extra  receiver  out  of  any  other  fimds  or  source  available 
to  the  receiver.  That  was  the  course  I  took  to  protect  what  I  thought 
was  the  interest  of  the  Government. 

The  Chairman.  In  other  t^ords,  that  if  the  court  in  the  adjustment 
of  the  affairs  of  Meacham  &  Babcock  through  a  receivership  had 
issued  orders  relative  to  the  payment  and  settlement  of  these  claims 
and  as  to  what  proportion  or  the  moneys  paid  over  should  go  to  the 
receivers  as  fees,  that  if  it  contemplated  the  payment  of  fees  to  two 
receivers,  the  Fleet  Corporation  would  not  have  obeyed  the  order  of 
the  court? 

Mr.  Cosgrove.  No  ;  you  misunderstand  me.  I  had  no  objection  to 
either  one  of  these  men  as  receiver,  personally ;  none  whatever. 

I  had  no  feeling  in  that.  I  felt  that  whatever  money  we  furnished 
was  in  the  nature  of  an  advancement,  and  that  after — and  that 
when  the  court  came  to  settle  up  the  accounts  of  the  receivers,  I  had 
no  word  of  criticism  to  make;  if  he  wants  to  direct  that  out  of 
the  funds  then  in  the  possession  of  the  receiver,  there  shall  be  paid 
to  each  of  the  receivers  whatever  fee  he  fixes.  But  I  did  not  feel 
that  we  should  be  called  upon  as  a  creditor  to  advance  any  more 
money  to  any  receiver  or  to  any  attorney  for  the  receiver  than  was 
actually  necessary  to  finish  the  shipbuilding  program  of  the  Gov- 
ernment. I  told  Mr.  Heifner  and  I  told  Mr.  Terhune,  when  they 
came  around  and  wanted  to  get  a  fee  fixed  for  this,  that  under  no 
circumstances  would  we  pay  one  cent  above  just  the  amount  neces- 
sary to  keep  them  on  the  ]ob  to  finish  our  ship  construction,  and 
that  after  tnat,  whatever  was  left  of  the  plant  of  assets  of  the  cor- 
poration, the  court  could  adjust  with  them  whatever  fees  were  com- 
ing to  them. 
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The  Chairman.  You  understood  that  the  Fleet  Corporation  was 
going  to  pay  an  amount  in  addition  to  the  amount  due  on  the 
claims  for  receivers'  fees? 

Mr.  CosoROVE.  We  were  paying  out  what  was  the  weekly  pay  roll 
of  the  corporation — the  Meacham  &  Babcock  Corporation  had  no 
funds  even  to. meet  any  expense;  and  it  was  becoming  necessary,  if 
we  wanted  to  get  the  ships  finished,  to  meet  whatever  cost  was 
necessarj'  to  get  them  finished — and  the  receiver's  cost  was  a  neces- 
sarv  charge. 

The  Chairman.  How  much  did  you  approve  of  for  receivere'  feel 

Mr.  CosGROvE.  $500. 

The  Chairman.  The  total  fee? 

Mr.  CosGROVE.  No,  no ;  $500  a  month. 

The  Chairman.  A  month? 

Mr.  CosGRovE.  Yes,  sir. 

The  Chairman.  In  addition  to  anything  that  might  be  allowed 
by  the  court  out  of  the  assets? 

Mr.  CosGRovE.  That  was  the  court's  own  business.  I  have  never 
at  any  time  taken  the  position,  and  I  do  not  want  you  to  understand 
me  now,  that  I  have  at  any  time  attempted  to  say  to  the  court  what 
'he  should  allow  or  should  not  allow.  That  is  beyond  me.  I  take 
the  position  that  the  Fleet  Corporation  had  a  right  to  say  what  it 
would  advance  as  a  creditor. 

The  Chairman.  What  it  would  advance  as  a  creditor? 

Mr.  CosGROVE.  Yes,  sir. 

The  Chairman.  Well,  did  you  consider  the  Fleet  Corporation  a 
creditor  of  Meacham  &  Babcock? 

Mr.  CosGROVE.  I  did ;  yes.    In  one  sense  it  was. 

The  Chairman.  They  owed  Meacham  &  Babcock  some  money^ 
and  you  considered  them  a  creditor  of  the  firm  ? 

Mr.  CosGROvB.  I  think  Meacham  &  Babcock  owed  it,  as  I  under- 
stand it,  over  and  above  some  money  that  the  Fleet  Corporation 
owed  Meacham  &  Babcock. 

The  Chairman.  But  in  spite  of  that,  the  Fleet  Corporation  would 
pay  money  to  the  receivers  for  that  firm? 

ilr.  CosGROVE.  Yes,  sir.  That  was  necessary  to  get  these  ships 
finished  and  get  theaa.  off  the  ways. 

The  Chairman.  Well,  that  necessity  existing,  and  still  exists^  of 
course;  but,  if  I  understand  you,  the  position  you  took  on  behalf 
of  the  Fleet  Corporation  was  not  to  dictate  to  the  court  what  the 
receivers'  fet».  should  be,  but  simply  that  the  Fleet  Corporation  re- 
served the  right  to  itself  to  say  how  much  it  should  advance  on 
account  of  receivers'  fees? 

Mr.  CosGROVE.  Now  you  understand  me. 

The  Chairman.  Outside  of  what  the  court  might  advance  from 
the  amounts  paid  over  to  the  receivers? 

Mr.  CosGROVE.  That  is  correct.    I  might  say  I  went  further  and 
informed  them  immediately  upon  our  shipbuilding  work  being  fin- 
ished we  would  not  advance,  either  to  the  receiver  or  his  attorney, 
one  single  cent  further. 
The  Chairman.  I  think  that  is  all. 

Mr.  Foster.  Did  this  contemplate  an  advance  for  attorneys*  fees 
and  receivers'  fees? 
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Mr.  CosGROVE.  There  was  $250  allowed  by  the  court.  I  think  the 
court  wanted  to  allow  more  money,  but  he  adopted  this  figure  that 
was  fixed ;  $500  for  one  and  $*250  for  the  other. 

Mr.  Foster.  You  paid  that? 

Mr.  CosGROVE.  Yes,  sir. 

Mr.  Hadley.  Were  these  advancements  for  receivers'  and  attor- 
neys' fees  such  that  they  would  be  applicable  upon  the  gross  sum  that 
would  be  fixed  by  the  court  or  were  they  in  addition  to  what  the  court 
fixed  ? 

Mr.  Cosgrove.  These  were  in  the  nature  of  preferred  claims,  all 
items  of  operating  costs  after  the  date  of  the  receivership  are  in  the 
nature  of  preferred  claims,  and  they  so  stood,  and  that  claim  was 
previous. 

Mr.  Hadley.  AVhat  I  had  in  mind — ^my  question  was  if  the  ad- 
vancement you  proposed  to  make  was  an  advancement  for  the  dis- 
charge of  that  class  of  claims  or  some  advancement  for  any  other 
claim  ?  Was  it  a  fee  being  paid  to  the  receiver  and  attorney  outside 
of  the  fees  that  the  court  has  fixed,  or  was  it  an  advancement^ 

Mr.  Cosgrove.  It  was  in  the  nature  of  an  advancement  made  by  the 
Fleet  Corporation  without  special  regard  to  what  term  the  receiver 
or  the  court  might  wish  to  call  it. 

Mr.  Hadley.  Upon  what  would  this  advancement  apply  when  it 
was  made?  That  is,  I  want  to  know  on  what  these  advancements 
sipplied. 

Mr.  Cosgrove.  Upon  the  item  of  operating  costs  of  the  receiver. 

Mr.  Hadley.  And  iot  the  particular  part  of  the  cost  you  had  in 
mind,  as  I  understood  your  testimony,  which  was  receiver  fees  and 
attorney  fees? 

Mr.  Cosgrove.  Yes,  sir. 

Mr.  Hadley.  It  was  not  quite  clear  in  my  mind  from  your  state- 
ment whether  this  $500  was  in  payment  of  fees  which  the  receiver  and 
attornev  would  avail  themselves  of  in  addition  to  what  the  court 
might  nx. 

Mr.  Cosgrove.  I  have  no  control  over  the  court.  After  the  court 
did  fix  an  order  finally  of  $500  and  $250  j  but  in  the  nature  of  things 
when  the  court  finally  closes  up  this  receivership,  if  the  court  desires 
to  give  any  additional  compensation  to  either  of  these  parties,  that  is 
within  the  court's  own  province. 

Mr.  Hadley.  After  the  fixing  of  these  fees,  where  did  the  money 
come  from  to  pay  the  fees? 

Mr.  Cosgrove.  The  Fleet  Corporation  advanced  it. 

Mr.  Hadley.  That  is  what  I  mean. 

Mr.  Foster.  How  would  you  take  care  of  that  $750  a  month ;  $500 
and  $250? 

Mr.  Cosgrove.  Yes,  sir. 

Mr.  Foster.  When  they  get  through  you  have  no  further  liability 
with  either  of  them;  that  is,  between  the  receiver  and  the  court? 

Mr.  Cosgrove.  That  is  correct.  We  quit  paying  them  money  just 
as  soon  afe  they  quit  building  ships  for  tnem. 

Mr.  Foster.  And  you  so  notified  them? 

Mr.  Cosgrove.  Yes.  They  could  pay  them  just  the  same  as  they  are 
paying  their  laborers  out  there. 
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Mr.  Kelley.  Mr.  CJosgrove,  what  was.  the  financial  condition,  if 
you  know,  of  Meacham  &  Babcock  at  the  time  the  Government  made 
contracts  with  that  firm  for  ships? 

Mr.  CosGROYE.  I  have  no  knowledge  of  that.  I  never  had  any  one 
put  it  up  to  me  and  never  had  any  occasion  to  investigate  it. 

Mr.  Kellby.  Was  it  the  practice  of  the  Shipping  Board  to  let  con- 
tracts for  ships  aggregating  in  value  eight  to  ten  million  dollars  with- 
out putting  it  up  to  the  legal  department  to  ascertain  the  financial 
condition  of  the  concern  before  the  contract  was  let? 

Mr.  CosGROVE.  I  am  only  saying,  as  far  as  the  local  legal  division 
was  concerned,  it  was  not  the  practice,  nor  did  it  even  do  it. 

Mr.  Eelley.  You  do  not  know  whether  Meacham  &  Babcock  were 
in  good  shape  financially  when  they  started  in  or  not? 

Mr.  CosGRovE.  No,  sir ;  I  do  not.  I  might  say  that  I  think  all  the 
Meachan  &  Babcock  contracts  were  secured  by  their  representatives 
directly  in  Washington  without  any  reference  to  this  office. 

Mr.  Keuley.  How  did  the  officials  in  Washington  know  the  finan- 
cial ability  or  the  reliabilitv  of  Meacham  &  Babcock  here  in  Seattle? 

Mr.  CosGROVE.  I  do  not  know.    I  would  like  to  know  that  myself. 

Mr.  Kelley.  It  probably  struck  you  from  the  beginning  as  rather 
a  strange  way  of  doing  business? 

Mr.  CosGROVE.  The  contractors  had  a  habit  of  going  East  and  get- 
ting contracts  in  any  way  they  could  pry  a  contract  out  of  the  Fleet 
Corporation. 

Mr.  KJBLLEY.  Like  this  Sloan  case? 

Mr.  CosGROVB.  I  think  if  there  is  any  responsibility  for  the  letting 
of  the  most  of  those  contracts  it  must  be  laid  directly  to  the  officials  at 
the  home  office. 

Mr.  Kelley.  Such  a  practice  of  letting  contracts  to  strangers  com- 
ing into  the  office  at  Philadelphia  would  naturally  lead  to  more  or 
less  waste  of  funds,  would  it  not? 

Mr.  CosGROVE.  I  do  not  like  to  go  so  much  on  record  of  disapprov- 
ing my  own  supervisors'  policy,  but 

Mr.  "Kelley,  But  from  your  experience  in  the  service,  now  that 
the  war  is  over — from  your  experience  in  the  service  now  you  can 
speak  more  critically  than  you  could  in  the  beginning? 

Mr.  CosGROVE.  Some  think  the  war  is  not  over  yet.  I  do  not  know, 
only  by  word  of  mouth,  that  the  war  is  over;  maybe  I  am  mistaken. 

Mr.  Keluby.  It  may  not  be.  Now,  the  time  did  come  when  you 
did  have  an  audit  of  this  concern? 

Mr.  CosGROvB.  Yes,  sir. 

Mr.  Keuuey.  Did  that  audit  not  show  what  the  condition  of  the 
firm  was  when  the  contracts  were  awarded  ? 

Mr.  CosGROVE.  No,  sir;  that  audit,  so  far  as  I  know,  and  the  only 
one  that  I  saw,  was  an  audit,  I  believe,  of  the  condition  of  the  cor- 
poration as  of  date  of  August  31, 1918. 

Mr.  Kelley.  Did  your  audit  show  whether  Meachan  &  Babcock 
lost  money  on  the  ships  they  delivered  or  not? 

Mr.  CosGROVE.  No ;  I  don't  think  it  did.    I  do  not  believe  it  did. 

Mr.  Kelley.  The  only  business  they  did  was  for  the  Grovemment 
from  the  time  the  contracts  were  let  until  this  audit,  I  take  it? 

Mr.  CosGROVE.  So  far  as  I  know,  that  is  all. 
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Mr.  Kelley.  Now,  if  they  did  not  lose  any  money  on  the  ships 
that  they  built  they  ought  not  to  be  in  any  worse  condition  than  when 
the  contracts  were  let  at  the  time  of  this  audit. 

Mr.  CosGROVE.  Well,  the  principal  trouble,  I  think,  with  the  whole 
Meacham  &  Babcock  situation  is  that  they  began  without  funds. 
They  began  without  a  plant  and  it  was  necessary  to  use  moneys  that 
were  called  by  them  profits,  which  may  or  may  not  have  been  profit 
in  building  a  plant. 

Mr.  Kelley.  I  understood  Mr.  Meacham  to  say  they  had  a  capital 
of  some  $300,000— capital  stock? 

Mr.  CosGROVE.  Do  you*  know  how  it  was  paid  in  ? 

Mr.  Blelley.  No.     You  tell  us. 

Mr.  CosGROVE.  It  was  paid  in  by  securing  a  lease  or  leases  from  the 
port  commission  of  the  property  on  which  the  plant  is  located,  which, 
as  a  matter  of  fact,  did  not  represent  any  $300,000,  and  never  did. 
I  do  not  think  they  paid  anything  for  it ;  they  merely  secured  it,  and 
it  was  not  worth  it. 

Mr.  Kelley.  Well,  did  they  not  have  any  machinery  in  their 
original  yard? 

Mr.  CosGROVE.  I  think  they  got  a  little  machinery  from  some 
source;  I  think  they  did,  about  $50,000,  I  believe.  Its  character  I 
am  not  familiar  with. 

Mr.  Kelley.  Did  they  not  put  up  the  money  for  that? 

Mr.  CosGROVB.  By  issuing  some  of  these  so-called  bonds. 

Mr.  Kelley.  That  is  the  way  any  corporation  gets  money,  by 
issuing  stock — selling  stock.  Didn't  the.  stockholders  put  up  the 
money  ? 

Mr.  CosGROVE.  Yes;  with  their  fin^ei*s  crossed. 

Mr.  Kelley.  Well,  you  are  complaining  now.  They  are  retiring 
some  of  that  stock?  • 

Mr.  CosGROVE.  Yes. 

Mr.  Kelley.  But  in  the  beginning  they  sold  the  stock  to  these 
stockholders  and  the  money  was  put  into  the  treasury  of  the  corpora- 
tion and  this  yard  was  constructed  ready  to  start.  Now,  does  your 
audit  show  whether  or  not  they  did  actually  pay  anything  for  this 
lease  ?  * 

Mr.  CoSGROVE.  The  report,  as  I  say,  as  shown  to  me,  was  apparently 
not  intended  to  develop  the  answers  to  some  of  the  questions  you  are 
asking  me  and  did  not  show  it.  It  was  merely  a  liaoility  and  assets 
showing. 

Mr.  Kelley.  You  really  did  not  pass  on  the  facts  concerning  the 
financial  situation  of  this  company  at  all,  personally,  did  you  ? 

Mr.  CosGROVE.  No,  sir. 

Mr.  Kelley,  All  you  did  was  to  take  the  report  as  it  was  and  base 
your  legal  opinion  upon  that  report? 

Mr.  COSGROVE.  I  ao  not  so  understand  that  it  is  my  duty  to  in- 
vestigate. 

Mr.  Kelley.  I  am  not  asking  you  that. 

Mr.  CosGROVE.  It  is  for  the  auditor  to  develop. 

Mr.  Kelley.  He  went  out  there,  made  an  investigation,  and  came 
in  and  made  a  report,  in  which  he  said  this  concern  is  not  a  going 
concern? 
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Mr.  CosGROVE.  Yes,  sir. 

Mr.  Kesluey.  You  took  his  word  for  it  ? 

Mr.  CosGROVE.  I  most  certainly  did. 

Mr.  Kelley.  Personally,  you  did  not  know  from  any  investigation 
that  you  ever  made  whether  any  of  the  facts  set  forth  by  the  auditor 
are  correct  or  not? 

Mr.  CosGROVE.  No ;  I  do  not.  I  do  not  think  anybody  expected  Bie 
to  do  that,  Congressman. 

Mr.  Kelley.  No;  possibly  not.  But  I  was  just  figuring  in  my  own 
mind  just  how  far  back  your  personal  information  relative  to  this 
corporation  went,  and  whether  or  not  I  would  have  to  attach  certain 
weight  as  far  back  as  your  opinion  goes,  and  then  put  the  balance  of 
it  on  somebody  else. 

Mr.  CosGROVE.  My  information  began,  as  I  gave  it  to  you  yesterday, 
what  I  thought  was  a  complete  history  of  my  acquaintance  with  this 
corporation,  which  came  on  the  report  of  the  auditor,  to  Capt.  Blain 
on  his  request  to  me  concerning  the  matter  and  also  a  letter  from  the 
auditor. 

Mr.  Kelley.  Is  it  your  understanding  that  this  concern  took  these 
contracts  at  too  low  a  figure  ?  . 

Mr.  CosGROVE.  I  have  no  understanding  concerning  that.  What 
might  have  been  too  low  a  figure  at  one  time,  might  have 

Mr.  Kelley.  It  is  a  pretty  serious  thing  to  ruin  a  corporation, 
which  you  practically  do  when  you  put  them  into  the  hands  of  a 
I'eceiver — only  one  in  a  million  ever  comes  out  of  it — and  also  for  the 
Government,  at  least.  It  would  seei^  as  though  they  would  make 
some  inquiry  into  the  situation  as  to  whether  or  not  they  had  a  con- 
tract which  they  could  pay  out  with  the  Government  rather  than  to 
put  the  screws  on  them  and  force  them  into  he  hands  of  a  receiver 
without  ftiowing  whether  the  Government  had  a  contract  which  was 
too  advantageous  for  the  Government. 

Mr.  CosGROVE.  If  your  comments  just  made  indicate  your  idea  that 
I  put  the  screws  to  this  corporation  and  put  them  in  the  hands  of  a 
receiver,  they  are  not  properly  founded. 

Mr.  Kelley.  Well,  I  mean  through  the  auditor.  You  based  all 
your  conduct  on  the  actions  of  the  auditor. 

Mr.  CosGROVE.  I  do  not  want  to  be  charged  with  anything  I  did 
not  do. 

Mr.  Kelley.  I  wondered  if  it  wfiuld  not  come  within  the  proper 
sphere  of  an  attorney  for  the  Government  to  ascertain  on  his  own 
account  whether  or  not  it  was  really  proper  to  put  a  concern  of  this 
kind  in  the  scrap  heap. 

Mr.  CosGROVE.  Had  it  come  to  me  in  this  way,  that  I  had  been 
called  upon  to  put  them  in  the  hands  of  a  receiver,  I  would  have  made 
much  more  of  an  investigation  than  I  did,  but  that  never  was  pre- 
sented to  me. 

Mr.  Kelley.  Your  answer  really  is,  you  did  not  do  it.  You  did  not 
put  them  in  the  hands  of  a  receiver. 

Mr.  CosGROVE.  I  am  not  trying  to  find  an  alibi,  but  I  did  not  do  it 
Mr.  Kelley.  But  you  consented  to  it? 

Mr.  CosGROvE.  I  had  nothing 

Mr.  Kelley.  Mr.  Terhune  talked  to  you,  I  think  he  testified,  or  you 
testified. 
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Mr  CosGROVE.  He  never  talked  to  me  at  all  before  he  had  it  done. 

Mr.  Foster.  May  I  ask  one  question  there?  Suppose,  Mr.  Cos- 
grove,  when  you  found  out  the  application  was  made,  you  being  the 
cmly  attorney  for  the  Fleet  Corporation,  you  suggested  to  the  court 
that  the  matter  be  held  in  abeyance  long  enough  until  you  could  ascer- 
tain whether,  as  a  matter  of  fact,  the  Government  contracts  were  in 
such  shape  that  this  concern  could  be  saved;  would  that  have  been 
against  the  interest  of  your  client  to  have  done  that  ?  May  it  not  at 
the  same  time  have  saved  this  concern  from  being  ruined  ? 

Mr.  CosGRbvE.  I  would  say  to  you  I  do  not  think  this  concern  is 
ruined  by  any  action  taken  there  at  all. 

Mr.  Foster.  It  would  not  tend  to  help  its  solvency  by  this  action. 
Even  $750  a  month  going  along  does  not  tend  to  increase  its  solvency. 

Mr.  CosGROVE.  They  were  not  drawing  any  salaries  during  that 
time. 

Mr.  Keixey.  Of  course^  the  effect  of  a  receivership  is  well  known 
to  everybody.  It  hangs  like  a  kind  of  cloud  over  a  corporation  for 
many  a  day.  Whenever  the  concern  goes  to  the  bank  or  anywhere 
else  to  get  money,  it  is  put  in  their  face,  "  You  were  put  in  the  hands 
of  a  receiver,"  and  that  action  should  not  have  been  taken  except 
where  it  was  absolutely  clear  a  successful  working  out  could  not  be 
had  without  it — could  not  be  justified  in  practically  destroying  the 
corporation. 

Mr.  CosGROVE.  Congressman,  I  tried  to  show  you  yesterday  through 
my  correspondence  that  I  had  endeavored  since  October  to  get  the 
home  office  to  do  something  or  take  some  action,  and  had  failed.  Now, 
in  line  with  that 

Mr.  Kellet.  Your  recommendation  to  the  home  office  was  a  re- 
ceiver, as  I  remember  it? 

Mr.  CosGROVE.  No,  sir;  my  recommendation  was  to  take  the  plant 
over  under  the  insolvency  paragraph  of  the  contract. 

Mr.  Kjelley.  And  operate  it  from  this  office?  * 

Mr.  CosGROVE.  That  was  my  recommendation  at  that  time.  Later 
on,  in  view  of  the  Sloan  difficulties,  I  acquired  a  different  idea  as  to 
taking  over  plants  under  that  paragraph,  and  I  know  another  had 
the  same  idea  I  had  then. 

Mr.  Foster.  What  was  in  my  mind,  Mr.  Cosgrove,  was  this:  I 
gathered  from  the  testimony  of  the  judge  that  when  he  appointed  the 
recei^'er  he  did  it  believing  that  the  recommendation  was  to  do  so. 
I  understood  the  Fleet  Corporation  thought  that  was  the  thing  to  do. 
I  was  wondering  if  at  that  time  it  would  have  been  inconsistent 
with  your  duties  toward  your  client,  the  corporation,  to  have  a 
breathing  spell  long  enough  to  allow  this  concern  to  come  into  court 
before  the  issuance  of  this  order,  and  it  could  have  been  saved  the 
possible  annoyance  of  going  through  a  receivership  ? 

Mr.  Cosgrove.  Well,  the  answer  is  this,  Mr.  Foster. 

Mr.  Foster.  Pardon  me.  Well,  as  I  get  it,  Mr.  Meacham  had  gone 
to  the  hospital.    Perhaps  you  did  not  know  that. 

Mr.  Cosgrove.  No,  sir. 

Mr.  Foster.  Within  24  hours  thereafter  this  application  came  up 
for  a  receiver,  and  i  gathered  from  the  court  he  proceeded  to  the 
appointment  of  the  receiver,  believing  from  those  present — I  take 
it,  you  were  the  only  representative  of  the  Fleet  Corporation — ^that 
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the  Fleet  Corporation  was  entirely  agreeable  to  the  appointment  of 
a  receiver  at  that  time.  Now,  it  just  occurred  to  me  as  this  testimony 
came  in,  whether  you  could  not  have  requested,  without  injury  to  the 
corporation,  your  client,  to  have  left  the  matter  open  long  enough  to 
allow  this  matter  to  come  into  court  and  show  by  affidavits — ^what- 
ever your  practice  is — it  was  perfectly  solvent  and  perhaps  have  saved 
all  this  expense.  Is  there  any  reason  why  the  Fleet  Corporation 
could  not  have  taken  that  view  of  it  at  the  appointment  of  the 
'receiver? 

Mr.  CosGROVE.  I  can  only  say  that  in  a  time  like  that  one  is  apt  to 
cither  guess  right  or  guess  wrong,  and  at  the  same  time  have  nothing 
but  the  best  of  motiyes.  For  months  I  had  had  no  conrniunication 
from  the  home  office  as  to  its  willingness  to  do  anything  on  the  sub- 
ject, and  I  did  not  have  any  idea  that  I  should  oppose  the  application 
for  the  receivership.  It  was  one  of  those  occasions  where  you  hardly 
know  what  to  do  with  the  situation.  And  not  having  any  communi- 
cation from  the  home  office  what  it  would  do,  and  feeling,  according 
to  the  auditor's  statement,  that  this  concern  was  not  capable  of  run- 
ning its  own  affairs  in  a  proper  way,  I  was  not  sure  that  I  would  not 
•  be  doing  an  injury  to  the  Fleet  Corporation  if  I  had  opposed  it. 

Mr.  Foster.  Of  course,  you  realized  that  everything  coming  to 
this  concern  was  due  from  the  Government,  did  you  not  1  They  had 
not  been  out  in  the  market  like  most  concerns  put  into  the  hands  of 
a  receiver.  You  repre8ented  the  only  person  that  owed  them  money, 
did  you  not? 

Mr.  CosoROVE.  I  think  so. 

Mr.  Foster.  I  may  be  wrong;  I  have  not  reached  a  definite  con- 
clusion, but  it  just  occurred  to  me  that  it  might  have  been  the  thing 
to  have  done,  to  give  them  a  breathing  spell,  in  view  of  the  fact  thirf; 
you  owed  them  everything. 

Mr.  CosGROVE.  I  would  like  to  have  had  very  much  all  you,  gw- 
tlemen  sitting  on  the  job  and  gotten  a  perspective  of  the  difficulty  in 
front  of  us. 

Mr.  Foster.  I  appreciate  the  spirit  of  that  remark.  I  want  to  say, 
never  having  been  on  the  bench  though,  that  I  would  never  have 
thought  of  appointing  a  receiver  until  the  other  side  would  have 
at  least  come  mto  court,  in  spite  of  your  rule  here,  because"  it  was 
apparent  that  the  Government  was  the  only  debtor  of  the  whole 
concern.  There  was  no  trouble  in  the  Government  protecting  itself 
when  it  draws  its  own  purse  string, 

Mr.  Cosorove.  Well,  that  rule  is  a  harsh  rule.  Still  it  is  not  as 
harsh  as  it  sounds.  A  bond  is  required  by  the  court  upon  that  ap- 
plication. 

Mr.  Foster.  A  bond  is  a  pretty  poor  thing  to  receive  credit  on. 

Mr.  Cosgrove.  I  realize  that  in  a  pretty  mild  way  it  takes  away  the 
harshness  from  it. 

Mr.  Foster.  I  say  when  a  receiver  is  appointed  and  there  is  ^ievi- 
ous  injury  or  immediate  action  be  taken,  all  claims  will  be  criticized, 
but  that  was  not  the  case  here. 

Mr.  Cosorove.  I  do  not  want  the  conunittee  to  go  away  feeling  I 
put  that  firm  in  the  hands  of  a  receiver. 

Mr.  Foster.  You  do  not  want  to  feel  that  way  because  the  applica- 
tion came  from  another  source. 
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Mr.  CosoROVE.  My  whole  interest  has  been  in  the  interest  of  the 
Government.  If  I  have  made  any  mistake  in  any  particular  in  that 
matter,  I  feel  that  maybe  you  would  have  also  if  you  had  done  the 
same  thing. 

Mr.  Foster.  You  wfere  so  intent  on  doing  the  right  thing  that  you 
may  have  leaned  backward. 

Mr.  CosGROVE.  I  may  have  made  a  few  mistakes.  I  am  not  ready 
to  say  I  did  in  this  instance. 

Mr.  Keluey.  These  claims  that  you  spoke  of,  were  they  for  labor 
and  material  that  went  into  the  ships? 

Mr.  Cosgrove.  Yes,  sir.  I  would  like  to  say  a  word  about  those 
claims.  Those  claimants  presented  their  claims  directly  to  the  re- 
ceiver and  no  one  gets  a  commission ;  no  one  has  any  finger  in  any 
of  those  claims  whatsoever. 

Mr.  Kelley.  Now,  if  Meacham  &  Babcock  had  not  taken  the  con- 
tracts at  too  low  a  price,  when  the  Government  gets  all  through  with 
this  thing,  all  these  claims  will  be  paid  and  everything  will  be  all 
right,  will  it  not? 

Mr.  Cosgrove.  Of  course,  there  is  this  one  trouble  which  is  involved 
in  every  plant,  in  answering  that  question.  Where  a  contractor  starts 
out  and  must  make  all  his  profits  and  practically  all  the  money  with 
which  he  builds  his  plant  and  spends  a  lot  of  real  money  for  it  and 
now  the  plant  is  almost  worthless,  there  is  a  loss  there  which  enters 
into  your  calculations. 

Mr.  Kelley.  But  there  will  be  no  loss  so  far  as  the  material  that 
went  into  the  ships  is  concerned  to  Meacham  &  Babcock  or  the  labor. 
If  they  have  not  bid  too  low  on  their  contracts,  that  will  take  care  of 
itself,  and  then  their  plant  and  their  capital  account  is  something 
that  the  Government  has  no  interest  in. 

Mr.  Cosgrove.  Well,  there  has  been  considerable  conversation 
about 

Mr.  Kelley.  Except  the  question  you  raised  the  other  day  about 
the  retiring  of  the  stock. 

Mr.  Cosgrove.  Yes. 

Mr.  Kelley.  Which  probably  would  not  arise  among  the  stock- 
holders. Could  not  arise  only  from  the  stockholders,  because  they 
had  agreed  to  it.  If  there  was  no  creditor  involved  there  would  not 
be  anybody  to  raise  it. 

Mr.  Cosgrove.  That  is  right. 

Mr.  Kelley.  That  being  the  case  all  along  the  line,  don't  you 
think  you  ought  to  have  inquired  a  little  more  fully  whether  these 
people  had  the  price  to  carry  out  the  contract  when  they  took  the 
job? 

Mr.  Cosgrove.  No,  sir. 

Mr.  Keixey.  Then  you  allowed  the  Government  to  become  the  real 
power  in  the  procuring  of  this  receivership  because  it  appears  in 
the  record  here  that  the  audit  for  the  Government  was  used  to  show 
they  were  in  an  insolvent  condition,  and  the  statement  was  made  to 
the  court  that  the  receivership  was  satisfactory  to  the  Government 
and  desired  by  the  Government.  So  that,  after  all,  you  did  not  make 
it,  you  understand^  but  it  was  made,  so  the  judge  testified. 

Mr.  Cosgrove.  It  was  not  made  with  my  knowledge.  I  arifi  not  so 
sure  if  I  had  introduced  an  objection,  that  Judge  Allen  would  have 
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paid  any  attention  to  it.  I  am  not  ready  to  say  at  this  time  I  made 
a  mistake. 

Mr.  Kelley.  If  you  thought  the  interests  of  the  United  States 
would  best  be  served  by  not  putting  this  corporation  into  the  hands 
of  a  receiver  and  given  the  firm  an  opportunity  to  show  they  were 
solvent,  if  they  could  have  done  it,  wouldn't  that  have  been  the 
wisest  course  all  around  ? 

Mr.  CosGROVE.  I  do  not  propose  to  admit  that.  I  do  not  propose  to 
make  that  responsible  f-or  that  situation. 

The  Chairman.  The  committee  will  take  an  adjournment  until 
2.30  p.  m. 

Mr.  CosGRO\^.  I  have  another  item  to  cover ;  this  matter  of  extras 
on  which  you  have  had  incorrect  and  only  imperfect  testimony. 

The  Chairman.  Could  you  take  that  up  at  2.30? 

Mr.  CosGROvE.  Yes. 

The  Chairman.  We  will  take  a  recess  until  2.30. 

(Whereupon,  at  1  o'clock  p.  m.,  the  committee  recessed  until 
2.80  p.  m.) 

AFTER  RECESS. 

TESTIMONY  OF  MB.  HOWABD  0.  COSOEOVE— Besumed. 

The  Chairman.  Mr.  Cosgrove,  there  is  some  information  relating 
to  extras  about  which  we  have  inquired.  I  understand  you  have 
some  further  information  relating  to  them. 

Mr.  CosGROVE.  I  have.    Are  you  readv,  Mr.  Chairman? 

The  Chairman.  Yes,  sir ;  proceed,  Mr.  Cosgrove. 

Mr.  CosGROVE.  On  December  15,  1918,  Capt.  Magee  wired  Mr. 
Heyworth,  the  manager  of  the  wood-ship  division  at  Philadelphia, 
relative  to  the  subject  of  the  settlement  of  extras. 

The  Chairman.  What  date  was  that,  please? 

Mr.  Cosgrove.  December  15,  1918,  relative  to  the  settlement  of 
extras  and  changes  in  wood  ships,  as  follows — ^I  am  a  little  ahead. 
Just  prior  to  that  date,  December  13,  Mr.  McNitt,  assistant  counsel, 
division  of  wood-ship  construction,  at  the  home  office,  wired  Capt. 
Blain : 

C.  H.  Hamilton,  representing  wood-ship  builders  your  district,  proposes  to 
accept  $394,488  per  ship  in  full  settlement  of  all  extras  and  changes,  all  in- 
creases in  wages,  except  the  last  award  order  October  1,  and  all  bonus  claims. 
Does   not   include  recalking  order   by   owner.    Makes   proposition    on    behalf 
of  following  yards:  Allen  Shipbuilding  Co.,  Babare  Bros.,  Nilson  &  Kelez  See- 
born  Shipyards  Co.,  Tacoma  Shipbuilding  Co.,  Wright  Shipyards  Co.     He  sub- 
mits figures  substantiating  this  proposition,  as  follows:  Increase   in   wages, 
$25,753 ;  extra  guards  and  plant  protection  changes,  $32,879,  which  includes  as 
overhead  and  profit  50  per  cent  on  labor  and  10  per  cent  on  material :  overtime, 
$5,337 ;  ]0  per  cent  bonus  on  overtime  from  December  15  to  Fezruary  1,  $1,035; 
night  bonus,  $1,421;  Saturday  afternoon  overtime,  $4,341;  increase  in  lumber 
and  other  materials,  $10,596;  25  per  cent  freight  increase,  $846;  total,  $94,488 
per  hull.     Proposition  covers  all  contracts,  recent  as  well  as  early  ones.    Costs 
submitted  are  average  arrived  at  by  adding  the  costs  of  all  yards  and  dividing 
by  the  total  number  of  hulls.    As  to  Meacliam  &  Babcock,  which  Is  for  com- 
pleted ships,  he  proposes  to  settle  for  $659,488.    Your  approval  or  comments 
requested. 

The  Chairman.  Now,  Mr.  Cosgrove,  just  before  proceeding,  the 
word  "  owner  "  in  that  telegram  means  the  Fleet  Corporation,  does 
it  not  ? 
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Mr.  CosGRo^'E.  The  word  "  owner  "? 

The  Chairman.  The  word  "  owner,"  in  the  early  part  of  the  dis- 
patch, means  the  Fleet  Corporation  ? 

Mr.  CosGROVfe.  It  ordinarily  does.  I  have  no  recollection  of  read- 
ing that  word. 

The  Chairman.  I  think  you  will  find  it  there  if  you  will  look, 
please,  and  see;  as  used  in  the  early  part  of  the  telegram,  the  word 
"  owner,"  it  means  the  Fleet  Corporation  ? 

Mr.  CosGROVE.  Oh,  yes.  "  Does  not  include  recalking  ordered  by 
owner,"  is  that  what  you  refer  to  ?" 

The  Chairman.  Yes. 

Mr.  CosGROVE.  I  assume  that  means  the  Fleet  Corporation.  That 
is  what  it  is  usually  understood  to  mean. 

The  Chairman.  Taking  the  whole  context  of  the  message,  would 
you  say  that 

Mr.  CosGROVE.  I  think  that  is  what  it  means.  I  dislike  very  much 
to  take  up  your  time  reading  telegrams,  but  I  have  no  way  of  ac- 
curately condensing  these  and  being  absolutely  accurate. 

Mr.  Foster.  Have  you  finished  reading  that — ^Meacham  &  Bab- 
cock,  $649,488  ? 

Mr.  CosGROVE.  Yes,  sir. 

The  Chairman.  I  would  suggest  a  way  that  you  might  save  a  little 
time,  Mr.  Cosgrove,  if  you  could  read  these  telegrams  without  their 
being  read  into  the  record  now  and  furnish  us  copies,  perhaps  you 
could  read  them  faster  and  perhaps  we  could  get  along,  or,  if  you 
prefer,  read  them  as  you  have  and  have  them  taken  into  the  record. 

Mr.  CosGROVE.  There  can  not  be  very  many. 

The  Chairman.  Very  well,  perhaps  you  better  proceed  as  you 
have. 

Mr.  Cosgrove.  On  December  15,  1918,  Mr.  Magee  sent  a  wire  to 
Mr.  Heyworth  at  Philadelphia,  and  this  is  the  wire  I  first  started  to 
read: 

Replying  your  wire,  13th,  subject — settlement  of  extras  and  changes  wood 
ships 

Mr.  Foster.  That  is  in  answer  to  the  one  you  just  read? 
Mr.  Cosgrove.  Yes,  sir;  I  began  out  of  order.     [Continues  read- 
ing :] 

have  analyzed  figures  in  wire,  and  while  some  figures  appear  excessive  others 
in  my  opinion  are  below  what  I  would  estimate,  particularly  embracing  that 
unknown  factor  of  lost  eflSciency  due  to  constant  pressure  of  Fleet  Corporation 
for  speed  and  general  disturbed  labor  conditions  and  market,  which  materially 
effected  labor  production.  The  following  concerns  are  building  Ferris  type 
ships:  Nilson  &  Kelez,  Tacoma  Shipbuilding,  Babare,  Wright,  Seaborn,  and 
Meacham  &  Babcock.  Would  recommend  full  settlement,  including  wage  scale 
to  August  1,  $386,950  each  hull  with  provisions  hereafter  noted.  For  Allen 
Shipbuilding  Co.,  $368,186,  for  reason  that  in  my  opinion  this  is  more  simple 
type  ship  and  all  things  considered  on  same  basis  as  Ferris  type  should  l)e 
that  figure  also  with  provisions  hereafter  mentioned  and  further  that  proper 
allowance  by  contractor  or  Fleet  Corporation  be  made  as  conditions  deter- 
mine because  of  converting  two  Allen  vessels  Into  barges.  Meacham  &  Bab- 
cock would  suggest 

Mr.  Foster.  He  means  as  to  Meacham  &  Babcock? 
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Mr.  CosG^ovE.  That  is  what  it  means,  but  my  inflection  might 
not  give  you  that  idea.     [Continues  reading:] 

would  suggest  on  same  basis  price,  $641,950  for  the  four  completed  wood  ships 
under  contract  as  such  and  that  the  contract  for  eight  hulls  only  with  exist- 
ing contract  for  outfitting  of  six  hulls  be-  converted  Into  six  complete  ships 
at  same  price,  and  the  extra  two  hulls  be  made  at  hull  only  price  as  other 
FeriUs  type  ships,  this  for  reason  that  it  will  be  necessary  to  assign  to  another 
outfitting  contractor  these  extra  two  hulls  In  order  to  get  them  completed  witliin 
reasonable  time.  This  would  mean  cancellation  of  Meacham  &  Babcock 
present  outfitting  contract,  and  all  money  advanced  on  that  account  be  treated 
as  part  of  lump-sum  amount  for  completed  ships,  and  credits  be  allowed  Fle^ 
Corporation  for  materials  and  equipment  furnished  Meacham  &  Babcock  for 
six  ships  in  question.  Further  recommend  whatever  action  taken  account 
complete  ships  or  liulls  only,  Ferris  or  like  type,  be  applicable  to  16  complete 
wood  ships  contracted  for  with  Sloan  Shipyards  Corporation  and  now  building 
Olpmpia  and  Anacortes,  such  settlement  being  contingent  upon  Sloan  interests 
waiving  all  future  or  past  claims  of  any  nature  or  character  for  or  against 
limergency  Fleet  Corporation  ships  or  account  excessive  cost  four  so-called 
Caulklns  ships.  In  recommending  foregoing.  It  is  with  provision  that  all 
moneys  advanced  for  extras  or  overtime  or  extra  calking  or  extra  fire  pro-, 
tectlon  or  extra  guards  ordered  or  required  by  Flet^t  Corporation  be  considered 
as  advance  payments  on  lump  sum  mentioned,  such  lump  sum  to  Include  every- 
thing, such  as  calking  and  dry-docking  charges  Incident  thereto  required  after 
completion  of  vessel,  but  before  acceptance  by  owner,  excepting  one  day  dry- 
dock  charges  for  examination  and  for  painting. 

To  make  this  clear,  I  mean  all  charges  that  have  already  been  paid  by  Fleet 
Corporation  for  this  character  of  work  or  that  will  be  required  In  future  before 
acceptance  or  full  completion  of  hulls.  Also,  In  consideration  of  Fleet  Corpora- 
tion waiving  all  penalties  for  late  deliveries  bonuses  where  earned  to  be  waived 
by  builder.  The  foregoing,  In  my  opinion,  would  be  a  liberal  allowance  for 
contractors,  taken  as  a  whole  and  considering  circumstances,  abrupt  discon- 
tinuance wood-ship  construction,  excessive  cost  of  plants,  etc.;  and  In  consid- 
eration of  this  they  should  waive  all  questions  of  claims  of  any  character  on 
account  of  plant  or  ship  construction.  To  obviate  necessity  of  audit  and  other 
complications  with  reference  Macy  award  of  October  1,  retroactive  to  August  1, 
would  recommend  that  an  arbitrary  sum  of  $15,000  be  allowed  for  this  per 
ship  or  proportion  thereof  based  on  percentage  of  completion  August  1  as 
shown  in  construction  percentage  reports  submitted  and  of  record,  home  c^flice. 
Would  call  your  attention  to  fact  your  Itemized  sums  in  wire  only  aggregate 
$384,625  and  not  $394,488.    Blain  concurs. 

Magee. 

Mr.  Foster.  Where  was  that  sent  from  ? 

Mr.  CosGROvE.  From  Seattle.  Practically  the  same  wire  was  sent 
by  Blain  on  the  same  date  to  McNitt,  assistant  counsel,  wood-ship 
division,  at  Philadelphia.  December  17  Mr.  Heyworth,  from  the 
home  office,  wired  Blain  as  follows: 

Magee's  wire  December  15  relative  settlement  cost  to  all  shipbuilders,  your 
district :  Records,  district  11,  show  only  Increase  of  cost  of  ships  over  original 
$300,000  ship  to  be  wage  Increase  and  lumber  Increase  and  extras.  How  can  we 
substantiate  greater  costs  In  districts  8  and  11  unless  there  were  more  changes 
in  plans  and  specifications?  On  what  grounds  can  a  greater  cost  In  district  8 
and  11  be  substantiated?  A  fuller  explanation  In  citing  Items  than  your  tele- 
gram Is  necessary  to  substantiate  the  difference  in  price  between  the  two  dis- 
tricts. 

I  would  say  just  prior  to  this  time  and  before  the  armistice  was 
signed  the  wood-ship  plants  of  Oregon  made  a  settlement  on  extm 
and  changes  and  that  was  at  the  time  of  these  wires  in  the  possession 
of  the  home  office,  and  it  was  lower. 

Mr.  Kelley.  Who  made  the  settlement,  did  you  say? 

Mr,  CosoROVE.  That  settlement  was  made  in  Oregon. 

Mr.  Kelley.  By  the  district  office  there  ? 
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Mr.  CosGROVE.  By  the  district  officer,  Mr.  Wentworth. 

Mr.  Hadley.  That  was  district  8? 

Mf .  CosoROVE.  That  was  district  11 ;  this  is  8. 

Mr.  Hadley.  This  is  8,  and  that  was  11  ? 

Mr.  CosGROVE.  That  was  lower  than  these  estimates  referred  to  in 
these  wires;  lower  than  the  estimate  which  was  being  presented  by 
Mr.  Hamilton,  and  the  home  office  could  not  reconcile  uie  discrepancy 
between  the  two  estimates  of  extras.  So  while  Mr.  Meacham  was 
doing  his  best  to  get  his  claims  for  extras  settled  he  was  up  against 
a  problem  which  was  not  in  the  hands  of  this  office  so  much  as  was  f^ 
situation  which  arose  on  account  of  the  difference  in  the  Oregon  set- 
tlement, as  it  was  known. 

Mr.  Foster.  No  one  in  this  district  settled  the  same  as  Oregon,  as 
far  as  powers  to  settle  were  concerned  ? 

Mr.  COSGROVE.  But  the  builders  were  asking  more  money ;  that  was 
the  answer  to  that.  This  wood-ship  association  here  was  demanding 
more  money  than  the  Oregon  wood  builders  had  been  paid;  there- 
fore, the  home  office  could  not  reconcile  itself  to  pay  an  advance  sum. 
On  December  23,  Capt.  Blain,  in  answer  to  the  last  wire,  wired 
McNitt : 

Reference  your  wire  19th,  extras  and  changes,  Ferris  type  ship. 

Mr.  Foster.  Pardon  me  just  a  minute.  Where  is  the  answer  to 
the  one  of  the  17th?  The  last  you  read  was  the  I7th;  where  he  is 
asking  for  further  information  as  to  the  discrepancy  between  your 
prices  and  the  Oregon  prices.  If  I  got  that  right,  that  was  the  17th 
of  December. 

Mr.  CosGROVE.  Yes ;  that  is  right. 

Mr.  Foster.  Next,  you  say,  "  in  answer  to  your  wire  of  the  19th," 
is  there  an  answer  to  the  17th  there? 

Mr.  CosGROVE.  Yes ;  I  am  mistaken.  There  was  a  wire  from  Mr. 
McNitt  on  the  19th  to  Blain.     [Reading :] 

Can  you  supply  us  with  items  comprising  $16,500  for  extras  and  changes 
and  $10,596  for  lumber  and  material  increase?  Also  same  information  on 
Allen  ships. 

That  is  the  wire  of  the  19th.  Then  there  is  a  wire,  as  I  started  to 
say,  from  Blain  to  McNitt  on  the  23d.     [Reading :] 

Reference  your  wire  19th,  extras  and  changes  Ferris-type  ship,  $16,500  as 
follows:  Iron  fastening,  $5,400;  treenails,  $300;  bill  plates,  $242;  lead  flashing 
hawse  pipes,  $82;  ventilation,  $235;  escapes,  $85;  alterations  and  additions 
joiner  work,  $1,250;  plumbing  and  heating,  $296;  soundproof  wireless  room, 
$134;  metal-lined  coal  chutes,  $120;  additions  to  coal  bunkers,  $285;  addi- 
tions gun  platforms,  $975;  radio  ground,  $526;  rudder-stock  glands,  $286; 
lining  cargo  hatches,  $500;  lining  shaft  alley  keelsons,  $640;  placing  addi- 
tional life-saving  equipment,  $121.50;  additional  labor  stern  construction,  $458; 
additional  work  galley  and  messroom,  $265;  lay  deck  dynamo  flat,  $240;  addi- 
tional strongbacks,  doors,  and  hatches  required  by  American  bureau,  $600 ;  addi- 
tional deck  fittings,  $176 ;  altering  rudders,  $285 

Mr.  Kellby.  Just  a  minute.  Mr.  Chairman,  I  do  not  see  why 
Mr.  Cosgrove  should  put  that  into  the  record.  We  haven't  the 
time  to  hear  all  those  details.  I  do  not  see  how  it  is  of  any  advan- 
tage to  us  to  hear  it.  It  is  just  killing  time  on  us,  and  it  is  unneces- 
sary, you  know. 

Mr.  CosoHOVE.  I  assure  you  I  have  not  any  desire  to  waste  the  time 
of  the  committee. 
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Mr.  Kelly.  No,  no ;  I  am  telling  you  the  effect  of  it. 

Mr.  Foster.  I  should  be  glad  to  get  that  information  so  I  can 
study  it. 

The  Chairman.  Can  you  not  furnish  us  copies  of  them,  Mr. 
CosffTove? 

Mr.  CosGROVE.  Yes ;  that  happened  to  be  the  longest  wire. 

(The  following  telegrams  and  letters  (copies)  were  submitted  by 
Mr.  Cosgrove,  viz:) 

[Telegram.] 

Seattle,  Dccemher  15,  1918. 
Emergency  Fleet  Corpobation, 

Philadelphia,  Pa. 

(Attention  McNitt,  assistant  counsel.  Wood  Ship  Division.) 
Replying  your  wire  13th  subject  settlement  of  extras  and  changes  wood 
ships  have  analyzed  figures  in  wire  and  while  some  figures  appear  excessive 
others  in  my  opinion  are  below  what  I  would  estimate,  particularly  embracing 
that  unknown  factor  of  lost  elflciency  due  to  constant  pressure  of  Fleet  Cor- 
poration for  speed  and  general  disturbed  labor  conditions  and  marl^et  which 
materially   affected   labor  production.    The   following   concerns    are   building 
Ferris  type  ships:  Nilson  &  Kelez,  Tacoma  Shipbuilding,  Babare,  Wright,  Sea- 
born, and  Meacham  &  Babcock.     Would  recommend  full  setltement  including 
wage  scale  to  August  1  $386,950  each  hull  with  provisions  hereafter  noted. 
For  Allen  Shipbuilding  Co.  $368,186  for  reason  that  In  my  opinion  this  is  more 
simple  type  ship,  and  all  things  considered  on  same  basis  as  Ferris  type  .should 
be  that   figure   also  with   provisions  hereafter   mentioned   and   further  that 
proper  allow^ance  by  contractor  or  Fleet  Corporation  be  made  as  conditions 
determine  because  of  converting  two  Allen  vessels  Into  barges.    Meacham  k 
Babcock  would  suggest  on  same  basis  price  $641,950  for  the  four  completed  wood 
ships  under  contract  as  such  and  that  the  contract  for  eight  hulls  only  with 
existing  contract  for  outfitting  of  six  hulls  be  converteti   Into   six  complete 
ships  at  same  price  and  the  extra  two  hulls  be  made  at  hull  only  price  as 
other  Ferris  type  ships,  this  for  reason  that  It  will  be  necessary  to  assign  to 
another  outfitting  contractor  these  extra  two  hulls  In  order  to  get  them  com- 
pleted within  reasonable  time.    This  would  mean  cancellation  of  Meacham  k 
Babco(*k  present  outfitting  contract  and  all  money  advanced  on  that  account 
be  treated  as  part  of  lump  sum  amount  for  completed  ships  and  credits  be 
allowed  Fleet  ('orporation  for  materials  and  equipment  furnished  Meacham  & 
Babcock  for  six  ships  in  question.    Further  recommend  whatever  action  taken 
account  complete  ships  or  hulls  only,  Ferris  or  like  type,  be  applicable  to  16 
complete  wood   ships  contracted  for  with   Sloan   Shipyards  Corporation  and 
now  building  Olympla  and  Auacortes,  such  settlement  l>elng  contingent  upon 
Sloan  Interests,  waiving  all  future  or  past  claims  of  any  nature  or  character 
for  or  against  Emergency  Fleet  Corporation  ships  or  account  excessive  cost 
four  so-called   Caulklns   ships.     In   recommending   foregoing   It   Is   with   pro- 
vision that  all  moneys  advanced  for  extras  or  overtime  or  extra  calking  or 
extra  fire  protection  or  extra  guards  ordered  or  eciulpped  by  Fleet  Corporation 
be  conslderetl  as  advanced  payments  on  lump  sum  mentioned,  such  lump  sum 
to  Include  everything  such  as  calking  and  dry-docking  charges  incident  thereto 
required  after  completion  of  vessels  but  before  acceptance  by  owner  excepting 
one  day  dry-dock  charges  for  examination   and   for  painting.     To  make  this 
clear  I  mean  all  charges  that  have  already  been  paid  by  Fleet  Corporation  for 
this  character  of  work  or  that  will  be  required  in  future  before  acceptance  or 
full  completion  of  hulls.     Also  In  consideration  of  Fleet  Corporation  waiving  all 
penalties  for  late  deliveries,  bonuses  where  earned  to  be  walvetl  by  builder. 
The  foregoing  in  my  opinion  would  be  a  liberal  allowance  for  contractors 
taken  as  a  whole  and  considering  circumstances  abrupt  discontinuance  wood 
ship  construction,  excessive  cost  of  plants,  etc.,  and  in  consideration  of  this 
they  should  waive  all  questions  of  claims  of  any   character  on   account  of 
plant  or  ship  construction.    To  obviate  necessity  of  audit  and  other  complications 
with  reference  Macy  award  of  October  1  retroactive  August  1  would  recommend 
that  an  arbitrary  sum  of  $15,000  be  allowed  for  this  per  ship  or  proportion 
thereof  based  on  percentage  of  completion  August  1  as  shown  In  construction 
percentage  reports  submitted  and  of  record  home  ofllce.     Would  call  your  at- 
tention to  fact  your  itemized  sums  In  wire  only  aggregate  $384,625  and  not 
$394,488. 

Blain. 
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[Telegram.] 

Seattle,  December  17,  19 IS. 
Hey  WORTH, 

Emergency  Fleet, 

Philadelphia,  Pa.: 

Reference  your  wire  17tli  relative  Magee'a  wire  ir)th  cost  to  all  slilpbiillders 
this  district.  I  am  not  familiar  with  record  costs  in  district  11,  as  I  have  had 
no  jurisdiction  over  same  during  the  last  year.  I  have  checked  the  costs  in 
this  district  and  concur  in  Magee's  wire  15th.  For  Ferris  type  vessel  build- 
ing by-  Nilson  &  Kelez,  Babare,  Seaborn,  Wrie:ht,  Tacoma  Shipbuilding,  and 
Meacham-Babcock  T  recommend  settlement  $386,950  as  hereafter  itemized :  Con- 
tract price,  $300,000;  wage  increase,  not  including  Macy  award  October  1,  $25,- 
753;  extra  guards,  soldiers'  board,  lights,  fire  mains  for  plant  protection,  $4,200; 
extras  and  changes,  $16,500;  overhead  and  profit.  $5,500;  overtime,  $3,500; 
overtime  bonus,  $875;  extra  night  bonus,  $1,421;  Saturday  afternoons.  $4,341; 
increase  in  lumber  and  other  materials  account  market  conditions,  $10,506; 
increase  freight  rates,  $846;  extra  calking,  drydocking,  and  expense  incident 
thereto,  $5,921:  account  lost  efficiency  due  to  spee<llng  up  orders,  $7,497. 
Meacham  &  Babcock  complete*!  Ferris  type  ships,  total  $641,950,  basic  price 
$555,000  dollars  plus  $86,950  as  itemized  heretofore  and  further  referred  to 
Magee's  wire.  Allen  tyi>e  hull  basic  contract  price.  $300,000;  wage  increase,  not 
Including  Macy  award  October  1,  $24,573;  extra  guards,  soldiers'  board,  and 
plant  protection  for  fire,  $2,200;  extras  and  changes,  $7,267;  overhead  and 
profit,  $2,533;  overtime,  $2,266;  overtime  bonus,  $693;  extra  night  bonus, 
$1,421;  overtime  Saturday  afternoons,  $4,000;  increase  in  lumber  and  other 
materials,  $9,740;  increase  in  freight.  $846;  extra  calking,  drydocking,  and  ex- 
pense incident  thereto,  $5,457 ;  account  lost  efficiency  due  to  speeding  up  orders, 
$7,000.  This  Allen  type  ship  has  leas  material,  less  labor,  and  is  more  simple 
to  construct  than  the  Ferris  type  ship,  therefore  difference  in  estimate.  This 
price  should  be  subject  to  alteration  either  way  on  account  changing  two  Allen 
vessels  into  barges.  There  have  not  been  any  more  changes  or  alterations 
made  to  my  knowledge  in  this  district  than  in  any  other  district. 

Br^TN. 

[Telegram.] 

C.  H.  Hamilton, 

New  York: 

We  can  not  accept  your  oflPer  of  $368,176  plus  last  Macy  increase  full  settle- 
ment for  completed  hulls.  Our  contract  is  based  on  standard  specifications  as 
of  October  26,  1917,  and  we  are  entitled  to  all  changes  and  extras  since  that 
date.  Our  hulls  have  been  built  entirely  in  the  period  of  highest  prices  for 
labor  and  materials  and  cost  more  than  first  hulls  in  other  yards.  Our  hulls 
actually  measure  105  tons  larger  than  required  by  our  contract.  We  are  en- 
titled to  at  least  as  much'  as  other  yards  and  can  not  take  less.  We  will  ac- 
cept settlement  of  $386,950  per  hull  plus  last  Macy  increase,  but  this  settlement 
will  not  include  changes  and  extras  ordered  since  November  1,  nor  settlement 
for  canceled  hull,  and  all  bonuses  and  penalties  are  to  be  waived.  If  we  can 
not  get  same  treatment  as  others,  we  prefer  to  stand  on  our  contract. 

Allen  Shipbuilding  Co. 


Philadelphia,  Pa.,  January  SO,  1919, 

From :  Manager  Ship  Construction  Division. 

To  :  Northern  Pacific  district,  Mr.  John  F.  Blain,  district  manager. 

Subject :  Changes  and  extra.*? — extension  of  the  use  of  form  159  to  wood  ships. 

In  conformity  with  the  general  policy  of  the  corporation  in  the  consolidation 
of  the  work  of  ship  construction  under  one  controlling  head,  you  will  kindly 
immediately  put  into  operation  in  connection  with  changes  and  extras  author- 
ized after  January  31,  1919,  on  wood  ships  the  same  system  of  estimates  using 
form  159  that  we  have  had  in  operation  on  steel  vessels.  Also,  you  are  herewith 
given  the  authority  to  arrange  prices  and  to  approve  or  disapprove  yard  esti- 
mates on  changes  and  extras  on  wood  ships  in  the  same  manner  as  you  have 
been  authorlzetl  to  do  in  the  past  on  steel  vessels. 
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lu  connection  with  the  work  entailed  by  all  changes  and  extras  ordered 
previous  to  February  1,  1919,  on  wood  ships  the  Ship  Construction  Division  has 
adopted  another  policy. 

In  the  near  future  there  will  arrive  in  your  district  one  of  our  representa- 
tives, who  will  have  as  his  aid  a  representative  of  the  financial  committeer 
and  who  will  be  prepared  to  investigate  each  and  every  unadjusted  change 
estimate  submitted  by  the  yard  authorized  from  the  beginning  of  their  con- 
tract to  January  31,  1919.  You  will  kindly  add  to  those  two  men  one  person 
of  your  staff  who  is  familiar  with  the  wood-ship  situation  In  your  district, 
and  authorize  these  three  men  to  proceed  to  the  wood  yards  to  make  a  survey. 

The  report  of  this  group  on  each  case  will  be  forwarded  to  this  oflSce  and 
adjustments  based  thereon. 

Daniel  H.  Cox, 
Manager  Ship  Construction  Division^ 

By  P.  J.  MCAULTFFE. 

United  States  Shipping  Board, 
Emergency  Fleet  Corporation, 
Philadelphia,  Pa.,  February  8,  1919. 
Oapt.  J.  F.  Blain, 

District  Manager,  Seattle,  Wash, 

Method  of  settling  wood-yard  claims,  Pacific  coast. 

There  is  transmitted  herewith  for  your  Information  and  guidance  a  copy  of 
my  memorandum  of  February  8  to  Mr.  Piez,  which  he  has  approved. 

Yoti  will  please  Immediately  undertake  the  settlement  of  the  difficulties  In 
each  wood  shipyard  in  your  district  in  accordance  with  the  terms  of  the  above- 
mentioned  memorandum. 

If  any  diflicultles  arise  In  the  administration  of  this  undertaking,  you  will 
communicate  with  this  office  immediately. 
Very  truly,  yours, 

Daniel  H.  Cox, 
Manager  Dirision  of  Ship  Conittrtiction, 


February,  8,  1919. 
From :  Manager  Division  of  Ship  Construction. 
To:  Mr.  Chas.  Plez,  Director  General. 
Subject:  Proposed  method  of  settling  wood-yard  claims  on  Pacific  coast 

As  a  result  of  a  conference  to-day,  at  which  were  present  Messrs.  Pillsbury, 
Blain,  Hall,  Magee,  McNitt,  and  Cox,  after  a  careful  discussion  of  all  the  cir- 
cumstances. It  was  decided  that  the  best  procedure  to  adopt  would  be  as 
follows : 

1.  To  consider  each  yard  by  Itself  and  not  to  attempt  a  universal  settlement 
for  each  district. 

2.  On  account  of  the  fact  that  the  Auditing  Division  of  the  Fleet  Corpora- 
tion Is  unable  to  undertake  any  considerable  additional  work,  that  the  dis- 
trict managers  be  authorized  to  arrange,  through  the  district  auditors,  to  se- 
cure the  services  of  competent  auditing  organizations  of  well-known  reputa- 
tion, and  that  arrangements  be  made  through  such  organization  to  have  a 
careful  audit  made  of  the  books  of  each  shipyard.  The  outside  auditors  so 
employed  to  be  directed  by  the  district  managers  specifically  as  to  tlie  In- 
formation that  is  desired  and  the  manner  in  which  it  should  be  presented. 

3.  The  district  managers  in  the  several  districts  will  confer  together  so  that 
the  instructions  issued  to  the  outside  auditors  may  be  uniform,  and  In  addition 
will  confer  on  the  subject  of  allowances  made  under  the  various  headings  in 
the  way  of  extras,  so  that  the  action  taken  in  the  various  districts  will  be 
consistent 

4.  That  the  district  managers  be  authorized,  as  "In  the  case  of  extras  under 
the  contracts  for  steel  ships,  to  Immediately  make  settlements  with  all  wood- 
ship  contractors  in  their  districts  for  all  proper  claims  for  extras  of  any 
character  which  are  due  the  contractor  under  his  original  contracts.  The  dis- 
trict managers  shall  refer  any  claims  of  this  nature  submitted  by  tlie  con- 
tractor which  they  consider  unreasonable,  and  which  they  are  unable  to  set- 
tle to  their  own  satisfaction,  to  the  home  office  for  settlement,  with  their  rec- 
ommendations. 
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5.  That  In  the  case  of  wooden  shipyards  which  are  or  may  be  in  financial 
difficulty,  the  circumstances  shall  be  reported  to  the  home  office  by  the  district 
managers,  with  their  reconmiendations  as  to  the  action  to  be  taken. 

6.  No  settlement  shall  be  made  by  the  district  managers  regarding  the  quesh 
tions  arising  from  cancellations  except  under  instructions  from  the  Division 

'ot  Cancellations,  Adjustments,  and  Salvage. 

7.  No  settlement  shall  be  made  by  the  district  managers  for  amortization 
to  be  allowed  to  the  shipyards,  and  if  any  claims  of  this  nature  are  submitted 
they  will  be  transmitted  to  the  home  office,  with  recommendations,  by  the  dis- 
trict managers. 

Daniel  H.  Cox, 
Mcmager  Division  of  Ship  Construction. 

O.  K.:  McNitt;  J.  F.  Blaln,  D.  M.  Northern  Pacific;  W.  M.  Magee;  A.  F. 
Plllsbury ;  J.  W'  Hall 
Approved — Charles  Plez 


Philadelphia,  Pa,,  February  18,  1919. 
Mr.  J.  F.  Blain, 

District  Manager,  Seattle,  Wash. 

Dear  Sib:   (Method  of  settling  wood  shipyard  claims — Pacific  coast:) 
With  further  reference  to  my  letter  of  February  8  on  this  subject  with'  In- 
closed memorandum,  you  are  informed  that  the  services  of  an  outside  audit- 
ing force  will,  of  course,  only  be  retained  by  you  in  connection  with  the  de- 
velopment of  facts  at  such  shipyards'  as  require  special  Investigation. 

Where  the  information  on  hand,  prepared  by  or  available  from  the  Audit- 
ing Division,  will  give  the  necessary  information  to  enable  you  to  take  the 
action  contemplated,  it  will  obviously  be  unnecessary  to  make  any  further 
investigation  through  outside  auditors. 
Very  truly,  yours, 

Daniel  H.  Cox, 
Manager  Division  of  Ship  Construction. 


[Telegram.] 

Phil.\deij»hia,  Pa.,  February  20,  1919. 

BiJLIN, 

Emergency  Fleet,  Seattle: 

Referring  my  letter  February  8  with  Inclosures  relative  method  of  settling 
wood  yard  claims  Pacific  coast  defer  any  action  regarding  securing  outside  audi- 
tors until  arrival  of  general  auditor  or  his  representative  within  next  two  weeks. 
In  meantime  use  every  effort  to  get  complete  and  accurate  information  regard- 
ing situation  of  each  wood  shipyard  in  your  district  and  call  upon  district 
auditors  for  such  information  as  you  require  and  they  are  able  to  supply. 

Cox. 


[Telegram.] 

Philadelphia,  Pa.,  February  21,  1919. 
Blain, 

Seattle,  Wash.: 

In  connection  with  requests  for  advances  to  wood  shipbuilders  over  and 
above  regular  contracts  payments  such  requests  when  recommended  by  you 
must,  in  each  case,  be  accompanied  by  statement  from  the  district  auditor 
showing  advances  that  have  been  made  previous  to  date  of  recommendation. 
Also  statement  from  you  that  if  advance  recommended  is  made  the  interests 
of  the  Fleet  Corporation  will  be  properly  protected  by  reason  of  just  claims 
under  the  contract  for  which  settlement  has  not  yet  been  made,  giving  details. 

Cox. 

The  Chairman.  I  know  you  told  us  you  had  this  information 
with  reference  to  the  extras  and  wanted  to  submit  it.    I  think  per- 
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haps,  if  you  would  just  give  us  those  copies — if  there  is  anything' 
particular  about  them  that  you  desire  to  point  out,  you  may  do  so^ 
and  then  submit  those  copies. 

Mr.  CosGRovE.  I  will  go  ahead  in  my  own  way,  in  narrative  form. 

The  Chairman.  That  is  the  best  way. 

Mr.  CosoRovE.  I  find  in  my  files  of  the  Allen  Shipbuilding  Co.,  in 
which  they  refuse  the  officer  of  $368,176 

Mr.  Kelley.  Excuse  me,  Mr.  Cosgrove.  This  telegram  you  read 
from  Mr.  Blain  giving  the  itemized  statement — the  answer  to  that 
telegram — explaining  why  the  claims  here  should  be  higher  than  the 
claims  in  Oregon  on  similar  ships.  That  is  the  only  Mr.  Foster 
specially  directed  your  attention  to. 

Mr.  Footer.  No  ;  this  in  answer  to  the  19th. 

Mr.  CosGRovE.  I  may  have  another  wire  that  answers  your  question 
here.    I  do  not  find  your  answer  in  that  one. 

Mr.  Foster.  That  one  wanting  to  know  what  caused  the  difference 
between  the  prices  here  and  the  Oregon  district.  Now,  there  is  noth- 
ing so  far,  on  that. 

Mr.  Kelley.  That  we  should  like  to  know,  I  think. 

Mr.  Cosgrove.  I  find  in  his  wire  of  December  17,  1918,  which  I 
did — I  made  a  mistake  in  this.  I  said  it  was  essentially  the  same 
wire  as  Mr.  Magee's.  I  find  this  added  at  the  end :  "  There  have  not 
been  any  more  changes  nor  alterations  made  to  my  knowledge  in  this 
district  than  in  any  other  district." 

That  appears  to  be  the  only  answer  to  the  question.  I  assume  he 
did  not  know  or  he  would  have  said  so. 

Mr.  Kelley.  That  is  the  only  answer  you  have  to  the  telegram  of 
the  17th,  inquiring  why  these  claims  here  should  be  higher  than  those 

in  Oregon? 

Mr.  Cosgrove.  The  claims  were  itemized,  or,  rather,  Blain  appar- 
ently gave  his  estimates  of  how  he  arrived  at  these  figures,  and  stated 
.there  were  no  more  changes  or  alterations  that  he  knew  of  in  this  dis- 
trict than  there  were  in  Oregon. 

Mr.  Kelley.  Do  you  know  of  any  reason  why  the  claims  should  be 
higher  here  than  in  Oregon? 

Mr.  Cosgrove.  I  do  not  know  of  any. 

Mr.  Kelley.  In  Oregon  the  contractor  dealt  directly  with  the  dis- 
trict ofiice  in  fixing  the  amount  of  these  claims  ? 

Mr.  Cosgrove.  I  think  so.  I  am  going  to  cover  that  in  just  a 
minute. 

Mr.  Kelley.  They  did  not  have  to  pay  $20,000  to  get  a  man  down 
in  Washington  to  adjust  them? 

Mr.  Cosgrove.  I  think  they  did ;  I  would  not  say  $20,000.  I  do  not 
know  how  much  they  had  to  pay,  but  they  had  some  representative 
back  in  Washington  a  good  portion  of  the  time. 

Mr.  Foster.  Who  was  that  ? 

Mr.  CosGRo\'E.  Mr.  James  B.  Kerr  represented  them. 

Mr.  Foster.  Where  is  he  now  ? 

Mr.  Cosgrove.  He  is  in  Portland.  He  is  one  of  the  principal  attor- 
neys of  Portland.  Checking  up  further  the  Oregon  situation,  in  Jan- 
uary I  was  called  back  to  the  home  office — January,  1918 — and  not  in 
special  reference  to  wood  extras,  but  at  that  time  I  found  Mr.  Bell 
there  from  Portland,  representing  Mr.  Wentworth — I  believe  he  is 
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assistant  manager  of  that  district;  Mr.  Pillsbury,  of  San  Francisco, 
representing  the  California  district,  was  there ;  and  Capt.  Blain  and 
Capt.  Magee  were  there  when  I  arrived.  The  Oregon  shipbuilders 
had  meantime  set  up  a  claim  that  their  original  settlement  was  too 
low  and  were  asking  to  have  the  matter  reopened.  It  seems  their 
settlement  was  made  just  prior  to  the  close  of  the  war,  and,  while  I 
%in  not  familiar  with  their  argument  in  detail,  the  gist  of  it  was  that 
the  change  of  conditions  and  the  lack  of  further  work  on  the  matter 
unnecessarily  increased  their  cost,  which  they  had  not  expected,  and 
they  asked  to  have  it  reopened.  I  understand  later  that  it  was  re- 
opened, and  on  February  8,  at  the  home  office. 

Mr.  Kelley.  Mr.  Cos^rove,  could  you  possibly  leave  this  subject 
now  and  take  up  something  else? 

Mr.  CosGROVE.  I  am  about  through  with  it. 

Mr.  Kelley.  Then,  possibly  before  you  take  up  the  other  matter, 
it  would  seem  to  a  layman  that  these  district  managements  might 
have  been  called  to  Philadelphiaj  together  with  their  expert  advisers, 
as  to  the  costs  of  construction,  m  conference  with  the  head  of  this 
construction  division,  and  have  worked  this  thing  out  in  a  sort  of 
uniform  and  basic  way  for  the  whole  country,  taking  into  account, 
of  course,  the  difference  in  sections  as  to  labor  conditions  and  other 
causes.  It  seems  to  me  that  would  be  the  way  that  any  private 
industry  operating  over  the  whole  country  would  do  if  they  had  to 
adjust  a  thing  of  this  kind,  Can  you  give  me  any  answer  why  that 
was  not  done? 

Mr.  CosGROVE.  No. 

Mr.  Keu^ey.  Or  any  answer  why  that  would  not  appeal  to  you  as 
being  the  reasonable  way  to  do  that  ? 

Mr.  CosGROVE.  I  might  say  at  this  time  and  in  this  particular 
matter,  without  attempting  to  furnish  an  argument  one  way  or  the 
other,  my  endeavor  is  to  give  you  the  correct  statement  of  facts,  as  I 
say  that  in  the  record,  and  not  my  opinion  so  much — I  do  not  know 
that  my  opinion  is  of  much  value  on  that — I  never  heard  any  discus- 
sion of  why  they  did  not. 

Mr.  -Kelley.  JDoes  it  not  strike  you  as  being  peculiar  that  men  in 
different  parts  of  the  State  of  Washington  here  dealing  with  the 
Government  found  it  necessary  to  band  themselves  into  an  associa- 
tion and  hire  some  lobbyists — to  put  it  as  mildly  as  you  can — and  at 
an  extravagant  price,  with  an  expense  account  of  a  thousand  dollars 
a  month,  to  go  to  Washington  and  adjust  with  the  Government  of 
the  United  States  their  reasonable  and  proper  claims,  when  they  had 
in  this  locality  and  every  other  locality  all  the  machinery  by  which 
those  claims  could  be  adjusted  right  here  at  home,  where  these  men 
.•-ould  come  and  talk  to  the  Government  through  their  properly  ac- 
credited officers  face  to  face?  Now,  on  what  theory  do  you  think 
the  Government  of  the  United  States  forced  these  people  to  organize 
and  to  put  up  a  sum  of  money  and  pay  a  man  $15,000  to  go  to  Wash- 
ington and  a  thousand  dollars  a  month  expenses,  when  Mr.  Blain 
and  you  and  the  other  representatives  of  the  Government,  who  had 
all  the  facts  and  all  the  information,  sat  right  here  in  Seattle?  I 
would  like  to  know  why  you  think  that  course  was  necessary  ? 

Mr.  CosGROVE.  Well,  in  reply — ^I  will  have  to  cover  about  as  much 
ground  as  you  did  in  your  question.    The  answer  is  that  the  ship- 
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builder  himself  is  inherently  desirous  of  getting  as  much  money 
as  he  can  and  it  is  not  to  be  assumed  that  ne  is  going  to  take  any 
less  from  the  Government  than  he  can  get  from  another  and  merely 
having  conversation  with  them  does  not  settle  his  demands,  as  a  rule. 

Mr.  Kelley.  Doesn't  Mr.  Frick  settle  claims  up  here  every  hour 
of  the  day  with  these  contractors? 

Mr.  CosGROVE.  No,  sir.    Mr.  Frick  is  having  extreme  difficulty  in 
getting  some  of  these  settled. 

Mr.  Kelley.  He  is  there  to  settle  them? 

Mr,  CosGRovE.  I  believe  he  is. 
.  Mr.  Kelley.  My  question  is  why  couldn't  the  Government  have 
a  representative  in  Seattle  where  all  these  men  are  located,  instead 
of  forcing  them  to  band  themselves  into  a  society,  form  a  lobby, 
and  send  a  man  to  Philadelphia  to  get  these  claims  settled? 

Mr.  CosGROVE.  If  you  will  let  me  proceed,  I  will,  please. 

Mr.  Kelley.  All  right. 

Mr.  CosGROvE.  As  an  illustration,  Meacham  &  Babcock  extras  have 
not  yet  been  presented,  I  am  told  by  Mr.  Frick,  and  these  contrac- 
tors keep  no  books  that  were  ever  satisfactory  in  the  matter  of  their 
wood  extras,  and  if  I  am  not  mistaken,  very  early  in  the  wood  ship 
building  business  in  this*  district,  and  in  other  districts,  the  wood 
shipbuilders  formed  an  association.  I  think  Mr.  Meacham  told  you 
last  night  that  in  the  beginning  that  it  was  a  voluntary  association 
and  dated  a  long  time  back  and  that  this  association  was  originally 
created  not  for  the  purpose  of  settling  extras  or  adjusting  payments 
of  anything  of  that  matter,  but  for  the  purpose  of  keeping  a  hand^ 
if  they  could,  upon  their  labor  troubles  and  get  more  contracts  out 
of  the  Government. 

Now,  as  for  these  gentlemen  being  forced  to  go  back  to  Wash- 
ington, I  do  not  think  that  is  so  at  all.  When  there  in  Washington — 
I  was  there  in  May,  1918,  and  I  was  there  again  in  January,  1919 — 
you  could  not  hardly  walk  around  a  hotel  without  stepping  on  all 
the  lobbyists  in  the  world,  and  they  were  there  representing  every- 
body that  ever  had  a  real  or  imaginary  claim  against  the  Govern- 
ment, and  they  did  not  all  come  from  the  State  of  Washington. 
They  came  from  every  source,  and  this  district  and  this  locality 
was  no  different  or  worse  than  any  other,  and  I  think  we  had  less 
of  that  sort  of  thing  than  many  otliers.  The  shipbuilding  program 
was,  as  we  commonly  called  it,  an  emergency  measure,  and  it  was 
all  of  that,  and  it  was  one  in  which  I  doubt  whether  a  man  could  have 
built  up  an  organization  which  would  have  functioned  perfectly  to 
the  benefit  of  the  Government  or  the  contractors  much  faster  or  better 
than  it  did.  No  doubt  mistakes  were  made.  No  doubt  these  con- 
tractors have  received  all  the  education  that  some  of  them  were 
entitled  to  receive.  On  the  other  hand,  I  think  there  were  inherent 
difficulties  in  the  situation  that  could  not  have  been  avoided. 

Mr.  Kelley.  I  do  not  know  whether  you  quite  get  my  point.  I 
can  imderstand  very  well  how  there  might  be  occasionally  a  case 
where  there  would  be  a  dispute  or  a  difference  of  opinion  as  to 
what  the  proper  extra  should  be,  which  the  district  management 
here  could  not  and  the  contractor  could  not  agree  upon.  Those  cases 
I  can  readily  understand  mifijht  be  passed  on  to  Washington  to 
somebody  there  situated  to  pass  on  the  question  or  adjust  claims. 
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Mr.  CosoROVE.  Each  contract  provides  for  an  appeal  upon  any  kind 
of  a  dispute  to  the  Director  General  of  the  Fleet  Corporation,  but 
none  was  ever  made, 

Mr.  KEIJ.EY.  It  is  beyond  me  entirely  to  comprehend  why  all  these 
contractors  had  to  take  up  the  question  of  extras  from  the  begin- 
ning— from  the  bottom — with  a  man  located  3,000  miles  from  Seattle, 
and  who  has  to  wire  back  here  to  you  to  get  any  information. 

Mr.  CosGROVE.  They  did  in  every  district,  as  I  understand. 

Mr.  Kelley.  The  thing  I  want  to  know  of  you,  if  you  know,  was 
why  business  men  tried  to  do  business  in  that  kind  of  a  way,  and  I 
do  not  think  you  have  given  any  answer  to  my  question. 

Mr.  CosGROVE.  Well,  you  credit  me  or  compliment  me  with  greater 
'ability  to  understand  some  of  these  things  than  I  do. 

Mr.  Kelley.  You  do  not  understand  that  yourself  ? 

Mr.  CosGROVE.  I  do  not  pretend  to  answer  many  of  those  ques- 
tions; I  can  not. 

Mr.  Kelley.  Xow,  Mr.  Blain  and  Mr.  Magee  probably  had  as 
much  authority  as  Mr.  Wentworth,  did  they  not  ? 

Mr.  Cosorqve.  So  far  as  I  know,  it  was  the  same. 

Mr.  Kelley.  Well,  now,  if  Mr.  Wentworth  could  settle  claims  in 
Oregon,  why  couldn't  Mr.  Blain  settle  them  in  Seattle  without  the 
intervention  of  Mr.  Hamilton  at  $20,000? 

Mr.  CosoRovE.  I  have  no  brief  for  any  of  these  persons.  I  am  not 
here  preparing  an  argument  for  Mr.  Hamilton,  the  wood  builders' 
association,  or  anyone  else. 

Mr.  Kelley.  But  you  are  the  attorney  for  the  Government,  and 
it  was  your  duty  to  advise  Mr.  Blain  as  to  his  legal  rights,  of  course. 

Mr.  CosGRO^^.  Only  when  called  upon  or  when  a  matter  was 
brought  to  my  attention  for  action. 

Mr.  Kelley.  And  the  fact  is  that  Mr.  Blain  and  Mr.  Magee  sat 
on  the  job  here,  refusing  to  settle  with  these  contractors  until  these 
items  of  extras  piled  up  into  the  millions,  and  they  needed  the  money, 
and  they  were  forced  to  band  themselves  into  an  organization  and 
hire  a  man  to  go  to  Philadelphia,  and,  lo  and  behold,  the  magic 
works  as  soon  as  he  got  there.  A  telegram  comes  back  and  says, 
"  Is  this  man's  proposition  all  right  for  settlement?"  Why  couldn't 
they  have  taken  that  up  with  Mr.  Blain  and  Mr.  Magee  in  Seattle 
and  not  wait  until  the  arrival  of  Mr.  Hamilton  ? 

Mr.  CosGROVE.  They  at  all  times  had  the  right  to  appeal  the  matter 
directly  to  the  director  general  themselves. 

Mr.  Kelley.  Do  you  know  any  answer  why  Mr.  Blain  and  Mr. 
Magee  did  not  settle  these  claims  as  they  should  have  settled  them, 
just  the  same  as  Mr.  Wentworth  settled  them  in  Oregon  ? 

Mr.  CosoRO^'E.  No,  sir;  they  will  have  to  answer  those  questions 
for  themselves. 

Mr.  Foster.  Do  you  think  they  tried  as  hard  as  Mr.  Wentworth 
did? 

Mr.  CosGROVE.  I  can  only  say  if  they  had  succeeded  as  well  as  Mr. 
Wentworth  did,  that  they  would  have  had  Mr.  Meacham  and  Mr. 
Babcock — ^instead  of  Meacham  &  Babcock  and  two  or  three  others, 
they  would  have  had  all  of  them  on  the  back  of  their  necks,  just  as 
all  the  shipbuilders  crawled  onto  Wentworth  when  it  was  all  over. 
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Mr.  Foster.  I  follow  you  there.  Do  you  think  that  Blain  and 
Magee  tried  to  get  settlements  like  Wentworth  tried  in  the  other  dis- 
trict— ^you  were  here  with  them?  Do  you  think  they  tried  or  did 
they  want  to  create  a  condition  that  called  for  a  man  like  Hamilton 
to  go  East  for  $20,000  to  produce  resiilts? 

Mr.  CosGROvE.  No,  sir ;  I  do  not  believe  that. 

Mr.  Keixey.  Now,  do  you  know  whether  or  not  from  your  own 
knowledge  that  Mr.  Blain  or  Mr.  Magee  tried  to  work  out  with  the 
home  office  some  equitj^ble  and  fair  settlement  as  to  the  extras  prior 
to  the  advent  of  Mr.  Hamilton  in  Philadelphia  ? 

Mr.  Cosgrove.  No;  I  do  not  know  anythinf^  about  that.  As  a 
matter  of  fact,  the  extras  did  not  come  to  be  an  issue 

Mr.  Kelley.  I  understand,  of  course. 

Mr.  Cosgrove  (continuing).  At  the  beginning  of  the  shipbuilding 
program. 

Mr.  Keluey.  Mr.  Cosgrove,  I  do  not  want  you  to  assume  to  answer 
any  question  you  have  not  full  knowledffe  of,  of  course. 

Mr.  Cosgrove.  You  are  straining  my  ability. 

Mr.  Kelley.  All  these  things  I  am  inquiring  of  you  probably  do 
not  come  within  your  province  as  attorney,  but  because  of  your  close 
association  here  in  the  office  for  so  long  a  time,  and  the  question  of 
claims  to  the  legal  department,  was  so  closely  united  I  did  not  know, 
maybe  you  knew,  why  Mr.  Blain  and  Mr.  Magee  never  tried  to  form 
an  equitable  basis  for  settlement  until  after  these  men  had  organized 
themselves  into  an  association  and  hired  a  man  at  $15,000  salary  and 
$1,000  a  month  traveling  expenses  to  go  to  Washington 'to  get  some 
relief. 

Mr.  Cosgrove.  I  never  heard  anything  about  that  organization 
until  long  after  it  had  been  created. 

Mr.  Kelley.  From  your  position  as  attorney  for  the  Shipping 
Board,  I  do  not  know  why  Mr.  Blain  and  Mr.  Ma^ee  did  not  exercise 
the  powers  which  were  Iddgexl  in  them  and  which  ordinarily  they 
would  be  expected  to  exercise  in  the  settlement  of  these  claims  at  the 
beginning  and  that  only  such  as  were  disputed  would  be  passed  on  to 
Washington  and  Philadelphia. 

Mr.  Cosgrove.  As  far  as  I  know,  they  did  try  it;  I  have  no  infor- 
mation that  thev  did  not. 

Mr.  Kelley.  The  testimony  is  here  that  Mr.  Magee's  slogan  was 
."  There  ain't  no  extras." 

Mr.  Cosgrove.  I  heard  that,  but  that  does  not  make  me  believe  it. 

Mr.  Kelley.  Do  you  know  of  your  own  knowledge  that  Mr.  Magee 
always  insisted  these  men  should  not  be  allowed  any  extras  at  all? 

Mr.  Cosgrove.  I  never  heard  of  that  before. 

Mr.  Kelley.  But  the  fact  remains  now,  to  close  it  all  up,  that 
nothing  was  done  here  to  facilitate  in  the  settlement  of  these  claims 
by  either  Mr.  Blain  or  Mr.  Magee,  so  far  as  you  know,  until  Mr. 
Hamilton  went  to  Philadelphia  at  the  instance  of  these  contractors, 
who  were  forced  to  organize  themselves  into  a  society  and  send  him 
there  to  get  some  kind  of  a  settlement? 

Mr.  Cosgrove.  I  have  no.  knowledge  of  anything  further.  Will 
you  permit  me  to  close  a  line  that  I  had  here? 

Mr.  Kelley.  Yes. 

Mr.  Co8GRO\iE.  There  is  one  more  statement.  On  February  8  I  was 
called  into  a  conference  by  Mr.  Cox — Mr.  Daniel  H.  Cdx — who  was 
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the  manager  of  the  steel  construction.  At  this  conference  there  was 
Capt.  Pillsbury,  of  San  Francisco ;  Capt.  Blain ;  Mr.  Hall,  of  Port- 
land ;  Mr.  Magee,  or  Capt.  Magee ;  Mr.  McNitt ;  Mr.  Cox ;  and  myself, 
and  a  memorandmn  was  written  as  a  result  of  that  conference,  a  copy 
of  which  I  have  here.  In  brief  the  conference  developed  this :  The 
wood  shipbuilders  of  Oregon  were  demanding  a  reopening,  accord- 
ing to  Mr.  Hall,  of  their  October  settlements.  Capt.  Pillsbury  was 
having  difficulties  with  his  settlements  in  California.  Capt.  Blain 
had  made  his  recommendations  or  a  horizontal  settlement  or  a  flat 
settlement  for  everybody,  and  at  that  time  he  and  Capt.  Magee 
again  urged  a  flat  settlement,  saying  that  they  believed  the  estimates 
were  f airlj  correct,  and  would  be  less  effort  to  go  out  and  go  through 
the  checkmg  process  than  if  it  could  be  that  way.  Capt.  Pillsbury 
objected,  and  so  did  I,  upon  the  ground  that  while  that  might  be  an 
easy  way  of  getting  rid  of  the  difficulty,  that  when  some  congres- 
sional committee  might  investi^te  the  horizontal  settlements " 

Mr.  Ejelley.  They  were  looking  for  it,  even  then  ? 

Mr.  CosGROVE.  Yes,  sir.  Any  man  who  has  got  any  kind  of  caution 
at  all  is  trying  to  see  that  nobody  can  call  him  out  and  get  him  when 
the  time  comes — when  a  congressional  committee  or  any  other  com- 
mittee should  ask  any  questions  why  a  flat  settlement  was  made  with- 
out itemization,  and  that  instead  of — when  they  came  around  to  ask 
questions  about  that,  instead  of  that,  you  would  have  an  itemized  list 
properly  verified  of  every  man's  claimed  extra;  a  list  verified  and 
itemized  that  would  hold  water  and  stand  any  investigation  that 
might  be  produced.  While  if  you  had  a  flat  settlement  with  no  items. 
no  vertification,  somebody  would  always  claim — certainly  we  found 
that  was  heavily  watered.  And  at  that  time  Mr.  Cox,  who  was  the 
superior  officer  of  all  these  district  managers,  decided  there  would 
be  no  flat  settlements,  but  that  the  whole  matter  was  to  be  taken  up 
immediately  by  the  district  managers,  calling  in  each  wood  ship- 
builder in  his  district  and  demanding  an  itemized  list  of  extras, 
which  should  be  immediately  checked,  and  that  the  Fleet  Corpora- 
tion, if  necessary,  was  to  hire  a  set  of  accountants  to  check  this  peo- 
Kle's  claims,  and  then  they  were  to  be  settled  by  the  district  manager. 
[r.  Wentworth  was  to  reopen  his  claims  and  Pillsbury  and  Capt. 
Blain  were  to  take  up  these  wood  extras  immediately.  As  I  am  in- 
formed, upon  their  return,  they  did  notify  all  of  these  contractors 
to  present  itemized  lists.  Now,  that,  gentlemen,  is  the  history  of  the 
wood  extras  as  the  record  shows  it  and  as  I  know  it. 

Mr.  Kelley.  Just  one  word  more  bearing  upon  the  reasonable- 
ness of  Mr.  Meacham's  request  for  the  payment  of  $20,000  per  ship 
on  account — what  did  you  finally  settle  the  extras  at  per  ship? 

Mr.  CosGROVE.  Mr.  Meacham's  have  never  been  settled  yet. 

Mr.  Kelley.  Yes ;  I  know ;  but  the  same  type. 

Mr.  CosGROVE.  Mr.  Frick  is  settling  those ;  I  haven't  the  figures. 

Mr.  Kelley.  $32,000  per  ship  ? 

Mr.  CosGROvE.  I  think  it  is  some  thirty  thousand. 

Mr.  Kelley.  So  Mr.  Meacham  was  very  moderate  and  within 
reason  in  asking  that  $20,000  advance  on  the  extras,  wasn't  he? 

Mr.  CosGROVE.  Everything  else  being  equal,  he  was  not  a  very  good 
business  man  to  settle  at  20  when  he  might  have  had  35. 

Mr.  Kelley.  The  question  was  not  about  settling;  it  was  about  him 
asking  $20,000  on  account  pending  settlement. 
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Mr.  CosGRovB.  I  remember  last  night  he  asked  for  a  settlement  at 
$20,000. 

Mr.  Keli^y.  You  would  no  do  it?' 

Mr.  CosGROVE.  I  did  not  say  I  would  not  do  it. 

Mr.  Keuley.  The  Fleet  Corporation  would  not  do  it;  would  not 
advance  him  a  cent  when  he  had  $32,000  per  ship  coming. 

Mr.  CosGROV'E.  I  heard  him  say  so. 

Mr.  Keuley.  Isn't  that  a  fact  ? 

Mr.  CosGROVE.  'I  do  not  know.  I  do  not  recollect  his  conversation 
that  he  referred  to  last  night,  at  all.  I  remember  being  called  in  at 
one  time  when  he  was  there,  but  I  do  not  remember  the  details  of  that 
conversation  at  all. 

Mr.  Kelley.  Well,  if  it  is  a  fact,  borne  out  by  the  auditor,  that  Mr. 
Meacham's  request  was  for  only  $20,000  per  ship,  and  other  ships 
of  exactly  similar  type  are  being  allowed  $32,000,  that  was  not  an  un- 
reasonable demand  on  the  part  of  Mr.  Meacham  ? 

Mr.  CosGROVE.  As  one  looks  at  it  from  the  present  viewpoint,  I 
would  say  no  it  would  not  be. 

Mr.  Kelley.  There  is  nothing  in  that  demand  that  would  warrant 
the  Fleet  Corporation  in  assisting  in  any  way,  either  directly  or 
indirectly,  in  putting  Mr.  Meacham  into  insolvency? 

Mr.  CosGROVE.  Not  in  making  that  demand ;  no. 

The  Chairman.  Any  questions,  Mr.  Foster? 

Mr.  Foster.  No. 

Mr.  Hadley.  No. 

The  Chairman.  I  think  that  is  all.    Is  Mr.  Newberger  here? 

Mr.  Newberger.  Yes. 

The  Chairman.  The  committee  will  go  into  executive  session.  Mr. 
Newberger,  you  will  please  remain ;  also  the  stenographer. 

(The  committee  then  held  an  executive  session,  after  which  the 
meeting  was  again  opened  to  the  public.) 

TESTIMOITY  OF  MB.  L.  E.  MEACHAM— £esnmed. 

The  Chairman.  Have  you  some  questions,  Mr.  Foster? 

Mr.  Foster.  I  want  to  ask  you,  Mr.  Meacham,  whether  you  have 
any  information  concerning  automobiles  having  been  presented  to 
any  of  these  Government  representatives  here  from  either  the  wood 
or  steel  men  ? 

Mr.  Meacham.  Only  hearsay  and  newspaper  information. 

Mr.  Foster.  Not  having  either  of  those,  what  are  they?  We  will 
have  them  as  a  basis  of  finding  out. 

Mr.  Meacham.  At  the  retirement  of  Capt.  Blain  the  steel-ship 
builders  contributed  to  a  fund  and  purchased  and  presented  to  him 
an  automobile. 

Mr.  Foster.  Was  that  automobile  a  Ford,  which  is  manufactured  iB 
Gov.  Kelley's  district,  or  is  that  automobile — what  sort  of  a  machine 
was  it  ? 

Mr.  Meacham.  It  is  a  machine  with  a  capital  A. 

Mr.  Foster.  What  sort  of  machine  did  they  present  ? 

Mr.  Meacham.  I  do  not  know,  but  it  was  an  automobile  of  higher 
quality. 
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Mr.  Foster.  About  when  was  that  supposed  to  have  been  pre- 
sented? 

Mr.  Meacham.  About  April  1. 

Mr.  Foster.  This  year? 

Mr.  Meacham.  Yes. 

Mr.  Foster.  No  particular  reason  for  selecting  April  1  for  it,  was 
there? 

Mr.  Meacham.  My  reason  for  saying  that  is  his  retirement  from 
office  was  April  1. 

Mr.  Foster.  I  see.  Now,  about  any  present  other  than  to  Mr. 
Blain. 

Mr.  Meacham.  At  the  time  of  the  retirement  of  Capt.  Magee  the 
compliment  was  duplicated  by  the  wood-ship  builders'  association. 

Mr.  Foster.  Did  the  distribution  stop  there? 

Mr.  Meacham.  So  far  as  I  know. 

Mr.  Foster.  Do  you  know  whether  the  custom  has  continued  or 
not? 

Mr.  Meacham.  No. 

Mr.  Foster.  One  further  question  about  the  sponsors.  I  come 
from  an  inland  State  and  I  do  not  understand  very  much  about  this 
launching.    Is  it  customary  to  present  them  with  presents? 

Mr.  Meacham.  I  understand  so;  but  it  was  a  policy  which  our 
yard  did  not  know  about,  and  I  confess  personally  to  the  failure  of 
the  courtesies  of  the  occasion,  and  we  only  thanked  our  sponsors. 

Mr.  Foster.  Do  vou  care  to  indicate  for  the  committee,  especially 
me — I  know  so  little  about  it — what  sort  of  presents  it  has  been  cus- 
tomary to  have  presented  the  sponsors  ? 

Mr.  Meacham.  I  do  not  know,  but  frequently  they  were  alleged  to 
be  diamond  lavellieres  and  things  of  that  character. 

Mr.  Foster.  And  silverware? 

Mr.  Meacham.  Yes.    I  remember  one  instance  of  silverware. 

Mr.  Foster.  It  has  been  suggested  to  one  member  of  the  committee 
that  when  one  ship  was  launched  there  was  silverware,  approximately 
worth  $1,000,  presented.    Have  you  any  knowledge  of  that? 

Mr.  Meacham.  Only  hearsay  knowledge. 

Mr.  Foster.  What  ship  was  that? 

Mr.  Meacham.  I  don't  know  the  ship,  but  the  donor  was  the 
Nilson  &  Kelez  Shipbuilding  Co.,  and  the  recipient  was  the  wife  of 
an  inspector. 

Mr.  Foster.  What  was  the  name  of  the  inspector? 

Mr.  Meacham.  Capt.  Kustad. 

Mr.  KEiiiEY.  Chief  inspector,  wasn't  he  ? 

Mr.  Meacham.  He  was  inspector,  and  chief  inspector  more  re- 
cently;  probably  at  the  time  of  this  he  was  assistant  to  Mr.  Frick,  in 
the  settling  of  these  claims. 

Mr.  Foster.  Was  the  custom  prevailing  here  to  select  ladies  out 
of  the  family  of  the  inspectors  or  the  officers  of  the  Fleet  Cor- 
poration? 

Mr.  Meacham.  I  would  say  that  it  was  a  matter  of  passing  a 
delicate  compliment  to  a  lady  to  permit  her  that  little  honor,  and 
naturally  the  yards  would  pass  the  compliment  to  ladies  in  whom 
they  were  interested. 

Mr.  Foster.  Representing  those  in  authority.  Your  concern  never 
went  in  on  that? 
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Mr.  Meacham.  I  think  that  every  sponsor  we  ever  had  was  either 
a  member  of  our  own  families  or  wives  of  individuals  in  our  plant, 
up  to  the  time  of  the  receivership,  and  since  then  I  have  never 
attended  a  launching. 

Mr.  Foster.  I  believe  that  is  all. 

Mr.  Kelley.  What  does  a  Packard  car  sell  for  here  in  the  stores! 

Mr.  Meacham.  They  are  above  my  limit. 

Mr.  Kelley.  Was  this  a  Packard?    Were  these  two  Packard  cars? 

Mr.  Meacham.  I  don't  know. 

Mr.  Foster.  You  would  infer  from  the  governor's  question  there 
were  no  Pierce  Arrows  on  sale  out  here. 

The  Chairman.  Do  you  know  of  any  reason  why  the  Steel  Ship- 
builders'. Association  or  Wood  Shipbuilders'  Association  should 
make  a  gift  of  that  sort  to  the  retiring  officer  of  the  Shipping  Board? 

Mr.  Meacham.  I  had  alwavs  assumed  it  simply  as  a  compliment, 
as  is  frequently  done  at  the  closing  of  an  association  of  that  sort. 

The  Chairman.  Sort  of  a  testimonial  in  recognition  of  the  friendly 
relations  that  had  existed? 

Mr.  Meacham.  I  would  say  that  was  the  case. 

The  Chairman.  Now,  there  have  been  quite  a  number  of  retiring 
officers  in  this  district.  Have  they  all  been  given  a  testimonial  by 
the  two  associations? 

Mr.  Meacham.  I  fail  at  the  moment  to  recall  any  other  retirin|f 
officers  of  sufficient  prominence  to  be  so  remembered. 

The  Chairman,  it  was  given  to  Capt.  Blain  because  he  was  dis- 
trict officer,  and  given  to  Mr.  Magee  because  he  was  district  offioer, 
but  the  other  officials  received  no  such  recognition  from  these  two 
associations  so  far  as  you  know? 

Mr.  Meacham.  So  far  as  I  know  they  did  not. 

The  Chairman.  Did  the  association  make  a  special  assessment  to 
cover  the  cost  of  these  gifts? 

Mr.  Meacham.  I  have  understood  that  to  be  the  case.  I  under- 
stood that  an  assessment  came  to  our  plant,  but  that  assessment,  so 
far  as  I  know — that  was  on  Capt.  Magee's  automobile — that  came 
after  the  receivership,  and  consequently  I  have  no  personal  knowl- 
edge of  it. 

The  Chairman.  Capt.  Magee's  automobile? 

Mr.  Meacham.  Yes;  I  have  no  personal  knowledge  of  that.  All 
of  my  information  on  this  is  hearsay  and  newspaper. 

The.  Chairman.  Well,  if  the  assessment  came  to  your  plant  yon 
would  probably  know  it? 

Mr.  Meacham.  Well,  I  did  not  see  it.  That  is  my  point.  You  can 
establish  that  fact.    I  do  not  just  know  that. 

Mr.  Kelley.  You  are  the  president  of  your  association,  as  I  re- 
member it? 

Mr.  Meacham.  I  was  acting  president  of  our  association  before — 
I  was  vice  president  of  our  association  before  the  incorporation,  at 
which  time  Mr.  Hamilton  was  elected  president. 

Mr.  Kelley.  Mr.  Hamilton  was  president  at  the  time  these  gifts 
were  passed  out? 

Mr.  Meacham.  He  was,  of  both  assessments. 

Mr.  Foster.  Did  you  ever  find  a  reason  why,  in  fixing  last  spring 
the  amount  the  Government  allows  for  these  launchings,  that  thev 
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would  fix  the  amount  of  $500  for  future  launchings  and  $1,500  for 
those  that  had  theretofore  been  launched? 

Mr.  Meacham.  I  was  never  aware  there  was  any  allowance  by  the 
Government  until  I  heard  it  here,  and  I  realize  I  overlooked  a  bet, 
because  our  young  ladies  might  just  as  well  have  had  a  modest  pres- 
ent on  Uncle  Sam.    I  did  not  know  it. 

Mr.  Foster.  Did  that  cause  your  mind  to  reach  the  conclusion  that 
perhaps  $1,500  is  a  figure  that  had  been  to  cover  large  gifts  to  the 
sponsor? 

Mr.  Meacham.  It  does  now. 

Mr.  Foster.  One  word  about  the  automobiles.  Do  you  understand 
they  were  given  through  a  sense  of  regret  to  the  termination  of  the 
term  of  office  or  otherwise? 

Mr.  Meacham.  Begret  at  the  termination,  I  believe  is  correct, 
probably. 

Mr.  Kelley.  The  relations  had  been  so  pleasant  and  so  agreeable 
between  Capt.  Blain,  Mr.  Magee,  and  the  wood-ship  builders  that 
they  were  moved  to  do  this  handsome  thing,  through  Mr.  Hamilton, 
of  course? 

Mr.  Meacham.  I  believe  that  was  the  appearance  of  things. 

Mr.  Keu^y.  I  say  through  Mr.  Hamilton. 

Mr.  Meacham.   Yes. 

Mr.  Kelley.  Do  you  know  whether  the  wood-ship  builders  had  a 
meeting  to  determine  upon  this  testimonial  of  esteem? 

Mr.  Meacham.  I  do  not. 

Mr.  Kelley.  Have  you  seen  these  cars?  That  is,  either  one  of 
them  ? 

Mr.  Meacham.  Flitting  only,  as  they  passed  me  on  the  street. 

Mr.  Kelley.  Mr.  Blain  drives  his  car,  does  he? 

Mr.  Meacham.  Yes. 

Mr.  Kelley.  Mr.  Magee  his? 

Mr.  Meacham.  Yes. 

Mr.  Kelley.  Now,  Mr»  Meacham,  you  do  not  approve  of  a  thing 
of  that  kind,  do  you? 

Mr.  Meacham.  I  was  never  asked. 

Mr.  Kelliey.  I  know ;  but-I  am  speaking  now  from  the  standpoint 
of  good  citizenship  and  the  Government  of  the  United  States;  the 
Government  of  the  United  States  ought  to  be  a  i)retty  dignified,  fine, 
high-class  institution  to  do  business  with,  and  it  is  a  little  bit  humili- 
ating to  discover  that  such  practices  had  to  be  resorted  to  in  dealing 
with  the  Government  through  its  accredited  officials  at  this  point.  I 
sincerely  hope  that  it  has  not  become  a  custom  through  the  entire 
country,  especially  at  these  figures.    I  do  not  know  of  that,  of  course. 

Mr.  Meacham.  I  do  not  know,  of  course.  I  never  heard  of  it 
aside  from  these  two  instances. 

Mr.  EIelley.  You  said  it  was  the  custom  to  do  this,  meaning  by 
that,  these  two  examples  set  the  custom  and  it  had  never  been  fol- 
lowed since? 

Mr.  Meacham.  No;  I  said  as  to  the  custom  of  a  parting  remem- 
brance. All  of  us  know  that  in  lodge  associations  and  others  that 
is  the  meaning  I  had — answering  ^our  question  as  to  whether  I  ap- 
proved that,  it  is  only  the  size  of  a  gift  that  makes  it  either  right 
or  otherwise.    If  that  had  been  a  moderate  rememberance,  I  think  no 
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one  would  have  criticized  that,  and  I  have  never  criticized  it,  even  as 
it  was,  because  I  had  some  serious  things  to  worry  me. 

Mr.  Keixey.  Of  coiirse,  taken  in  conjunction  with  the  delay  in 
settling  your  claims — ^the  inability  to  get  your  claims  audited,  the 
appointment  of  Mr.  Hamilton,  the  quick  results  obtained  by  Mr. 
Hamilton  after  his  appointment,  and  then  follow  on  the  heels  a  very 
valuable  gift,  which  taxes  your  optimism,  you  understand — ^that  is  alL 

The  Chairman.  I  think  that  is  all. 

Mr.  Meacham.  Mr.  Chairman,  I  desire  because  of  testimony  intro- 
duced yesterday  by  Mr.  Cosgrove,  which  was  the  only  specific  in- 
stance of  alleged  high  financing,  in  which  he  referred  to  the  reten- 
tion by  me  in  my  pocket  of  a  check  of  $6,000,  made  to  the  port  com- 
mission, in  payment  of  rental,  to  request,  if  the  committee  will  be  so 
good,  as  to  secure  from  the  poit  commission  a  chronological  history 
of  that  case  so  that  I  will  not  stand  as  having  indulged  in  that  par- 
ticular allegation. 

The  Chairman.  Can't  you  furnish  that? 

Mr.  Meacham.  I  could,  but  I  was  particularly — ^I  desire  the  esteem 
of  you  gentlemen  and  I  wanted  a  clean  record.  If  you  will  get  it, 
all  right;  if  not,  I  will  be  pleased  to  furnish  it  to  you. 

The  CoeAiRMAN.  I  think  you  had  better  furnish  it,  Mr.  Meachanu 

Mr.  Meacham.  I  will  do  that. 

^The  witness  was  excused.) 

(Exhibit  requested  by  committee,  together  with  letter  of  trans- 
^mittal,  is  here  presented  in  full:) 

Meacham  &  Babcock  Shipbuilding  Co., 

Seattle,  October  29, 1919. 

Hon.  Joseph  Walsh, 

Chairman  Select  Committee  on  Investigation  of 

United  States  Shipping  Board, 

House  of  Representatives,  Washington,  D.  C, 

Dear  Sir:  In  keeping  with  my  promise  made  to  your  committee  while  in 
Seattle,  I  requested  from  the  port  commission  a  statement  covering  payment  to 
them  of  $6,110.79  on  account  of  ground  rent  This  was  received  promptly,  bat 
as  your  committee  was  at  that  time  (Sept.  4)  en  route  I  held  the  letter 
for  a  time,  with  intention  of  showing  it  to  the  representative  of  Department 
of  Justice,  who  was  already  due  to  reach  this  city.  His  coming  was,  ho^r- 
ever,  delayed,  and  I  was  not  given  an  opportunity  to  take  this  matter  up  witli 
him  until  this  week.    Having  now  done  so,  I  hasten  to  get  It  to  you. 

To  refresh  your  memory :  In  opposition  to  my  testimony  before  your  com- 
mittee to  the  effect  that  not  one  dollar  had  ever  been  illegitimately  diverted 
from  the  funds  of  the  Meacham  &  Babcock  Shipbuilding  Co.,  Mr.  Deane  brought 
In  two  allegations,  as  follows: 

1.  That  I  had  withheld  from  the  port  commission  a  check  authorized  by  him 
for  payment  of  ground  rent  In  the  amount  of  .$6,110.79  until  bank  balance  had 
been  purposely  depleted. 

2.  That  I  had  v,ithheld  from  A.  M.  Castle  &  Co.  $4,400  out^of  a  chedt  author- 
ized by  him  to  be  paid  to  them  in  the  sum  of  $8,805.35. 

Disposing  first  of  this  latter  allegation,  Mr.  Deane  knew  at  the  time  he  tes- 
tified that  I  had  divided  the  payment  In  the  manner  I  did  in  order  to  appease 
the  Western  Electric  Co.,  who  were  harassing  me  for  money,  and  that  they 
had  just  as  much  right  to  the  money  as  had  the  A.  M.  Castle  Go.  He  also 
knew  that  my  payment  of  the  $4,400  to  Western  Electric  Co.  was  made  on  the 
same  day  as  the  "  diversion  "  took  place.  Please  also  recall  the  admission  by 
Mr.  Cosgrove  that  Deane  had  absolutely  no  right  to  dictate  the  use  by  me  of 
any  funds  received  on  account  of  our  ship  contract,  except  the  first  payment 
on  each  hull. 
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Referring  now  to  the  port  commission  clieck.  Please  note  it  was  paid  to  their 
proper  representative  on  February  27,  and  by  him  <lelivere<l  to  the  iieadquarters 
auditor  in  usual  manner  the  next  day.  The  further  history  of  the  check,  as 
gathere<l  in  my  searcli,  is  this : 

On  March  1  (Saturday)  it  was  turned  over  to  county  treasurer,  who  does 
all  banking  for  the  iwrt  comndssion.  As  Saturday  was  a  half  holiday,  the  county 
treasurer  did  not  deposit  the  check  in  hank  until  ^londay,  March  3,  In  the  after- 
noon (as  is  his  custom).  In  ordinary  course  of  business  It  went  to  clearance 
on  the  morning  of  Tuesday,  March  4,  and  arrived  at  our  bank  (without  any 
nndue  stoppage)  three  days  after  an  acceptance  for  $7,000  issuetl  by  me  on  Mr. 
Oeane's  authority  and  known  by  him  to  be  coming  due  on  March  1,  had  so  de- 
pleted the  bank  account  as  to  leave  our  balance  not  sufficient  to  cover  it. 

The  sole  cause  of  all  trouble  with  this  check  was  Mr.  Deane's  own  carelessness, 
as  I  received  the  $6,110.79  from  him  on  February  27  arid  promptly  paid  it  over 
to  port  commission  on  the  same  day. 

You  will  be  interested  to  learn  that  the  protracted  audit  of  our  company 
book.«t,  that  has  cost  nearly  $8,000,  is  finally  completed  and  proves  jpy  contention 
absolutely,  as  to  the  integrity  of  the  finai  cial  management  of  our  company. 

In  event  any  allegations  made  by  Mr.  Cosgrove  or  others  at  your  hearing  got 
into  the  record  (as  they  intended  they  should)  to  reflect  discretlit  upon  myself, 
may  I  respectfully  request  that  In  keeping  with  the  high  motives  of  your  in- 
vestigation, they  should  be  eliminated  in  view  of  the  now  proven  status 'of  our 
affairs? 

Very  truly,  yours, 

L.  E.  Meacham. 


SEATTrjc,  Wash.,  Scptetnbcr  i,  1919. 
Mr.  L.  E.  Meacham, 

Seattle,  Wash. 

Dear  Sir:  Referring  to  your  inquiry  regarding  your  check  for  $6,110.79 
drawn  by  your  company  in  payment  for  rent  due  the  port  commission. 

Our  records  show  that  we  received  your  check  on  Thursday,  February  27,  and 
that  we  delivered  it  to  the  cashier  In  the  auditor's  office  at  Bell  Street  on  Fri- 
day, February  28. 

We  recall  that  we  phoned  you  on  the  Tuesday  or  Wednesday  prior  stating 
that  the  auditor  was  anxious  to  get  a  payment.  If  possible,  before  closing  his 
books  for  the  month  of  February,  and  that  you  called  on  the  phone  on  Thurs- 
day, February  27,  stating  that  the  check  was  ready,  and  we  requesed  that  you 
send  It  in  to  us  at  the  Salmon  Bay  office,  which  you  did  that  afternoon. 

We  are  informed  by  the  port  auditor  that  the  check  was  returned  by  the 
bank  marked  **  N.  S.  F,"  and  was  charged  back  to  your  account. 
Yours,  very  truly, 

Lee  Ghafin, 
Agent  Salmon  Bay  Terminal. 

The  Chairman.  Mr.  Heifner,  will  you  please  take  the  stand? 
TESTIHONT  OF  ME.  CHABLES  0.  HEIFNEB^Besumed. 

The  Chairman.  Mr.  Heifner,  I  hand  you  an  envelope  bearing  the 
typewritten  address,  "  Capt.  John  F.  Blain,  Temporaiy  Beceiver, 
Meacham  &  Babcock  S.  B.  Co.,  U.  S.  Shipping  Board,  Securities 
Building,  city,"  in  the  upper  left-hand  corner  ai-e  the  words  "  Seat- 
tle," initialed  "U.  S.  A.,"  a  shield — a  red  shield,  the  name  "Kil- 
bourne  &  Clark,"  and  in  large  letters  the  word  "Radio,"  bearing 
the  written  indorsement,  "Please  sign  inclosed  receipt  and  return 
to  bearer."  I  ask  jj-ou  if  that  envelope  is  the  one  received  by  you  at 
the  Meacham  &  Babcock  yard  ? 

Mr.  Heifner.  It  is. 
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The  Chaikman.  Do  you  recall  what  it  contained  ? 

Mr.  Heifner.  My  best  recollection  is  that  it  contained  a  bill 
against  Meacham  &  Babcock  Shipbuilding  Co. 

The  Chairman.  That  envelope,  as  you  note,  is  addressed  to  the 
Shipping  Board  in  this  building,  was  delivered  to  you  by  messenger 
from  here,  if  you  recall,  or  was  it  sent  direct  to  you  from  the  firm 
whose  name  appears  on  the  upper  left-hand  corner  of  the  envelope  ? 

Mr.  Heifner.  That  letter  came  to  my  down-town  office  and  was 
not  delivered  at  the  shipyards,  but  to  my  down-town  office. 
■     The  Chairman.  By  messenger? 

Mr.  Heifner.  I  do  not  know  how  it  came.  It  was  in  my  office, 
put  through  the  door  with  other  mail. 

Mr.  Foster.  Does  it  have  any  postmark  on  it? 

The  Chairman.  No  ;  it  is  a  plain  envelope  containing  nothing  ex- 
cept what  I  have  read. 

Mr.  Foster.  With  no  stamp  ? 

The  Chairman.  It  does  not  appear  to  have  had  a  stamp  affixed. 

Mr.  Heifner.  I  do  not  think  there  was  a  stamp.  As  far  as  I  know 
there  never  was  one. 

Mr.  Kellef.  What  is  your  explanation  for  the  belief  of  that  com- 
pany that  Mr.  Blain  was  receiver,  or  have  you  any  explanation? 

Mr.  Heifner.  Why,  Governor,  my  explanation  of  it  is  simply  this: 
That  there  had  been  a  ffood  deal  of  discussion  among  the  various 
creditors  as  to  who  would  be  the  permanent  receiver,  at  least,  and 
Capt.  Blain's  name  was  mentioned  frequently  among  them  as  a 
man  likely  to  be  appointed.  At  least,  one  of  the  largest  creditors  told 
me  that  he  expected  that  to  be  done.  Now,  I  do  not  know  anything 
about  it,  but  using  the  ordinary  horse  sense,  I  would  say  that  the 
creditors,  many  of  them,  expected  Capt.  Blain  to  be  appointed. 

Mr.  Kelley.  They  had  agreed  on  him,  had  they  not,  in  a  meeting? 

Mr.  Heifner.  I  can  not  answer  that,  Governor.  I  heard  that  a 
meeting  of  creditors  was  held  and  that  there  they  discussed  the  ap- 
pointment of  a  receiver  and  that  Capt.  Blain's  name  was  suggested 
there.     I  was  not  present  and  had  nothing  to  do  with  it. 

Mr.  Kellbt.  And  the  petitioning  creditor  requested  that  Capt. 
Blain  be  appointed ;  he  representing  a  body  of  the  creditors,  did  he 
not,  in  the  matter  of  the  appointment  of  a  receiver? 

Mr.  Heifner.  Well,  Governor,  I  do  not  know  a  thing  of  what  took 
place  at  that  meeting,  except  by  hearsay. 

Mr.  Keixey.  You  do  not  know  whether  the  receiver's  attorney  was 
directed  by  the  creditors  to  represent  to  the  court  that  they  would 
like  to  have  Blain  appointed  ? 

Mr.  Heifner.  I  have  been  told  by  Mr.  Frick  that  a  number  of 
creditors  did  want  Capt.  Blain,  and  that  he  was  for  Capt.  Blain. 

Mr.  Kelley.  And  if  this  creditor  happened  to  be  at  that  meeting 
he  would  naturally  do  their  wish  and  have  the  court  appoint  Capt 
Blain  accordingly? 

Mr.  Heifner.  I  think  that  is  the  reasonable  conclusion  for  a  man 
to  reach.  I  think  it  is  only  fair  that  I  should  say  here,  however,  that 
I  had  very  little  dealings  with  Capt.  Blain  after  I  became  receiver. 
I  became  receiver  on  the  28th  day  of  March,  1918,  and  I  think  he 
ceased  to  be  district  manager  on  the  31st  day  of  March. 
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Mr.  Foster.  You  were  asked  to  contribute  to  the  automobile? 

Mr.  Heifner.  No  ;  I  was  not.  They  all  come  addressed  to  Meacham 
&  Babcock  Co.,  a  couple  of  communications  asking  for  monthly  con- 
tributions to  this  wood  shipbuilders'  association. 

Mr.  Foster.  Who  did  they  come  from,  if  I  may  ask? 

Mr.  Heifner.  I  think  I  threw  them  in  the  wastebasket,  because  I 
<iid  not  intend  to  pay  any  of  it,  but  the  best  of  my  recollection  is  that 
it  came  from  some  one  who  claimed  to  be  an  officer  of  that  wood 
^shipbuilding  association.    I  could  not  recall  the  name  of  the  party. 

Mr.  Foster.  Hamilton? 

Mr.  Heifner.  No;  I  do  not  think  it  came  from  Mr.  Hamilton.  I 
think  it  came  signed  by  some  one  in  the  capacity  of  a  secretary  or 
something  of  that  kind. 

Mr.  Foster.  Did  it  indicate  the  amount  they  wished  to  give,  or  did 
they  leave  that  open? 

Mr.  Heifner.  The  amount  was  set  forth.  The  onlv  item  in  addi- 
tion to  what  I  believe  was  a  monthly  stipend  was  lor  some  enter- 
tainment ;  some  fee  given  to  some  one,  and  I  could  not  testify  now  as 
to  who  that  party  was. 

Mr.  Foster.  That  is  the  same  party  who  gave  the  dinner  and  pre- 
sented the  automobile? 

Mr.  Heifner.  I  think  it  was  a  dinner  to  some  official. 

Mr.  Foster.  Speed  the  departing  guests? 

Mr.  Heifner.  I  am  sorry  that  I  did  not  keep  the  documents.  I 
never  supposed  I  would  have  to  refer  to  them. 

Mr.  Foster.  Instead  of  an  invitation  it  was  an  assessment,  was 
it  not? 

Mr.  Heifner.  I  knew  one  thing  positive,  that  as  receiver  I  would 
not  pay  any  portion  of  it. 

Mr.  Foster.  It  did  not  look  quite  right  for  Meacham  &  Babcock 
to  be  paying  for  an  automobile  of  that  kind? 

Mr.  Heifner.  It  wasn't  right  for  them  to  pay  for  an  auto  of  that 
kind. 

(The  witness  was  excused.) 

TESTIMONT  OF  MB.  OEOBOE  P.  DEANE— Besnmed. 

The  Chairman.  Mr.  Deane,  you  have  some  additional  infor- 
mation ?  ' 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  State  what  it  is. 

Mr.  Deane.  Statement  of  towage  paid  Skinnor  &  Eddy  Cor- 
poration. 
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(The  statement  referred  to  is  as  fpUows:) 


statement  of  towage  paid  to  Skinner  d  Eddy  Corporation  hy  Emergency  Fleet 

Corporation, 


Date  of 
voucher. 


Aug     6. 1918 

Do 

Sept.  9,1918 
Sept.  10, 1918 
Sept.  19,1918 
Sept.  20, 1918 
Oct.  25,1918 
Oct.  28,1918 
Nov.  5,1918 
Nov.  W,1918 
Dec.     4, 1918 

Do 

Dec.     7, 1918 

Do.. 

Dec.  19,1918 
Jan.     1, 1919 

Do.. 

Jan.  22,1919 
Mar.  11,1919 
Mar.  29,1919 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Apr.  14,1919 

Do 

Do 

Apr.  17,1919 
Apr.  18,1919 

Do 

Do 

Do 

Do*. 

May     7, 1919 

Do 

May  16,1919 
May  20,1919 
May  24,1919 

Do 

June  23,1919 

Do.. 

July  23,1919 
Aug.  19,1919 
July    14,1919 

Do.. 

July  23,1919 

Do 

Do 

Do 

Do 

Aug.  15,1919 

Do.. 

Do 


Total 


Voucher  No. 


3476 

3477 

4057 

4151 

4338 

4399 

4951 

5072 

5171 

5626 

5723 

5723 

6903 

6902 

6058 

E64 

E65 

E281 

E987 

E1237 

E  1238 

E  1239 

E  1240 

E  1241 

E  1242 

E  1243 

E  1244 

E1358 

E  1359 

E  1360 

E  1382 

E  1399 

E  1400 

E  1401 

E  1402 

E  1402 

E  1569 

E  1570 

F136 

E  1861 

E  1703 

E  1706 

E  1928 

E  1927 

E2251 

F400 

Exp.  voucher  7604. 
Exp.  voucher  7604. 
Exp.  vouchet  7727, 
Exp.  voucher  7728. 
Exp.  voucher  7729. 
Exp.  voucher  7730. 
Exp.  voucher  7730. 
Exp.  voucher  8393. 
Exp.  voucher  8394. 
Exp.  voucher  8395. 


Contractor. 


Grays  Harbor  Motorshlp  Corporation. 
Wright  Ship  Yards 


Sanderson  <fe  Porter 

Meacliam.  &  Babcock  Shipbuilding  Co 

Sanderson  &  Porter 

Grays  Harbor  Motorshlp  Corporation 

Allen  Shipbuilding  Co 

Grays  Harbor  Motorshlp  Corporation 

do , 

Pacific  American  Fisheries 

Sanderson  &  Porter 

PaciBc  American  Fisheries 

Nilson  &  Keles  Shipbui'ding  Corporation 

Meacham  &  Babcock  Shipbuilding  Co 

Grays  Harbor  Motorshlp  Corporation 

Sanderson  &  Porter 

.....do 

do 

Todd  Constniction  &  Dry  Dock  Corporation. .. 

Pacific  American  Fisheries 

Meacham  &  Babcock  Shipbuilding  Co 

D.  W.  Hartzell  (Inc.) 

do 


.do. 
.do. 
.do. 
.do. 
.do. 


Grays  Harbor  Motorshlp  Corporation 

Todd  Construction  &  Dry  Dock  Corporation. . . 

D.  W.  HartzpII  (Inc.) 

Pacific  Coast  Engineering  Co 

do 

Meacham  &  Babcock  Shipbuilding  Co 

Grays  Harbor  Motorshlp  Ck)rporation 

D.  W.  Hartzell  (Inc.) 

Pacific  Coast  Engineering  Co 

Grays  Harbor  Motorshlp  Corporation. 

Grant  Smith  Porter  Ship  Co 

do V, 

Sanderson  <fe  Porter 

Meacham  &  Babcock  Shipbuilding  Co 

do 

Taooma  Shipbuilding  Co 

Pacific  Coast  Engineering  Co 

Sanderson  &  Porter 

Grant  Smith  Porter  Ship  Co 

Grays  Harbor  Motorshlp  Corporation 

Grant  Smith  Porter  Ship  Co 

do 

Meacham  &  Babcock  Shipbuilding  Co 

do 

Sanderson  &  Porter 

do 

Grays  Harbor  Motorshlp  Corporation 


Hull  No. 


55 
490 
490 

89 
442 

90 

1228 

1896 

999 

1201 

91 

1201 

468 

951 

999 

89 

91 

92 

2139 

1203 

9S3 

£1 

89 

90 

91 

90 

91 

91 

1059 

2222 

92 

491 

1363 

951 

1001 

90 

491 

1059 

2183 

2182 

93 

952 

951 

546 

491 

94 

21S4 

2677 

2185 

2185 

2525 

2526 

97 

9S 

2680 


AmouDt. 


tl,«« 


175 
1,225 

225 
1,350 


m 


2S0 
190 
1,49D 
7D 
70 
70 
280 
260 
190 
1,975 
8S 
250 
60 
S15 
70 
220 
63 
70 
905 
60 
70 
32S 
325 
70 
450 
ISO 
180 
205 
70 
70 
1,620 
1,525 
1,630 
70 
70 
335 
70 
1,620 
1,630 
1,350 
270 
1,350 
400 
310 
1,630 
1630 
1,630 


30,140 


The  Chairman.  Now,  this  statement  shows  the  date  of  the  voucher, 
the  voucher  number,  the  contractor,  number  of  the  hull,  and  the 
amount  paid.  Now,  does  that  mean  towage  by  the  Skinner  &  Eddy 
Co.  to  or  from  the  contractor's  yard  ? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Total  amount  paid  under  this  statement,  $30,148. 

Mr.  Deane.  Copy  of  contract  No.  433  S.  C,  with  the  Todd  Dry- 
dock  &  Construction  Co.,  dated  August  8,  1918,  for  the  construction 
of  24  steel  vessels. 
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[Contract  No.  433  B.  C,  ball  Nob.  2629-2652,  Including.] 

United   States   Shipping  Board, 

Emergency  Fleet  Corporation, 
Philadelphia,  Pa.,  August  26,  1918. 
F*rom:  Legal  Division,  Mr.  Updike,  assistant  counsel. 
To:  Executive  and  administrative  division,  Mr.  Coonley,  vice  president 
Subject:  New  contract  for  24  steel  cargo-carrying  vessels  7,500  dead- weight 

tons,  Todd  Drydoclc  &  Construction  Co. 
Inclosures:  3. 

SUMMARY  statement. 

Transmitted  to  you  herewith  In  triplicate  for  execution  Is  proposed  new 
•contract  with  the  above-named  company.  At  the  time  of  the  talcing  over  of 
the  Seattle  Construction  &  Drydock  Co.  by  the  Fleet  Corporation,  a  new  ship 
<?ontract  was  promised  to  the  Todd  Drydock  &  Construction  Co.,  the  ship- 
building to  be  done  at  the  Tacoma  plant..  The  final  arrangement,  concluded  by 
the  director  general  on  the  western  trip,  is  embodied  in  the  annexed  contract. 

Number  and  type  of  vessel. — ^Twenty -four  (24)  7,500  dead-weight  tons  steel 
cargo-carrying  vessels,  substantially  the  same  as  tho.se  constructed  under  con- 
tract No.  13  S.  C,  dated  June  5,  1917. 

Price. — ^Actual  cost  plus  fixed  fee  of  $97,500  per  vessel,  the  estimated  base 
cost  being  placed  at  $1,168,000.  A  fee  of  one-half  of  any  saving  to, be  added 
to  the  fixed  fee,  if  earned ;  also  certain  items  of  cost,  such  as  plant  depreciation, 
rentals,  some  overhead  charges,  and  other  items  disallowed  in  the  definition  * 
of  actual  cost  attached  to  the  contract,  are  merged  in  a  fixed  lump  sum  per 
vessel  of  $116,000. 

i>e«t7eri€«.— Vessel  1,  March  1,  1919;  2,  March  15,  1919;  3.  March  30,  1919; 
4,  April  15,  1919 ;  5,  April  30,  1919 ;  6,  May  15,  1919 ;  7,  June  1,  1919 ;  8,  June 

15,  1919;  9,  June  30,  1918;  10,  July  15,  1919;  11,  July  30,  1919;  12,  August  15. 
1919;  13,  August  30,  1919;  14,  September  15,  1919;  15,  September  30,  1919; 

16,  Otcober  10,  1919 ;  17,  October  20,  1919 ;  18,  Otcober  30 ;  1919 ;  19,  November 
10,  1919 ;  20,  November  20,  1919 ;  21,  November  30,  1919 ;  22,  December  10,  1919 ; 
23,  December  20,  1919;  24,  December  30,  1919. 

Payments. — Owner  pays  actual  cost  as  work  progresses  and  pays  monthly 
on  account  of  contractor's  fee  and  allowance  18  per  cent  of  fee  and  allowance 
until  88  per  cent  thereof  has  been  paid,  the  balance  being  payable  upon  final 
acceptance  of  vessels. 

Miscellaneqns. — Estimated  base  cost  of  ves.sel,  subject  to  modification  on  in- 
crease or  decrease  in  wages,  in  freight  rates,  and  on  changes,  if  any,  made  by 
owner  in  plans  and  spcK'ifications. 

In  other  respects  the  contract  follows  the  usual  form. 

E.  H.  Updikk,  AssiHtant  Counsel. 


Contract  made  this  31st  day  of  August,  1918,  between  Todd  Dry  Dock  and 
Oonstruction  Coriwratlon,  a  conwratlon  organized  under  the  laws  of  the  State 
of  New  York,  party  of  the  first  part  (herein  called  the  contractor),  and  the 
United  States  Shipping  Board  Emergency  Fleet  Cori)oratlon,  a  corporation 
organized  under  the  laws  of  the  District  of  Columbia  (herein  called  the  owner), 
representing  the  United  States  of  America,  party  of  the  second  part. 

For  a  valuable  consideration,  receipt  of  which  is  hereby  acknowledged  by 
both  parties,  and  in  consideration  of  the  mutual  promises  of  the  parties  It  Is 
agreed  as  follows: 

I. 

1.  Shipyard. — The  contractor  agi-ees  to  maintain  upon  a  suitable  site  a  com- 
plete shipbuilding  plant,  including  unobstructed  channel  to  high  seas,  oflice 
building,  shops,  building  slips,  plant  equipment,  and  appurtenances  Including 
adequate  protection  against  fire,  fencing,  and  other  necessary  arrangements 
for  protection  of  the  yard  and  the  owner's  interests  against  trespassers ;  neces- 
sary and  proper  hygienic  and  sanitary  conditions;  which  site  shall  be  served 
with  ample  facilities  for  the  transi)ortatIon  of  materials  and  sufficient  em- 
ployees, all  to  l>e  satisfactory  to  the  owner  and  adequate  to  Insure  the  con- 
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structlon,  completion,  and  delivery  of  tlie  vessels  under  the  terms  and  at  the 
time  herein  provided  for. 

2.  Launching  icayH,  depth  of  wateVf  etc, — The  contractor  shall,  subject  to  the 
approval  of  the  owner,  at  its  own  expense,  provide  and  maintain  adequate 
shipways  and  ample  depth  of  water  for  launching -the  vessels  herein  con- 
tracted for  and  for  navigating  said  vessels  to  the  high  seas.  In  case  any 
dredging  is  required  for  the  launching  of  the  vessels  herein  ccmtracted  for 
or  for  the  navigation  of  sai<l  vessels  to  the  high  seas  and  the  contractor  fails 
to  do  such  dredging  within  a  reasonable  time  after  being  so  requested  by  the 
owner,  the  owner  shall  have  the  right  to  do  such  dredging  as  may  be  required, 
the  total  cost  thereof  to  be  deducted  from  any  moneys  due  or  to  become  due 
the  contractor. 

The  contractor  shall,  before  launching  the  respective  vessels  herein  provided 
for,  submit  its  plans  and  arrangements  for  such  launching  to  the  inspector  or 
representative  of  the  owner  designated  for  that  pun^ose,  for  his  comment  and 
approval,  to  the  end  tliat  the  launching  of  the  vessels  herein  provided  for  may 
be  accomplished  without  accident  or  delay. 

3.  Work. — Ck)ntractor  agrees  hereby  to  construct  at  its  own  risk  and  ex- 
pense, in  accordance  with  contractor's  drawings  and  specifications  (aU  draw- 
ings and  Sfjecifications  before  binding  on  the  owner  must  bear  the  acceptance 
of  and  approval  by  the  owner,  or  its  duly  authorized  representative)  hereto 
attached  and  made  a  part  of  this  contract,  under  the  rules  and  regulations  of 
the  American  Bureau  of  Shipping,  twenty- four  (24)  steel  cargo-carrying  ves- 
sels of  seventy-five  hundred  (7,500)  tons  deadweight  carrying  capacity  each;  of 
the  same  type  as  those  constructed  under  contract  dated  June  5th,  1917,  known 
as  contract  number  13  S.  C. 

4.  Contractor  agi'ees  to  deliver  said  ves.sels  and  e(iuipnient  with  full  mili- 
tary requirements  according  to  said  drawings  and  specifications  to  the  owner, 
at  the  works  of  contractor,  at  Tacoma,  Washington,  as  follows,  viz: 

First  vessel,  on  or  before  March  1,  1919:  second  ve.'^sel,  on  or  before  March 
15,  1919;  third  vessel,  on  or  before  March  30,  1919;  fourth  vessel,  on  or  before 
April  15, 1919 ;  fifth  vessel,  on  or  before  April  30, 1919 ;  sixth  vessel,  on  or  before 
May  15.  1919;  seventh  vessel,  on  or  before  June  1,  1919;  eighth  vessel,  on  or 
before  June  15,  1919 ;  ninth  vessel,  on  or  before  June  30,  1919 ;  tenth  vessel,  on 
or  before  July  15,  1919;  eleventh  vessel,  on  or  before  July  30,  1919;  twelfth 
vessel,  on  or  before  August  15,  1919 ;  thirteenth  vessel,  on  or  before  August  30, 
1919;  fourteenth  vessel,  on  or  before  September  15,  1919;  fifteenth  vessel,  on 
or  before  September  30,  1919;  sixteenth  vessel,  on  or  before  October  10,  1919; 
seventeenth  vessel,  on  or  before  October  20,  1919;  eighteenth  vessel,  on  or 
before  October  30,  1919;  nineteenth  vessel,  on  or  before  November  10,  1919; 
twentieth  vessel,  on  or  before  November  20,  1919;  twenty -first  vessel,  on  or 
before  November  30,  1919;  twenty-second  vessel,  on  or  before  Deceml)er  10, 
1919 ;  twenty-third  vessel,  on  or  before  December  20,  1919 ;  twenty-fourth  vessel, 
on  or  before  December  30,  1919. 

II. 

1.  Payment  of  actual  coat. — The  total  actual  cost  of  construction  of  the  vessels 
herein  contracted  for  shall  be  paid  by  the  owner  to  the  contractor  as  follows: 

2.  Establishment  of  cash  funds. — In  order  to  provide  the  cash  funds  necessary 
for  carrying  on  the  work  imder  this  contract  the  owner  will,  from  time  to  time, 
deposit  In  its  own  name  in  advance  for  the  purposes  of  this  contract  in  such 
bank  or  banks  as  it  may  dtermlne  upon  such  sums  as  may  be  necessary  to 
constitute  and  to  keep  constituted  a  fund  from  which  to  finance  the  work  of 
construction  of  said  vessels,  to  provide  for  payments  to  be  made  for  material  and 
for  wages  and  salaries  of  persons  employed  upon  said  work.  Such  sums  shall  be 
used  only  for  such  purposes,  and  they  shall  be  drawn  upon  only  by  drafts 
signed  by  contractor  and  countersigned  by  the  owner's  duly  authorized  repre- 
sentative; such  drafts  will  be  countersigned  only  upon  receipt  of  and  In 
accordance  with  vouchers  signed  by  the  contractor  and  approved  in  form  and 
substance  by  the  duly  authorized  representative  of  the  owner.  Payment  so 
made  shall  be  credited  as  payments  on  account  of  the  cost  of  the  vessel. 

Title  to  such  sums  and  to  Interest  paid  by  the  bank  or  banks  shall  be  and 
remain  In  the  owner,  and  upon  the  final  completion  of  this  contract  or  upon 
default  hereunder  on  the  part  of  the  contractor,  owner  may  withdraw  without 
the  signature  of  the  contractor  any  balance  on  hand  In  any  bank  account 
established  under  this  article. 
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3.  Actual  cost. — ^For  the  purposes  of  this  contract,  the  actual  cost  of  construc- 
tion of  the  vessels  shall  include  the  following : 

The  net  costs,  after  deducting  all  discounts,  rebates,  and  refunds  obtained, 
of  supplies,  materials,  machinery,  tools,  equipment,  and  parts  thereof  directly 
entering  into  or  expended  in  the  execution  of  the  work,  including  freight  and 
other  transportation,  cost  of  materials,  and  of  the  other  items  in  this  paragraph 
enumerated. 

Cost  of  direct  labor  employed  in  the  execution  of  the  work. 

Overhead  e-icpensea. — These  shall  include  the  cost  of  indirect  labor  at  the 
shipyard,  including  timekeepers  and  storekeepers,  and  indirect  materials  re- 
quired in  connection  with  the  ships,  together  with  other  expenses  directly 
applicable  to  and  necessary  in  connection  with  the  execution  of  the  work 
herein  contracted  for,  including  the  cost  of  such  insurance  as  the  owner  may 
authorize  or  approve;  but  shall  not  include  depreciation  of  plant  or  property, 
any  extraordinary  plant  repairs  or  renewals,  any  part  of  the  contractor's  gen- 
eral administrative  or  selling  expense,  or  interest,  rentals,  or  other  costs  of 
obtaining  capital.  If,  however,  it  sliould  be<'onie  necessary  to  rent  additional 
land  to  carry  out  this  contract  tiie  owner  will  pay  a  proper  proportion  of  the 
same  during  the  period  such  land  is  used  exclusively  for  the  purposes  of  this 
contract:  Provided,  That  before  making  such  lease,  the  assent  of  the  owner  is 
first  obtained.  For  the  purposes  of  this  contract,  general  administrative  ex- 
pense shall  be  understood  to  be  the  compensation,  office  and  traveling  expenses 
of  officers,  attorneys,  or  counsel  of  the  contractor  and  their  immediate  staff, 
or  of  employees  engage<l  in  supervising,  handling,  or  recording  the  corporate, 
traffic,  purchasing,  or  financial  activities  of  the  contractor. 

In  the  event  that  any  expense  is  Incurred  which  may  be  for  the  joint  benefit 
of  work  under  this  contract  and  other  work  being  prosecuted  by  the  contractor, 
only  such  part  thereof  shall  be  treated  as  entering  into  the  cost  of  the  vessels 
under  this  contract  as  can  be  shown  by  the  contractor  to  be  essential  for  the 
proper  construction  of  the  vessels  herein  contracted  for. 

The  cost  of  casualty  and  liability  insurance  and  the  cost  of  such  bonds,  fire 
and  other  insurance  as  the  owner  may  approve  or  require;  losses  due  to  acci- 
dents or  casualties  not  compensated  by  insurance  or  otherwise  and  legal  and 
other  expenses  in  connection  therewith  sustained  or  incurred  by  the  contractor, 
including  the  cost  of  settlements  made  with  the  approval  of  the  owner,  and 
the  cost  of  the  removal  and  replacement  of  defective  or  unsatisfactory  work- 
manship or  materials,  but  if  any  such  losses  and  expenses  and/or  necessity  for 
any  such  replac^^ment  shall  l)e  caused  by  the  fault  or  neglect  of  the  contractor's 
executive  officers,  managerial  and  sui)erintendlng  employees,  there  shall  be 
deilucteil  from  llie  contractor's  fee  such  losses  and/or  cost  of  sucli  replacement 

4.  Price. — ^The  price  to  be  paid  for  each  vessel  to  be  constructed  and  fur- 
nished, in  accordance  with  the  terms  of  this  contract,  including  the  authorized 
changes  herein,  as  herein  provided,  shall  be  the  actual  cost  i^s  hereinbefore 
defined  plus  the  sum  of  ninety-seven  thousand  five  hundred  dollars  ($97,500), 
payable  as  hereinafter  provided.  Should  the  actual  cost  be  less  than  the  esti- 
mated cost  of  one  million  one  hundred  and  sixty-eight  thousand  dollars 
($1,168,000),  which  may  be  increased  or  decreased  as  hereinafter  provided,  the 
contractor  shall  be  allowed  as  profit  on  each  vessel,  in  addition  to  said  fixed 
sum  for  profit  of  ninety-seven  thousand  five  hundred  dollars  ($97,500),  an 
additional  fee  of  one-half  of  the  difference  between  the  actual  cost,  as  herein- 
before described,  and  the  estimated  base  cost  of  one  million  one  hundred  and 
sixty -eight  thousand  dollars  ($1,168,000),  increased  or  decreased  as  aforesaid. 
Said  additional  fee  due  to  saving  in  cost  shall  be  limited  to  the  sum  of  fifty 
thousand  dollars  ($50,000)  per  vessel.  In  addition  to  said  fixed  sum  for  profit, 
owner  agrees  to  pay  contractor  the  sum  of  one  hundred  and  sixteen  thousand 
dollars  ($116,000)  as  and  for  contractor's  overhead  charges,  rentals,  plant 
depreciation,  and  other  items  which  are  excluded  In  the  definition  of  "  actual 
cost "  hereinbefore  set  forth. 

Said  fixed  sum  for  profit  of  ninety-seven  tliousand  five  hundred  dollars 
($97,500),  and  said  additional  sum  of  one  hundred  and  sixteen  thousand 
dollars  ($116,000),  respectively,  shall  be  paid  as  follows: 

5.  Profits,  wheti  puyahle. — To  tlie  total  amount  of  the  approved  monthly  bills 
of  actual  cost  of  the  vessels  there  shall  be  added  and  paid  eighteen  per  cent 
(18%)  tliereof  as  part  payment  on  account  of  said  profit  and  allowance  for 
said  excluded  items,  such  payments  of  said  eighteen  per  cent  (18%)  to  be 
continued  until  eighty-eight  per  cent  (88%)  of  the  entire  amount  of  said 
fixed  sums  for  profit  and  allowance  for  excluded  Items  shall  have  been  paid 
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to  the  contractor.  Thereafter  further  payments  on  account  of  said  sun 
shall  not  be  required  until  the  vessel  in  respect  of  which  such  sum  shall  be 
payable  shall  have  been  completed,  delivered  to,  and  finally  accepted  by  thfi 
owner.  Such  further  payments  shall  be  subject  to  the  provisions  of  para- 
graphs 9  and  10  of  this  article.  On  the  completion  of  the  respective  vessels 
a  complete  audit  of  the  total  cost  of  said  vessel  or  vessels  shall  be  made,  and 
thereupon  the  balance  of  said  sums  for  profit  and  allowance  for  said  excluded 
items,  determined  as  hereinbefore  provided,  shall  become  due  and  payable 
upon  final  acceptance  of  the  vessel  by  owner. 

6.  Salvage  of  scrap. — All  materials  and  supplies  purchased  for  but  not 
used  in  the  construction  of  the  vessels  herein  contracted  for  shall  be  and 
reluain  the  property  of  the  owner,  and  the  value  thereof  shall  be  and  remain 
the  property  of  the  owner.  The  salvage,  value  of  scrap,  waste  containers,  etc, 
originally  purchased  for  the  vessels,  shall  be  credited  to  the  cost  of  the 
vessels. 

7.  Trials. — Before  conditional  acceptance  of  any  of  the  vessels  by  the 
owner  the  contractor  shall  make  a  dock  trial  of  not  less  than  six  hours'  con- 
tinuous  operation  of  the  vessel's  main  engine  and  auxiliaries  (and  otherwise 
as  provided  for  in  the  specifications),  which  shall  be  to  the  satisfaction  of 
the  owner.  In  the  event  such  trials  shall  be  interrupted,  or  otherwise  not 
completed,  a  new  trial  may  be  had  which  shall  be  not  less  tlmn  six  hours* 
continuous  duration,  as  aforesaid.  At  the  option  of  the  owner,  it  may  require 
a  sea  trial  of  not  less  than  four  hours  for  any  one  or  all  of  the  vessels.  Such 
sea  trial  shall  be  at  deep-load  draft  In  the  event  such  trial  is  satisfactory 
as  to  one  or  more  of  the  vessels,  the  owner  may  waive  Its  option  to  require 
a  trial  at  deep-load  draft  for  any  of  the  other  vessels,  but  may  require  a  sea 
trial  of  the  same  duration  at  a  lesser  draft  and  correspondingly  increased 
speed,  such  speed  to  be  determined  by  the  owner.  The  results  of  all  trials 
must  be  satisfactory  to  the  owner,  and  all  trials  which  are  unsatisfactory  lo 
owner,  by  reason  of  contractor's  error,  negligence,  or  oversight,  shall  be  at 
contractor's  expense,  and  such  expense  shall  be  deducted  from  any  money 
due  to  the  contractor. 

8.  Conditional  acceptance. — When  a  vessel  has  been  completed  in  accord- 
ance with  the  plans  and  specifications  and  any  changes  therein  authorized,  anu 
is  otherwise  satisfactory,  such  vessel  shall  be  taken  over  and  conditionally 
accepted  by  the  owner, 

9.  Defects. — If  at  any  time  with  in  six  months  after  the  aforesaid  condi- 
tional acceptance  of  any  of  the  said  vessels  any  defects  in  the  material  or 
workmanship,  other  than  such  as  are  due  to  fair  wear  and  tear  or  misuse, 
shall  appear,  such  defects  shall  be  corrected  and  repaired,  to  the  satisfac- 
tion of  the  director  general  of  the  owner,  at  a  port  In  the  United  States  and 
at  the  contractor's  expense:  Provided,  That  the  liability  of  the  builder  In 
this  respect  shall  not  extend  beyond  the  actual  replacement  or  remedy  of  such 
defective  parts:  And  provided  further,  That  If  the  vessel  can  not  be  con- 
veniently repaired  at  a  port  In  the  United  States,  the  builder's  liability  shall 
be  limited  to  a  sum  equivalent  to  the  cost  of  supplying  the  material  and 
doing  the  work  In  question  at  a  port  in  the  United  States. 

10.  Final  acceptance. — At  the  exprlatlon  *  of  six  months  from  the  conditional 
acceptance  of  a  vessel  It  shall  be  finally  accepted,  providing  no  defects  shall 
have  api)eared  other  than  those  due  to  fair  wear  and  tear  or  misuse  as  afore- 
said, or  In  case  any  defects  shall  have  appeared,  providing  such  defects  have 
been  remedied  to  the  satisfaction  of  the  owner.  In  either  of  said  events, 
any  balance  of  money  reserved  and  due  the  contractor  under  the  terms  hereof 
shall  be  paid  In  full. 

11.  Inspector's  certificate. — ^No  inspector's  certificate  given  or  pnyment  made 
under  the  terms  of  this  contract  (except  the  final  payment  provided  for  in  sec- 
tion 5  of  this  article)  shall  be  conclusive  evidence  of  the  performance  of  this 
contnu't,  either  in  whole  or  in  part,  and  no  payment  shall  be  construed  to  be 
an  acceptance  of  defective  work  or  improper  materials.  Every  facility  shall 
be  afforded  by  the  contractor  to  the  Inspectors  appointed  by  the  owner.  It 
shall  be  the  right  and  duty  of  such  Inspectors,  either  personally  or  by  deputies, 
to  InsiHJct  all  materials  and  workmanship  entering  Into  the  construction,  and 
to  accept  such  materials  and/or  workmanship  as  are  In  conformity  with  the 
specifications,  and  promptly  to  reject  all  materials  and/or  workmanship  whldi 

*  Expiration  misspelled  In  the  original. 
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do  not  comply  with  the  specicatlons;  such  condenmation,  if  any,  of  materials 
to  be  made  by  such  inspectors  whenever  defects  are  discovered  prior  to  the  final 
acceptance  of  the  vessel  by  the  owner.  Notice  of  rejection  shall  be  In  writing, 
signed  by  an  authorized  representative  of  the  owner. 

12.  Wages  to  be  paid. — It  is  agreed  that  the  wages  paid  sliall  be  those  fixed  by 
the  shipbuilding  labor  adjustment  board  for  the  eighth  district,  effective  as  of 
the  date  of  this  contract  In  the  event  the  adjustment  board  shall  make  any 
geueral  increase  in  the  scale  of  wages,  the  net  increase  in  labor  cost  for  the 
vessels  shall  be  added  to  the  estimated  base  cost  price  except  as  provided  in 
section  14  hereof;  in  the  event  of  any  decrease,  the  said  decrease  shall  be  de- 
ducted  from  the  base  cost  price.  If  Sunday,  holiday,  night,  or  overtime  work  be 
resorted  to,  it  shall  be  without  additional  expense  to  the  owner  unless  specifi- 
cally authorized  by  the  owner  in  advance. 

13.  Protection  for  increased  freight  rates. — ^The  total  increase  in  freight  rates 
over  these  in  force  at  the  date  of  this  contract,  upon  all  material,  machinery, 
and  equipment  used  in  the  vessels  herein  contracted  for,  except  as  provided  in 
section  14  hereof,  shall  also  be  added  to  the  estimate  base  cost. 

14.  Delayed  deliveries — no  protection  on  freight  or  labor. — Should  the  con- 
tractor fail  to  deliver  any  vessel  on  or  before  the  delivery  date  herein  specified 
for  such  vessel,  or  as  extended  under  section  2  of  Article  III  hereof,  the  con* 
tractor  shall  be  required  to  pay  any  increase  in  freight  rates  on  material  and 
equipment  used  in  the  construction  of  such  vessel,  and  also  any  increase  in  the 
<!08t  of  labor  on  such  vessel,  above  the  freight  rates  and/or  scale  of  wages  in 
force  at  the  date  of  this  contract,  during  the  period  of  time  elapsing  between 
the  delivery  date  specified  for  such  vessel,  or  as  extended  under  said  section  2  of 
Article  III,  and  the  date  on  which  such  vessel  is  actually  delivered  and  condi- 
tionally accepted. 

15.  Inspectors  and  auditors, — ^The  owner's  inspectors  or  other  duly  authorized 
representatives  shall  have  full  and  free  access  to  the  works  of  the  contractor 
and  to  all  work  and  materials  on  hand.  The  owner's  auditor  shall  have  the 
right  at  reasonable  and  proper  times  to  Inspect  the  contractor's  accounts,  rec- 
ords, and  original  entries,  vouchers,  and  supporting  papers  in  connection  with 
the  work  carried  on  under  this  contract. 

16.  Insurance. — Subject  to  the  approval  of  the  owner  and  the  exceptions 
hereinafter  expressed,  the  contractor  agrees  to  procure  and  thereafter  maintain 
Insurance  in  companies  satisfactory  to  the  owner,  in  amounts  and  form  to 
-cover  the  full  builder's  risk  upon  the  vessel  or  vessels  to  be  constructed  under 
this  contract,  and,  in  addition  thereto,  Insurance  to  cover  such  other  risk  and 
contingencies  during  such  periods  and  in  such  amounts  as  the  owner  shall  re- 
quire. The  policies  shall  provide  that  the  loss,  if  any,  shall  be  payable  to  the 
owner  and  the  contractor,  as  their  respective  interests  may  appear.  Before 
placing  any  such  insurance  the  contractor  shall  furnish  the  owner  with  com- 
plete information  regarding  the  amounts,  companies,  cost,  and  any  other 
particulars  with  regard  thereto  called  for  by  the  owner,  all  of  which  shall  be 
subject  to  the  owner's  approval.  The  owner  may  assume  and  carry  the  risk. 
In  whole  or  in  part,  in  which  event  the  base  price  shall  be  reduced  by  an  amount 
corresponding  to  the  cost  of  insurance  commensurate  with  the  risk  so  assumed 
and  carried  by  the  owner*  provided  that,  in  such  event,  the  contractor's  in- 
terests shall  be  protected  to  the  same  extent  as  if  it  had  placed  such  insurance 
for  its  own  account.  The  owner  reserves  the  right  to  direct  the  placing  or 
arrangement  of  any  or  all  of  the  insurance  under  this  contract.  Should  any 
one  or  more  of  the  vessels  provided  for  by  this  contract  be  partially  or  totally 
destroyed  by  fire  or  other  casualty  beyond  the  control  of  the  contractor,  no 
additional  vessel  or  vessels  shall  be  built  under  this  contract  to  replace  those 
lost,  unless  required  by  the  owner  In  writing.  If  no  additional  vessels  be 
ordered,  the  owner  shall,  provided  such  loss  was  not  the  result  of  negligence 
on  the  part  of  the  contractor  and  the  contractor  was  not  In  default  here- 
under, pay,  within  sixty  days  after  such  loss  or  destruction,  to  the  contractor 
for  its  profit  on  work  done  on  such  Vessel  up  to  the  time  of  such  loss  or  destruc- 
tion such  sum  as  the  director  general  of  the  owner  may  determine  to  be  fair  and 
Just,  subject  to  arbitration  as  provided  in  Article  VI  hereof. 

III. 

1.  Alterations.^-The  owner  shall  have  the  right,  but  only  by  orders  in  writ- 
ing, to  make  such  reasonable  alterations,  omissions,  additions,  or  substitutions 
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not  materially  affecting  the  general  design  of  the  vessels  as  the  owner  may 
deem  necessary.  The  contractor  agrees  to  accede  to  and  carry  the  same  Into 
effect,  as  though  such  alterations,  omissions,  additions,  or  substitutions  were 
originally  provided  for  in  this  contract.  If  by  reason  thereof,  the  cost  of 
construction  hereunder  shall  be  increased,  then  the  estimated  base  cost  price 
shall  be  increased  accordingly.  If  the  construction  shall  be  rendered  less  ex- 
pensive by  reason  thereof,  the  estimated  base  cost  price  bhall  be  decreased 
.accordingly.  In  case  the  parties  are  unable  to  agree  as  to  the  effect  of  such 
alterations,  omissions,  additions,  and  substitutions  or  the  cost  thereof,  the  dis- 
put  shall  be  determined  as  provided  for  by  Article  VI  hereof. 

2.  Dela/y. — If  the  contractor  be  delayed  or  obstructed  in  the  transaction  or 
completion  of  the  work  provided  for  by  this  contract  by  the  delay,  neglect,  or 
default  of  the  owner,  or  by  reason  of  alterations  or  additions  by  the  owner,  or 
the  commandeering  by  the  United  States  Government  of  materials  on  the 
ground  or  materials  purchased  by  the  contractor  but  not  delivered,  or  by  rea- 
son of  strikes,  fires,  lightning,  earthquake,  flood,  riot,  insurrection  or  war,  or 
by  reason  of  susi)ension  of  deliveries  of  material  or  machinery  for  any  of  the 
causes  above  stated,  or  by  delay  or  failure  of  manufacturers  to  deliver  material 
or  machinery  to  the  contractor,  or  by  reason  of  instructions  given  by  owner 
under  Articles  XI  and  XXI  hereof,  or  by  any  other  cause  beyond  the  reasonable 
control  of  the  contractor,  beyond  the  time  herein  fixed,  the  time  of  delivery 
shall  be  extended  for  a  period  equivalent  to  the  time  lost  by  reason  thereof. 
Provided,  that  no  request  for  extension  of  the  contract  time  shall  be  considered 
unless  the  contractor,  within  thirty  (30)  days  from  the  occurrence  of  an  alleged 
cause  of  delay,  shall  notify  the  director  general  of  the  owner,  in  writing,  of  the 
facts  and  circumstances  in  each  case  and  of  the  extent  to  which  the  contractor 
claims  that  the  completion  of  the  vessel  is  thereby  delayed;  and  provided 
further,  that  the  owner  may,  without  prejudice  to  the  rights  of  the  contractor, 
reserve  its  decision  upon  any  and  all  claims  for  extension  until  the  completion 
of  the  vessel,  the  work  in  the  meantime  not  to  be  discontinued  or  delayed  on 
account*  thereof.  In  the  event  that  the  parties  shall  not  agree  as  to  such  ex- 
tension, such  extension  shall  be  determined  In  accordance  with  Article  VI 
*  hereof. 

IV. 

Forfeiture. — ^The  progress  of  the  work  must  at  all  times  be  satisfactory  to 
the  owner.  Upon  any  failure  or  omission  of  the  contractor  to  make  such 
satisfactory  progress  (unless  caused  by  circumstances  beyond  its  control), 
the  owner  may  declare  this  contract  forfeited.  In  that  event  the  owner  may 
immediately  enter  the  shipyard  and  take  possession  of  it  and  its  facilities 
and  of  the  vessels  and  materials  and  equipment.  The  o\^'ner  shall  thereupon 
cause  to  be  taken  and  filed  with  the  United  States  Shipping  Board  a  full 
and  complete  statement  and  inventory  of  all  work  done  or  begun  on  or  about 
the  vessels  and  of  all  materials  on  hand  applicable  thereto.  The  owner  may 
proceed  with  the  completion  of  the  vessels  whether  at  the  contractor's  ship- 
yard with  its  equipment  and  facilities,  or  elsewhere,  by  contract  or  other- 
wise, and  in  its  discretion  use  for  this  purpose  all  suitable  materials  on 
hand  and  included  In  the  Inventory  and  contractor's  shipyard  and  facilities^ 
or  any  part  thereof:  Provided,  hoiocx>er.  That  if  the  contractor  can  show  T(> 
the  satisfaction  of  the  director  general  of  the  owner  reasonable  Industry 
and  good  faith  In  the  prosecution  of  the  work  hereunder,  and  that  the  delays 
have  been  caused  by  circumstances  over  which  It  had  no  control,  the  con- 
tractor shall  be  allowed  such  opportunity  as  the  director  general  of  the  owner 
may  deem  reasonable  to  complete  the  work. 

V. 

Title. — It  is  agreed  that  title  to  all  vessels,  either  completed  or  under  con- 
struction, shall  be  In  the  United  States  of  America,  and  that  the  title  to 
all  material  for  the  furtherance  of  work  under  this  contract,  however  and 
by  whomsoever. contracted  for  or  assembled  or  set  up  In  the  shipyard  or  used 
in  the  construction  of  the  work  under  this  contract,  shall  be  in  the  o^vne^  at 
all  times.  Nothing  contained  herein,  however,  shall  be  construed  as  a  waiver 
by  the  owner  of  Its  right  to  direct  the  replacement  of  unsatisfactory  work- 
manship and/or  materials  at  the  contractor's  expense. 

Disputes.-^lu  case  the  parties  fall  to  agree  as  to  any  matter  connected 
with  this  contract,  or  any  doubt  or  dispute  arises  as  to  the  meaning  or  effect 
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of  this  contract  or  of  the  drawings  and  specifications  which  are  a  part  hereof, 
or  as  to  the  manner  of  doing  the  work  provided  for  hereunder,  or  as  to  ma- 
terials used  or  the  time  to  be  allowed  or  the  amounts  to  be  paid  or  allowed 
for  alterations,  omissions,  additions,  or  substitutions,  or  as  to  any  other  par- 
ticular, the  matter  shall  be  promptly  referred  to  and  determined  by  the 
director  general  of  the  owner,  and  his  decision  shall  be  final  and  binding  upon 
the  parties. 

In  case,  after  delivery  of  a  completed  vessel  to  the  owner  under  this  con- 
tract (but  only  in  that  event),  the  contractor  shall  deem  that  it  is  aggrieved 
by  any  decision  of  the  director  general  rendered  before  or  after  delivery  as 
to  any  disputed  matter  hereunder  of  any  kind,  and  shall  give  notice  in  writ- 
ing to  the  owner  to  that  effect  within  sixty  (60)  days  after  delivery  or  after 
final  payment  by  the  owner,  such  matter  shall  be  determined  by  a  board 
which  shall  consist  of  three  naval  architects  or  engineers,  or  other  experts  to 
be  appointed,  one  by  the  owner,  one  by  the  contractor,  and  the  third  arbitrator 
"^shall  within  ten  (10)  days  be  selected  by  the  two  arbitrators  first  chosen, 
and  if  they  can  not  agree  on  such  third  arbitrator,  then  the  latter  shall  be 
named  by  the  classification  society  under  which  the  vessels  are  being  con- 
structed. Such  board  shall,  within  thirty  (30)  days  after  submission  of 
such  matter  to  it,  make  its  determination  and  its  findings  (made  by  a  majority 
of  the  board)  shall  be  conclusive  and  binding  on  both  parties, 

VII. 

Time  of  essence. — It  is  agreed  by  both  parties  that  time  is  of  the  essence  of 
this  contract.  The  contractor  shall  commence  and  carry  through  to  completion 
the  work  under  this  contract  with  all  possible  dispatch,  shall  give  precedence 
in  its  plant  or  plants  to  the  work  hereunder,  subject  only  to  the  prior  rights, 
if  any,  of  a  department  of  the  United  States  of  America,  and  will  not  enter 
into  any  other  contract  or  undertake  any  other  work  or  service  which  will 
interfere  in  any  material  manner  with  the  completion  of  the  work  undertaken 
hereunder. 

VIII. 

Liens  and  taxes, — The  contractor  agrees  to  deliver  the  vessels  to  the  owner 
free  and  clear  of  any  lien  or  encumbrance.  The  contractor  further  agrees  upon 
the  delivery  of  each  vessel  to  deliver  to  the  owner  all  papers  and  documents 
necessary  and/or  convenient  to  confer  upon  the  owner  a  full  and  unencumbered' 
title  to  such  vessels,  Including  classification  certificates  as  herein  provided  and 
such  other  certificates  and  documents  as  may  be  necessary  or  required  by  law, 
together  w^lth  a  full  release  by  the  contractor  to  the  owner  waiving  all  further 
claims  or  demands  of  any  nature,  except  any  claim  or  demand  In  regard  and 
to  the  extent  to  which  the  provisions  of  Article  VI  have  been  and/or  are  in- 
voked. When  a  payment  is  to  be  made  hereunder  the  owner  may  require  evi- 
dence satisfactory  to  it  to  be  furnished  showing  what  obligations  for  labor  and 
materials,  supplies,  or  equipment  used  or  to  be  used  in  the  construction  of  the 
vessels  hereunder  are  unpaid,  and  the  owner  may,  at  Its  option,  out  of  any 
amount  not  paid  to  the  contractor  hereunder,  withhold  such  amount  as  may 
be  necessary  to  satisfy  such  obligations,  or  with  the  consent  of  the  contractor 
satisfy  the  same.  In  the  event  of  the  filing  or  attaching  of  any  Hen  or  encum- 
brance (whether  valid  or  Invalid)  against  any  of  the  vessels  before  the  final 
payment  the  owner  may  at  its  option,  out  of  any  amounts  not  paid  to  the  con- 
tractor  hereunder,  withhold  such  amount  as  may  be  necessary  to  satisfy  such 
lien  or  encumbrance,  or  may  satisfy  or  remove  the  same.  The  owner  will  not 
exercise  its  option  to  satisfy  or  remove  any  lien  or  encumbrance  if  the  con- 
tractor desires  to  contest  It,  provided  that  the  contractor  will  immediately  take 
such  steps  as,  in  the  judgment  of  the  owner,  will  prevent  such  lien  or  encum- 
brance from  delaying  the  construction  or  delivery  of  tlie  vessels  hereunder, 
and  will  indemnify  and  save  the  owner  harmless  from  any  cost,  charges,  or 
damages  incurred  by  reason  of  the  contesting  of  such  lien.  It  Is  hereby  fur- 
ther stipulated  and  agreed  by  the  contractor  for  itself  and  on  its  own  account 
and  for  and  on  account  of  all  persons,  firms,  associations,  and  corporations  fur- 
nishing labor  and  materials  for  said  vessels  that  this  contract  is  upon  the  ex- 
press condition  that  no  lien  or  rights  In  rem  of  any  kind  shall  He  or  attach  upon 
or  against  any  of  said  vessels,  or  their  machinery,  fittings,  or  equipment,  or  the 
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materials  therefor  or  any  part  thereof,  or  for  or  on  account  of  any  work  done 
upon  or  about  said  vessels,  machinery,  fittings,  equipment,  or  materials,  or  of 
any  materials  furnished  therefor  or  In  connection  therewith,  nor  for  or  on 
account  of  any  other  cause  or  things,  or  of  any  claim  or  demand  of  any  kind, 
except  the  claims  of  the  owner. 

The  contractor  agrees  to  pay  all  Income  taxes,  excess-profit  taxes,  and  all 
State,  corporate,  or  Federal  franchise  or  income  taxes  which  may  be  assessed 
or  assessable  on  account  of  this  contract.  None  of  said  taxes  shall  be  Included 
in  arriving  at  the  actual  cost  of  any  of  said  vessels. 

IX. 

Claims  and  patents. — ^The  contractor  shall  be  responsible  for  all  claims,  If 
any,  made  against  the  owner  for  all  infringements  of  patents  or  patent  riglits 
and  for  the  use  of  all  patented  articles,  and  shall  defend  and  save  harmless 
and  indemnity  the  owner  against  all  such  claims  and  from  all  costs,  expenses, 
and  damages  which  the  owner  may  be  obliged  to  pay  by  reason  of  any  sncb 
infringement  of  patents  or  patent  rights  or  of  the  use  of  patented  articles,  pro- 
vided that  the  owner  will  in  all  Instances  notify  the  contractor  of  any  claims 
made  against  it  by  reason  of  any  such  infringement  or  use  of  patented  articles 
at  the  time  when  such  claim  is  made,  and  will  promptly  notify  the  contractor 
of  any  suit  or  suits  brought  against  it  therefor  and  give  the  contractor  an 
opportunity  to  defend  the  same;  and  provided,  that  no  payment  shall  be 
made  by  the  owner  unless  with  the  consent  of  the  contractor  or  pursuant  to  a 
decree  of  a  proper  court*  in  such  litigation.  Where  the  owner  specifically  orders 
the  use  of  the  patent  or  patented  article,  whether  or  not  the  existence  of  the 
patent  Is  known  to  the  parties  hereto,  the  owner  will  hold  the  contractor  harm- 
less from  any  exi>ense,  loss,  or  damage  arising  from  a  claim  of  the  infringe- 
ment or  use  of  such  patent  or  patented  article,  except  where  the  contractor's 
contract  plan  and/or  specifications  provide  for  such  use,  and  provided  that 
the  contractor  notifies  the  owner  as  soon  as  such  a  claim  is  made  and  obeys 
the  Instruction  of  the  owner  in  connection  therewith. 


iMbor, — ^This  contract  is  executed  and  delivered  upon  the  understanding  that, 
if  desired  by  the  United  States  Shipping  Board  Emergency  Fleet  CJorporation, 
a  provision,  satisfactory  in  form  and  terms  to  the  United  States  Shipping  B<mrd 
Emergency  Fleet  Corporation,  restricting  the  hours  of  labor  of  laborers  and 
mechanics  employed  by  the  contractor  or  subcontractors  and/or  providing  for 
tlie  payment  of  extra  compensation  for  overtime  work  will  be  inserted  In  the 
contract,  with  the  same  force  and  effect  as  if  inserted  in  the  contract  before 
the  execution  and  delivery  thereof.  If  such  instruction  shall  result  in  an  in- 
crease in  labor  cost  over  the  prevailing  cost  rate,  then  the  amount  of  sudi 
Increase  shall  be  added  to  the  estimated  base  cost  price,  and  if  said  amount 
can  not  be  agreed  upon  by  the  parties  it  shall  be  determined  as  provided  in 
Article  VI  hereof. 

XI 

Not  assignable. — ^TBis  contract  may  not  be  assigned,  either  in  whole  or  in 
part,  by  the  contractor  without  the  consent  of  the  owner,  in  writing,  provided, 
however,  that  nothing  in  this  contract  shall  be  construed  as  pr<^ibitlng  the 
assignment  of  payments  due  or  to  become  due  to  the  contractor  for  the  pur- 
pose of  obtaining  credit  for  furthering  the  construction  hereby  undertaken, 
but  the  owner  may,  by  writing,  make  such  prohibition. 

In  order  to  effectuate  the  provisions  of  Articles  IV  and  V  the  contractor 
agrees  that  every  contract  made  by  it  for  the  furnishing  to  it  of  parts,  mate- 
rials, supplies,  machinery,  and  equipment,  or  for  the  use  thereof,  for  the  con- 
struction work  hereunder  shall  be  promptly  assigned  to  the  owner. 

XII. 

Members  of  Congress  not  to  benefit. — ^No  Member  of  or  Delegate  to  CJongress 
nor  Resident  Commissioner  is  or  shall  be  admitted  to  any  share  or  jiart  of 
this  contract  or  to  any  benefit  that  may  arise  therefrom,  but  this  article  shall 
not  apply  to  any  contract  within  the  operation  or  exception  of  section  116  of 
the  act  of  Congress  approved  March  4.  1909  (35  Stats.,  1109). 
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XIII. 

Insolvency  of  contractor. — ^Should  the  contractor  become  Insolvent,  make  an 
assignment,  or  commit  any  act  of  bankrutpcy,  tlie  owner  may,  and  is  hereby, 
empowered  forthwith  to  enter,  take  possession  of  and  complete  the  work  with- 
out giving  any  notice  thereof  to  the  contractors. 

XIV. 

Laborer's  and  material  nien*s  bonds. — ^The  contractor  agrees  to  procure  and 
keep  in  force  in  some  company  or  companies  approved  by  the  owner  bond  or 
bonds  for  the  protection  of  claims  and/or  liens  of  laborers  and/or  material 
men  as  may  be  required  by  the  laws  of  the  United  States  or  of  any  State. 

XV. 

Additional  plant  protection. — ^In  addition  to  the  precautions  that  have  hereto- 
fore been  taken  by  the  contractor  for  the  guarding  and  protection  of  its  plant 
and  of  the  work  being  carried  on  therein,  the  contractor  shall  provide  such 
additional  watchmen,  guards,  and  devices  for  the  protection  of  its  plant  ana 
property  of  the  work  in  progress  for  the  owner  against  Are,  espionage,  and 
acts  of  war,  and  any  damage  or  delay  that  might  result  therefrom,  as  may  be 
required  by  the  owner,  and  the  contractor  further  agrees  to  promptly  comply 
with  all  instructions  given  It  by  the  owner  in  regard  to  the  management  and 
conduct  of  its  fire  protection,  watching  and  guarding  systems,  any  saving  in 
insurance  by  reason  thereof  to  accrue  to  the  contractor.  Or  the  owner,  at  its 
option,  may  furnish  and  install  siich  devices,  in  which  event  the  owner  shall 
receive  the  benefit  of  any  reduction  in  insurance  as  a  result  thereof.  Should 
the  owner  Install  such  devices  and  fixtures,  although  affixed  to  the  realty,  they 
shall  be  and  remain  the  owner's  property,  with  the  right  to  remove  the  same 
upon  the  termination  of  this  contract.  The  contractor  shall  have  the  right  to 
purchase  such  fixtures  and  Improvements  upon  the  completion  of  the  contract 
on  the  basis  of  cost  to  the  owner,  less  the  amount  received  by  the  owner  by  way 
of  reductions  in  premiums  and  less  a  reasonable  allowance  for  depreciation,  if 
any.  If  the  price  can  not  be  agreed  upon,  it  shall  be  determined  by  arbitrators 
appointed  in  the  manner  provided  for  in  Article  VI.  In  the  event  the  owner 
installs  the  fixtures  or  improvements  or  pays  the  cost  thereof,  the  contractor 
agrees  that  it  will  execute  such  chattel  mortgage,  bill  of  sale,  or  other  Instru- 
ment which  may  be  recorded  for  the  purpose  of  protecting  the  owner's  right  and 
title  in  and  to  the  property  so  furnished  or  paid  for  by  it. 

XVI. 

Permits. — ^The  contractor  agrees  to  comply  with  all  laws,  rules,  regulations, 
and  requirements  of  the  departments  of  the  United  States  affecting  the  con- 
struction of  works,  plants,  and  vessels  in  or  on  navigable  waters  and  the  shores 
thereof  and  all  other  waters  subject  to  the  control  of  the  United  States  and  to 
procure  all  permits  from  the  United  States,  State,  and  local  authorities  which 
may  be  necessary  to  begin  and  carry  on  to  completion  the  work  hereunder  and 
at  all  times  to  comply  with  all  United  States,  State,  and  local  laws  in  any  way 
affecting  the  work  carried  on  under  this  contract 

XVII. 

Contractor's  organization. — The  contractor  has  furnished  to  the  owner  a  list 
of  its  officers  and  directors  who  are  to  manage  its  affairs,  as  well  as  a  list  of  its 
stockholders.  As  an  inducement  to  the  owner  to  enter  into  this  agreement  it  is 
further  agreed  that  there  shall  be  no  sale  or  transfer  of  the  majority  interest  in 
Its  stock  ownership  during  the  performance  of  this  contract,  unless  and  until 
the  written  assent  of  the  owner  has  been  first  obtained. 

XVIII. 

Cancellation. — ^The  progress  of  the  work  shall  be  at  all  times  satisfactory  to 
the  owner.  Should  the  progress  of  the  work  not  be  satisfactory  to  the  owner, 
then  the  owner  may,  upon  thirty  (30)  days'  written  notice  to  the  contractor, 
cancel  this  contract  as  to  further  performance  thereof.  Thereupon  the  con- 
tractor shall  complete  only  such  vessels,  or  parts  of  vessels,  as  the  ovmer  shall 
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direct  In  writing.    The  cancellation  shall  not  affect  the  terms  of  the  contract 
as  to  vessels  completed  or  directed  to  be  completed. 

The  contractor  shall  be  reimbursed  for  losses  sustained  by  such  cancellation. 
In  computing  such  losses,  there  shall  be  included  for  each  vessel  under  con- 
struction a  proportionate  part  of  the  estimated  profit  on  a  completed  vessel 
Such  proportionate  part  shall  not  exceed  the  percentage  which  the  cost  of  the 
vessel  under  construction  bears  to  the  cost  of  a  completed  vessel.  In  computing 
profit  or  cost  the  average  actual  experience  of  the  contractor  on  vessels  con- 
structed for  the  owner  shall  be  taken  as  the  basis  of  the  computation.  In  com- 
puting such  losses  the  following  shall  not  be  included:  (a)  Profits  on  vessels 
contracted  for  the  keels  of  which  have  not  been  laid;  (&)  profits  that  the  con- 
tractor might  have  earned  in  other  transactions. 

If  the  parties  can  not  agree  upon  the  amount  of  the  loss  it  shall  be  determined 
on  the  above  basis  and  by  arbitrators  chosen  as  provided  in  Article  VI  hereot 
and  the  decision  of  a  majority  of  the  arbitrators  shall  be  conclusive  and  bind- 
ing upon  the  parties  hereto. 

XIX. 

Warranty  regardmg  commisHona. — ^The  contractor  expressly  warrants  that 
it  has  employed  no  third  persons  to  solicit  or  obtain  this  contract  in  its  behalf 
or  to  cause  or  procure  the  same  to  be  obtained  upon  compensation  in  any  way 
contingent,  in  whole  or  in  part,  upon  such  procurement ;  and  that  it  has  not  paid, 
or  promise<l  or  agreed  to  pay,  to  any  third  persons  in  consideration  of  such 
procurement  or  in  compensation  for  services  in  connection  therewith,  any 
brokerage,  commission,  or  percentage  upon  the  amount  receivable  by  it  here- 
under, and  that  it  has  not,  in  estimating  the  contract  price  demanded  by  it, 
included  any  sum  by  reason  of  any  such  brokerage,  commission,  or  percentage, 
and  that  all  moneys  payable  to  it  hereunder  are  free  from  obligation  to  any 
other  persons  for  services  rendered  or  supposed  to  have  been  rendered  in  the 
procurement  of  this  contract. 

It  further  agrees  that  any  breach  of  this  warranty  shall  constitute  adequate 
cause  for  the  annulment  of  this  contract  by  the  owner,  and  that  the  owner  may 
retain  to  its  own  use  from  any  sums  due  or  to  become  due  thereunder  an  amount 
equal  to  any  brokerage  commission  or  percentage  so  paid  or  agreed  to  be  paid. 

XX. 

Manner  and  priority  of  obtaining  materials  and  equipment. — It  is  recognized, 
in  view  of  war  conditions,  that  It  may  become  necessary  for  the  United  States 
to  exercise  complete  control  over  the  manner  and  priority  in  which  materials, 
supplies,  and  equipment  necessary  for  the  work  hereunder  are  obtained  by,  or 
furnished  to,  the  contractor.  It  Is  agreed  between  the  parties  hereto  that  If 
required  by  the  owner  and/or  the  United  States,  the  contractor  will  promptly 
submit  to  the  owner  and/or  the  United  States  a  classified  schedule  of  the  Con- 
tractor's requirements  for  all  materials,  supplies,  and  equipment  to  be  used 
under  this  contract,  and  copies  of  any  or  all  contracts,  agreements,  or  orders 
for  such  materials,  supplies,  or  equipment,  and  the  contractor  hereby  agrees  that 
it  will  promptly  comply  with,  and  be  bound  by,  any  and  all  Instructions  issued 
by  the  owner  and/or  the  United  States  with  respect  to  such  contracts,  agree- 
ments, or  orders  for  materials,  supplies,  and  equipment. 

XXI. 

Checks. — Payments  hereunder  shall  he  made  by  the  owner  by  check  addressed 
to  the  contractor  by  mall  at  Tacoma,  Washington. 

In  witness  whereof  the  parties  hereto  have  caused  this  contract  to  be  signed 
by  their  respective  officers  and  their  corporate  seals  to  be  hereunto  affixed, 
duly  attested,  on  the  day  above  stated. 

ToDD  Dry  Dock  and  Tonstkuction  Corpobation, 
[seal.]  By  J.  A.  ^IiLNE,  Vice  President. 

Attest : 

Carl  R.  Riedel,  Asst.  Secretary. 
Countersigned : 

William  H.  Todd,  Director, 

United  States  Shipping  Board 

Emergency  F^ebt  Corporation, 
[seal.]    '  By  Howard  Coonley,   Vice  President, 

Attest : 

Stephen  Bourne,  Secretary. 
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The  Chairman.  The  base  cost  being  placed  at  $1,168,000  and  a 
fixed  fee  of  $97,000  peF  vessel,  also  certain  items  of  cost,  such  as 
plant,  depreciation,  rentals,  some  overhead  charges,  and  other  items 
disallowed,  in  the  definition  of  actual  cost  attached  to  the  contract, 
these  being  merged  in  the  fixed  lump  simi  of  vessel,  of  $116,000.  That 
is  in  addition  to  the  fixed  fee  of  $97,000? 

Mr.  Deanb.  Yes,  sir. 

The  Chairman.  Is  that  in  lieu  of  any  bonus ! 

Mr.  Deane.  I  think  there  is  no  bonus  attached  to  that  contract. 

The  Chairman.  The  next. 

Mr.  Deane.  Contract  dated  June  24,  1919,  between  the  Fleet  Cor- 
poration and  W.  A.  Magee  for  the  purchase  of  5,000,000  feet  of 
salvage  lumber. 

TMs  agreement  entered  Into  this  24th  day  of  June,  1919,  by  and  between  the 
United  States  Shipping  Board  Emergency  Fleet  Corporation,  a  corporation  or- 
ganized under  the  laws  of  the  District  of  Columbia,  representing  the  United 
States  of  America,  party  of  the  first  part,  and  W,  A.  Magee,  of  Seattle,  Wash., 
party  of  the  second  part. 

Wltnesseth :  The  party  of  the  first  part  hereby  agrees  to  seU  to  the  party  of 
the  second  part  and  the  party  of  the  second  part  agrees  to  buy  all,  except  as  here- 
inafter limited,  of  the  fir  lumber  now  owned  by  the  party  of  the  first  part,  that 
Is  now  located  in  the  following-named  shipbuilding  yards  In  the  State  of  Wash- 
ington, to  wit:  Tacoma  Shipbuilding  Co.,  Tacoma,  Wash.;  Nilson  &  Kelez, 
Seattle,  Wash. ;  Sanderson  &  Porter,  Raymond,  Wash.,  on  the  terms  and  condi- 
tions hereinafter  set  forth. 

It  is  estimated  that  there  is  approximately  5,000,000  feet  of  said  lumber  and 
the  purchase  price  to  be  paid  therefor  by  the  party  of  the  second  part  is  $17.50 
per  1,000  feet  b.  m.  The  party  of  the  second  part  Is  to  purchase  all  fir  lumber 
belonging  to  the  party  of  the  first  part  in  the  3  yards  above  mentioned,  that 
will  grade  No.  1  common  and  better.  Said  lumber  is  to  be  graded,  inspected,  and 
tallied  by  representatives  of  the  Pacific  Lumber  Inspection  Bureau,  who  will 
represent  the  party  of  the  first  part,  and  the  decision  of  any  such  inspectors  as 
to  grade  and  tally  shall  be  final  and  binding  on  both  parties  hereto.  Said  in- 
^)ectors,  in  tallying  and  grading  said  lumber,  shall  be  governed  by  the  foUow- 
Jng  rules: 

*'A11  molded  or  manufactured  timbers  for  wooden  type  of  boat  shall  be  meas- 
ured when  considered  for  sale  for  any  commercial  purposes,  as  foUows : 

"Timber  scarfed  or  shaped  to  any  pattern  shall  be  squared  to  the  next 
smaller  size  in  even  inches;  lengths  shall  be  in  multiples  of  2  feet,  and  10  feet 
and  longer,  except  frame  timbers,  which  shall  be  6  feet  and  longer.  Deviation  of 
grain  shall  not  exceed  10  per  cent" 

The  party  of  the  second  part  specifically  agrees  that  none  of  the  lumber  pur- 
cliased  by  him  under  this  agreement  shall  be  used  by  him  in  the  construction 
of  any  hulls  or  vessels  now  under  contract  with  the  party  of  the  first  part  and 
he  further  agrees  that  he  will  not  sell  or  dispose  of  any  of  said  lumber  to  per- 
sons, firms,  or  corporations  who  intend  to  or  will  use  any  of  said  lumber  in 
constructing  any  hulls  or  vessels  now  under  contract  with  the  party  of  the  first 

part. 

It  is  further  agreed  that  if  any  of  the  above-mentioned  shipyards  desire  to 
use  any  small  part  of  the  lumber  now  in  their  yards  for  finishing  up  any  vessel 
or  vessels  that  they  now  have  under  contract,  that  they  will  be  permitted  to 
take  such  lumber,  and  the  lumber  so  taken  by  them  shall  not  be  considered  as 
coming  within  the  terms  of  this  agreement 

The  party  of  the  second  part  agrees  to  commence  the  removal  of  the  lumber 
from  the  shipyards  above  mentioned  on  or  before  July  1,  1919,  and  to  remove 
at  least  500,000  feet  b.  m.,  or  better,  each  week,  beginning  with  said  July  1,  and 
all  the  lumber  in  all  of  the  shipyards  above  mentioned  is  to  be  removed  and 
paid  for  by  the  party  of  the  second  part  within  four  months  from  July  1,  1919. 
Upon  any  lumber  being  removed  by  the  party  of  the  second  part,  the  party 
of  the  first  part  will  render  to  the  party  of  the  second  part  an  invoice  of  said 
lumber,  with  a  copy  of  the  Pacific  Lumber  Inspection  Bureau's  certificate  at- 
tached thereto,  and  the  party  of  the  second  part  agrees  to  pay  said  invoice  10 
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days  after  date  thereon.  If  the  party  of  the  second  part,  In  any  one  weelE,  does 
not  remove  500,000  feet  b.  m.  of  lumber,  or  better,  the  party  of  the  first  part 
shall  have  the  right  to  Invoice  the  party  of  the  second  part  f6r  the  difference 
between  the  number  of  feet  actually  taken  and  500,000  feet,  and  the  party  of 
the  second  part  agrees  to  pay  said  Invoice  10  days  after  date  thereon. 

The  party  of  the  second  pa'rt  Is  to  bear  the  entire  expense  in  removing  all  of 
said  lumber.  The  cost  of  Inspecting  the  lumber  shall  be  borne  by  the  party  of 
the  first  part. 

Before  this  contract  shall  become  effective,  the  party  of  the  second  part 
agrees  to  give  to  the  party  of  the  first  ptirt  such  bond,  obligation,  or  other 
security  as  shall  meet  the  approval  of  the  party  of  the  first  part,  conditioned 
upon  and  guaranteeing  the  faithful  performance  of  this  contract  on  his  part 
It  is  specifically  agreed  that  the  title  to  said  lumber  shall  be  and  remain 
in  the  party  of  the  first  part  until  paid  for  as  provided  for  herein. 

In  witness  whereof  the  party  of  the  first  part  has  caused  this  instrument 
to* be  executed  by  its  district  supply  and  sales  manager,  and  the  party  of  the 
second  part  has  hereunto  set  his  hand  and  seal,  the  day  and  year  first  above 
written. 

UNrrED  States  Shipping  Boasd 

Emebgenct  Fleet  Cobfosation, 
By  O.  O.  Yoakum, 

District  Supply^  and  Sales  Manager. 
[SEAL.]  W.  A.  Maoee, 

Party  of  the  Second  Part. 

Approved  as  to  form  June  20,  1919. 

H.  B.  Beckett,  Legal  Division. 

The  Chairman.  The  lumber  being  located  m  yards  of  the  Tacoma 
Shipbuilding  Co.,  Nilson  &  Kelez,  Sanderson  &  Babare,  price  being 
paid  $17.50  per  thousand  feet,  and  the  party  of  the  second  partr— 
that  is  Mr.  Magee  in  this  contract? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Agreeing  that  none  of  the  lumber  shall  be  used 
by  him  in  the  consitruction  of  any  hulls  or  vessels  now  under  con- 
tract and  agreeing  that  he  will  not  sell  or  dispose  of  any  of  said 
lumber  to  persons  or  firms  or  corporations  who  intend  to  or  will  use 
any  lumber  in  constructing  any  hulls  or  vessels  now  under  contract 
with  the  Fleet  Corporation.  Do  you  know  whether  or  not  any  of  the 
lumber  has  been  removed  ? 

Mr.  Deane.  About  two  and  a  half  million  feet  have  been  removed. 

The  Chairman.  Under  the  contract  he  is  given  four  months  from 
July  1  to  remove  it.    You  think  about  half  of  it  has  been  removed! 

Mr.  Deane.  Yes ;  about  two  and  a  half  million  feet.  I  understand 
the  lumber  from  Sanderson  &  Babare  has  been  removed. 

The  Chairman.  Mr.  Magee  bears  the  expense  of  removal.  Do  you 
know  where  he  is  moving  the  lumber  to  ? 

Mr.  Deane.  The  majority  of  the  lumber  is  going  to  the  Grays 
Harbor  Motorship  Corporation.  , 

The  Chairman.  Ana  that  corporation  has  contracts  with  the  Fleet 
Corporation  for  construction  of  hulls  and  installation? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Have  you  another  exhibit? 

Mr.  Deane.  Copy  of  contract  dated  the  27th  day  of  June«  1919, 
for  the  sale  of  approximately  one-half  million  feet  of  lumber  to 
the  Winslow  Marine  &  Shipbuilding  Co. 

The  Chairman.  Have  you  copies  of  these? 

Mr.  Deane.  Yes,  sir. 
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This  agreement,  entered  into  this  27th  day  of  June,  1019,  by  and  between 
the  United  States  Shipping  Board  Emergency  Fleet  Corporation,  a  corporation 
organized  under  the  laws  of  the  District  of  Columbia,  representing  the  United 
States  of  America,  party  of  the  first  part,  and  Winslow  Marine  Railway  & 
Shipbuilding  Co.,  a  Washington  corporation,  part  of  the  second  part. 

Witnesseth :  The  party  of  the  first  part  hereby  agrees  to  sell  to  the  party  of 
the  second  part  and  the  party  of  the  second  part  agrees  to  buy  all,  except  as 
hereinafter  limited,  of  the  fir  lumber  now  owned  by  the  party  of  the  first  part, 
that  is  now  located  in  the  following-named  shipbuilding  yardS  in  the  State  of 
Washington,  to-wit :  Elliott  Bay  Shipbuilding  Co.,  Seattle,  Wash. ;  Babare  Bros., 
Tacoma,  Wash.,  on  the  terms  and  conditions  hereinafter  set  forth. 

It  is  estimated  that  there  is  approximately  500,000  feet  of  stdd  lumber  and 
the  purchase  price  to  be  paid  therefor  by  the  party  of  the  second  part,  is  $17.50 
per  thousand  feet  b.  m.  The  party  of  the  second  part  is  to  purchase  all  fir 
lumber  belonging  to  the  party  of  the  first  part  in  the  two  yards  above  men- 
tioned that  will  grade  No.  1  common  and  better.  Said  lumber  is  to  be  graded, 
inspected,  and  tallied  by  representatives  of  the  Pacific  Lumber  Inspection  Bu- 
reau, who  will  represent  the  party  of  the  first  part,  and  the  decision  of  any 
such  inspectors  as  to  grade  and  tally  shall  be  final  and  binding  on  both  parties 
hereto.  Said  inspectors,  in  tallying  and  grading  said  lumber,  shall  be  governed 
by  the  following  rules: 

"All  molded  or  manufactured  timbers  for  wooden  type  of  boat  shall  be 
measured  when  considered  for  sale  for  any  commercial  purposes,  as  follows : 

"Timber  scarfed  or  shaped  to  any  pattern  shall  be  squared  to  the  next 
smaller  size  in  even  inches ;  lengths  shall  be  in.  multiples  of  2  feet,  and  10  feet, 
and  longer,  except  frame  timbers,  which  shall  be  6  feet  and  longer.  Deviation 
of  grain  shall  not  exceed  10  per  cent" 

The  party  of  the  second  part  specifically  agrees  that  none  of  the  lumber  pur- 
chased by  it  under  this  agreement  shall  be  used  by  it  in  the  construction  of  any 
hulls  or  vessels  now  under  contract  with  the  party  of  the  first  part,  and  it  further 
agrees  that  it  will  not  sell  or  dispose  of  any  of  said  lumber  to  persons,  firms,  or 
corporations  who  intend  to  or  will  use  any  of  said  lumber  In  constructing  any 
hulls  or  vessels  now  under  contract  with  the  party  of  the  first  part. 

It  is  further  agreed  that  if  any  of  the  above-mentioned  shipyards  desire  to 
use  any  small  part  of  the  lumber  now  in  their  yards  for  finishing  up  any  ves- 
sel or  vessels  that  they  now  have  under  contract,  that  they  will  be  permitted 
to  take  such  lumber,  and  the  lumber  so  taken  by  them  shall  not  be  considered 
as  coming  within  the  terms  of  this  agreement. 

The  party  of  the  second  part  agrees  to  commence  the  removal  of  the  lumber 
from  the  shipyards  above  mentIone<l  on  or  before  July  1,  1919.  and  to  remove 
at  least  50,000  feet  b.  m.,  or  better,  each  week,  beginning  with  said  July  1, 
and  all  the  lumber  in  all  of  the  shipyards  above  mentioned  is  to  be  removed 
and  paid  for  by  the  party  of  the  second  part  within  four  months  from  July  1, 
1919. 

Upon  any  lumber  being  removed  by  the  party  of  the  second  part,  the  party  of 
the  first  part  will  render  to  the  party  of  the  second  part  an  invoice  of  said 
lumber,  with  a  copy  of  the  Pacific  Lumber  Inspection  Bureau's  certificate  at- 
tached thereto,  and  the  party  of  the  second  part  agrees  to  pay  said  invoices 
10  days  after  date  thereof.  If  the  party  of  the  second  part,  in  any  one  week, 
does  not  remove  50,000  feet  b.  ra.  of  lumber,  or  better,  the  party  of  the  first  part 
shall  have  the  right  to  invoice  the  party  of  the  second  part  for  the  difference 
between  the  number  of  feet  actually  taken  and  50,000  feet,  and  the  party  of 
the  second  part  agrees  to  pay  said  Invoice  10  days  after  date  thereof. 

The  party  of  the  second  part  is  to  bear  the  entire  expense  In  removing  all  of 
said  lumber.  The  cost  of  inspecting  the  lumber  shall  be  borne  by  the  party  of 
the  first  part. 

Before  this  contract  shall  become  effective  the  party  of  the  second  part  agrees 
to  give  to  the  party  of  the  first  part  such  bond,  obligation,  or  other  security  as 
shall  meet  the  approval  of  the  party  of  the  first  part,  conditioned  upon  and 
guaranteeing  the  faithful  performance  of  this  contract  on  its  part. 

It  is  specifically  agreed  that  the  title  to  said  lumber  shall  be  and  remain  In 
the  party  of  the  first  part  until  paid  for,  as  provided  for  herein. 

In  witness  whereof  the  party  of  the  first  part  has  caused  this  instrument  to 
be  executed  by  its  district  supply  and  sales  manager,  and  the  party  of  the  second 
pert  has  caused  this  instrument  to  be  executed  in  Its  corporate  name  and  Its 
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corporate  seal  to  be  hereunto  affixed  by  its  duly  authorized  officers  the  day  and 
year  first  above  written. 

United  States  Shipping  Boabd 

Emergency  Fleet  Corporation, 
By  C.  O.  Yoakum, 

District  Supply  and  Sales  Manager, 
Wilson  Marine  Railway  &  SHipsuiLDiifG  Ca, 
ByW.  A.  Magee, 

Vice  President  and  General  Manager, 
Attest : 

J.  A.  Maitland,  Secretary, 

The  Chairman.  Signed  on  behalf  of  the  Winslow  Marine  &  Ship- 
building Co.  by  W.  A.  Magee,  vice  president  and  general  manager, 
who  was  formerly  the  district  manager  at  this  office? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Now,  this  lumber  is  being  taken  from  the  Elliott 
Bay  Shipbuilding  Co.,  Seattle,  Wash.,  and  Babare  Bros.,  Taeoma, 
Wash.,  both  of  which  concerns  had  contracts  with  the  Fleet  Corpora- 
tion? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  referring  to  the  previous  contract,  have  the 
other  5,000,000  feet  that  is  being  taken  from  yards  which  have  con- 
tracts with  the  Fleet  Corporation  ? 

Mr.  Deane.  Yes. 

The  Chairman.  This  lumber  is  being  sold  at  the  same  price— 
$17.50  per  thousand  feet,  board  measure? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  "  B.  M."  means  board  measure? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  this  is  to  be  removed  within  four  months. 
Can  you  say  how  much  of  this  5,000,000  feet  has  been  removed? 

Mr.  Deane.  No,  sir ;  I  can't. 

The  Chairman.  Do  you  know  how  much  this  lumber  cost  when  it 
was  originally  purchased? 

Mr.  Deane.  No;  I  doA't. 

The  Chairman.  It  was  not  paid  for  by  the  Fleet  Corporation,  as 
you  understand  it  ? 

Mr.  Deane.  It  will  be  eventually  paid  for  by  the  Fleet  Corpora- 
tion in  cancellations  with  the  builders  who  originally  purchased  it 
from  the  mills. 

The  Chairman.  Now,  do  you  know  whether  any  of  this  lumber 
under  either  of  these  contracts  is  lumber  that  has  been  rejected? 

Mr.  Deane.  I  could  not  say.  That  contract  provides  that  the 
Pacific  Lumber  Inspection  Bureau  was  inspecting  and  grading  the 
lumber,  and  their  grade  inspection  shall  be  binding  on  both  parties. 

The  Chairman.  Shall  grade  No.  1  common  and  better? 

Mr.  Deane.  Yes. 

The  Chairman.  What  grade  of  lumber  is  that? 

Mr.  Deane.  I  am  not  enough  of  a  lumberman  to  tell  you. 

The  Chairman.  You  do  not  know  whether  that  is  the  quality  of 
lumber  that  is  being  used  in  the  construction  of  ships? 

Mr.  Deane.  Yes ;  I  think  it  is. 

The  Chairman.  This  has  the  same  clause  in  it  that  it  shall  Aot  be 
used  in  the  construction  of  hulls  or  vessels  now  under  contract  with 
the  Fleet  Corporation  and  that  he  will  not  sell  or  dispose  of  it  to 
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persons,  firms,  or  corporations  who  intend  to  or  will  use  any  in  con- 
structing any  hulls  or  vessels  under  contract  with  the  Fleet  Corpora- 
tion. 

Mr.  Deane.  Yes. 

The  Chairman.  Do  you  know  where  this  lumbcjr  is  being  taken  to? 

Mr.  Deane-  I  do  not  know  that  any  of  it  has  been  removed  yet. 

The  Chairman.  You  do  not  know  that  it  has  been  removed  ? 

Mr.  Deane.  No  ;  I  do  not. 

The  Chairman.  The  cost  of  inspection  is  borne  by  the  Fleet  Cor- 
poration under  the  contract? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  And  that  clause  is  also  in  the  prior  contract  for  the 
lumber  taken  from  the  Tacoma,  Nilson  &  Kelez,  Sanderson,  and 
Babare  yards? 

Mr.  Deane.  Copy  of  contract  dated  August  22,  1917,  between  the 
United  States  Shipping  Board  and  the  Seattle  Construction  &  Dry 
Dock  Co.  for  repairs  on  certain  vessels. 

( Received  August  22,  1917,  J.  F.  B. ) 

Contract  of  two  parts,  made  and  concluded  this  19th  day  of  May,  1917,  by 
and  between 

The  United  States,  represented  by  the  Unit^l  States  Shipping  Board,  party 
of  the  first  part  (hereinafter  called  the  board),  and  Seattle  Construction  & 
Dry  Dock  Co.,  a  corporation  organizeci  under  the  laws  of  the  State  of  New 
Jersey,  representefl  by  its  president,  party  of  the  second  part  (hereinafter 
called  the  contractor) : 

Whereas  certain  urgent  emergency  repairs  to  the  main  engines,  boiler  fittings 
and  mountings,  auxiliary  machinery,  and  certain  hull  fittings  have  been  found 
necessary  to  refit  certain  merchant  vessels  to  wit,  Red  Jacket,  Loongnwon, 
and   Columbia,  Boston. 

Now,  therefore,  this  contract  witnesseth,  that  in  consideration  of  the 
premises  and  for  and  in  consideration  of  the  payments  to  be  made  as  herein- 
after provided,  the  contractor  hereby  covenants  and  agrees  to  and  with  the 
board  as  follows: 

First.  The  Government  will,  at  its  own  risk  and  expense,  deliver  the  vessels 
alongside  the  pier  of  the  contractor,  or  at  some  other  agreed  place. 

Second.  The  contractor  will,  at  its  own  risk  and  expense,  use  all  reasonable 
diligence  to  furnish  all  necessary  material,  including  drawings,  patterns,  cast- 
ings, forglngs,  and  labor,  and  to  do  all  work  of  making  new  machinery,  parts, 
boiler  mountings,  and  fittings,  parts  for  auxiliary  machinery,,  including  spare 
parts,  and  miscellaneous  hull  fittings,  within  the  capacity  of  the  contractor's 
plant,  and  to  be  completed  to  the  satisfaction  of  the  Board  of  Inspection  and 
Survey  hereinafter  called  the  surveyor. 

Third.  All  materials  shall  be,  as  nearly  as  market  conditions  permit,  the 
same  as  those  from  which  the  original  part  was  made,  having  due  regard  to 
the  fact  that  the  vessels  were  originally  foreign  built.  All  workmanship  shall 
be  first  class  and  the  parts  shall  be  so  machined  as  to  accurately  fit  existing 
standing  parts,  or  left  for  a  final  machine  cut  as  directed. 

The  board's  surveyors  or  their  representatives,  shall  have  full  access  to  all 
parts  of  the  works  and  shall  be  furnished  by  the  contractor  with  every 
facility  and  assistance  for  the  performance  of  their  duties,  and  they  shall  have 
the  pow^er  to  reject  peremptorily  any  unfit  material  or  workmanship. 

Fourth.  Written  Instructions  and  orders  for  the  work  required  shall  be 
furnished  the  contractor,  and  the  work  on  each  part  or  fitting  shall  be  begun 
Immediately  on  receipt  of  instructions  and  shall  be  prosecuted  with  the  utmost 
vigor  and  dispatch,  and  without  interruption  for  any  cause  within  the  control 
of  the  contractor. 

Fifth.  Owing  to  the  urgent  need  for  the  early  completion  of  all  work  the 
contractor  may  engage  with  other  reliable  firms,  with  the  consent  of  the 
surveyors,  to  make  or  machine  such  parts  as  will  Insure  the  more  rapid  com- 
pletion of  the  work  as  a  whole,  and  at  the  same  time  distribute  the  burden  so 
as  to  lessen  the  interruption  of  work  on  other  naval  or  private  vessels  building 
or  repairing  at  the  contractor's  works. 
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Sixth.  Furthermore,  the  contractors  agree.  If  required,  to  render  such  assist- 
ance as  may  be  required  in  connection  with  the  opening  up,  breaking  down, 
reassembling,  reinstalling,  and  testing  out  titie  main  engines,  boilers,  auxiliary 
machinery  and  hull  fittings. 

Seventh.  No  person  undergoing  sentence  of  imprisonment  at  hard  labor  shall 
be  employed  in  the  performance  of  this  contract 

Eighth.  This  contract  is  and  shall  be  subject,  in  all  respects,  to  the  pro- 
visions of  sections  3739  and  3740  of  the  Revised  Statutes  of  the  United  States 
and  all  acts  amendatory  thereof  or  supplementary  thereto  . 

Ninth.  Work  in  excess  of  eight  hours  per  diem  may  be  resorted  to  in  accord- 
ance with  the  provisions  contained  in  the  naval  appropriation  act  of  March 
4,  1917,  as  follows: 

"  That  in  case  of  national  emergency  the  President  is  authorized  to  sui^pend 
provisions  of  law  prohibiting  more  than  eight  hours  labor  in  any  one  day  of 
persons  engaged  upon  work  covered  by  contracts  with  the  United  States:  Pro- 
vided further,  That  the  wages  of  persons  employed  upon  such  contracts  shall 
be  computed  on  a  basic  day  rate  of  eight  hours'  work,  with  overtime  rates  to 
be  paid  for  at  not  less  than  time  and  one-half  for  all  work  in  excess  of  ^ght 
hours ;" 

whenever  and  to  the  extent  that  the  provisions  of  law  referred  to  In  the  section 
above  quoted  shall  be  suspended  (witii  respect  to  the  work  provided  for  herein) 
by  the  President,  under  the  authority  conferred  by  said  section. 

Tenth.  The  contractor  will  regard  and  hold  as  confidential  all  informatioD, 
papers,  and  data  concerning  the  work  under  this  contract  and  will  use  due 
diligence  and  take  reasonable  precautions  to  prevent  the  acquirement  by  an 
unauthorized  person  or  persons  of  any  such  information,  papers,  and  data. 

Eleventh.  All  matters  of  dispute  or  misunderstanding  relative  to  the  contract 
shall  be  referred  to  the  board  for  determination,  and  Its  decision  shall  be  con- 
clusive and  binding  on  the  parties  to  this  contract 

Twelfth.  Tbe  board  promises  and  agrees  to  pay  the  contractor  for  work  done 
as  herein  agreed,  the  following: 

(a)  Direct  charges  for  labor  plus  50  per  cent  thereof. 

( & )  Direct  material  charges  plus  10  per  cent  thereof. 

(c)  Machine  tool  charges  at  the  rates  herein  set  forth,  to  include  the  wage 
of  the  machine  tool  operator  where  stated. 

id)  Ten  per  cent  of  the  sum  of  (a),  (&),  and  (c). 

(e)  If  any  item  of  work  required  by  the  department  necessitates  the  use  of 
dry  dock,  marine  railway,  or  marine  derrick  the  board  will  pay  for  the  same 
the  prevailing  rates. 

Machine  tool  rates — #/iop  tools — rate  per  hour. 

Air  compressor,  without  operator $1.00 

Bending  press,  without  operator 1.50 

Bending  furnace,  without  operator 2.50 

Boring  mill.  Including  operator 1.75 

Bolt  cutter,  Including  operator .80 

Portable-boring  bar,  without  operator 1.75 

Countersink  machine,  without  operator 1. 00 

Air  chipper,  without  operator .50 

Air  drill,  without  operator .50 

Radial  drill,  90  cents,  including  operator 1.50 

Shop  engine,  without  operator .50 

Small  furnace,  without  operator 1.00 

Large  blacksmith  forge,  including  blacksmith  and  two  helpers 2.00 

Small  blacksmith  forge.  Including  blacksmith  and  1  helper 1. 50 

Forge,   small 1.50 

Forge,  large 2. 00 

Joiner,  including  operator .90 

Small  lathe.  Including  operator .80 

Medium  lathe,  Inlcudlng  operator 1.15 

I^rge  lathe  $1.75,  Including  operator . 3.50 

Pipe  cutter,  including  operator .80 

Small  planer,  including  operator -. .80 

Medium  planer,  including  operator 1.15 

Large  planer  $2,  including  operator 8. 50 
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I*attern-shop  tools,  without  operator : • |0. 90 

launch,  without  operator 1. 00 

I*late  planer,  without  operator 1. 50 

JRolIs,  without  operator 2. 50 

ILiarge  rolls,  without  operator 5.00 

Air  riveter,  without  operator -. .  50 

Air  scaler,  without  operator .  50 

Steam  hammer,  without  operator 1. 00 

Slotter,  Including  operator 1. 00 

Shears,  without  operator . 1. 00 

Shop  engine,  without  operator .  50 

Shop  motors,  without  operator .  50 

Acetylene  and  oxygen  for  burners  to  be  charged  at  current  rate. 

Thirteenth.  For  the  purpose  of  this  contract  direct  labor,  direct  material, 
and  Indirect  expenses  shall  be  considered  to  cover  the  following : 

Direct  labor,  where  referred  to  in  this  contract,  is  Intended  to  cover  only  such 
labor  as  is  expended  directly  in  the  work  on  the  vessel  and  in  the  contractor's 
plant  in  the  production  of  the  elements  of  the  vessel  and  its  outfit,  except 
where  otherwise  specifically  provided.  Further,  no  labor  shall  be  charged 
directly  on  this  contract  unless  similar  labor  is  charged  directly  to  other  work 
in  progress  in  the  contractor's  yard.  The  labor  Involved  in  the  care  and  manu- 
facture of  tools  and  equipment  required  in  connection  with  the  work  on  the 
vessel  shall  not  be  charged  as  direct  labor,  nor  shall  the  time  of  the  super- 
vising clerks,  stenographers,  storekeepers,  estimators,  and  calculators  be  so 
charged,  where  such  employees  are  engaged  in  the  office  or  In  the  shops  on 
work  similar  to  that  which  must  be  regularly  performed  on  all  contracts. 
Kates  of  pay  shall  not  be  paid  to  employees  charged  direct  to  work  under  this 
contract  in  excess  of  rates  paid  for  the  same  class  of  work  being  carried  on 
In  the  contractor's  plant  under  other  contracts. 

Direct  material  shall  include  only  such  materials  as  are  Incorporated  per- 
manently into  the  vessel,  and  scrap  for  same,  and  shall  not  be  interpreted  as 
including  any  materials,  ttwls,  -or  equipment  which,  while  required  in  con- 
nection with  the  work  on  the  vessel,  do  not  form  an  integral  part  of  it  when 
completed,  except  In  such  cases  as  are  specifically  provided  for.  Such  ma- 
terials, tools,  service  bolts,  oil,  grease,  waste,  sandpaper,  files,  small  tools, 
dies,  pickling  acid,  template  stock,  etc.,  shall  not  be  Included  as  direct  materials. 

The  labor  and  material  expended  In  the  manufacture  of  patterns  requiretl 
for  the  vessel  will  be  charged  direct.  Standard  patterns  and  those  of  general 
use  for  other  work  will  not  be  charged  direct.  Insurance  required  on  the  ves- 
sel shall  be  considered  as  direct  material. 

Materials  charged  as  direct  materials  but  found  to  be  in  excess  of  the 
requirements,  or  for  other  reasons  not  incorporated  into  the  vessel,  shall  re- 
main the  property  of  the  Government.  Materials  of  such  character  as  to  be 
available  for  other  work,  if  purchased  in  excess  of  the  requirements,  are  to 
be  credited  to  the  Government  at  purchase  price.  The  cost  of  freight  on 
materials  other  than  those  carried  in  stock  will  be  considered  as  part  of  the 
direct  material  cost.  It  is  assumed  that  freight  charges  are  already  added 
to  material  stock  account ;  if  not,  freight  charges  may  be  added. 

Indirect  expense  or  overhead  of  50  per  cent  on  labor  is  intended  to  cover, 
among  other  things,  light,  heat  and  power,  the  operation,  repairing  and  care 
of  machinery,  and  machinery  tools ;  cleaning,  care,  and  repair  of  shops ;  salaries 
and  wages  of  superintendents,  clerks,  timekeepers,  inspectors,  storekeepers; 
fixed  charges.  Including  Interest  on  mortgages,  bonds,  taxes,  and  insurance, 
repairs  to  buildings,  wharves,  and  equipment;  general  expense,  including 
traveling,  advertising,  office  rents,  legal  service,  general  office  expense;  wages 
of  janitors  and  messengers;  salaries  of  executive  officers  and  assistants,  de- 
preciation, etc. 

Indirect  expense  or  overhead  of  10  per  cent  on  materials  is  intended  to 
cover,  among  other  things,  cost  of  receiving,  handling,  and  storing  materials, 
the  losses  due  to  deterioration  and  waste,  cost  of  purchasing,  Interest  on 
money  expended  for  materials,  etc. 

1.  Payments  shall  be  made  by  the  board  in  monthly  installments  as  the  work 
progresses  on  detailed  expenditure  statements  submitted  by  the  contractor, 
subject  to  approval  thereof  by  the  surveyors. 

2.  All  accounts  and  records  of  the  contractor  shall  be  open  at  all  times  to  the 
^  board  and  its  representatives,  and  such  statements  and  returns  relative  to  the 

expenditures  shall  be  made  as  are  directed  by  the  surveyors. 
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3.  Payments  will  be  made  on  bills  In  quadruplicate  certified  by  the  surveyors 
in  such  manner  as  shall  be  directed  by  the  board,  whose  final  approval  of  all  bills 
thus  certified  shall  be  necessary  before  payment  thereof. 

4.  All  warrants  for  payments  under  this  contract  shall  be  made  payable  to  the 
contractor. 

5.  No  payment  shall  be  made  under  this  contract,  excepting  for  work  actually 
done  on  the  said  merchant  vessels  prior  to  such  payment,  or  for  supplies,  mate- 
rials or  equipment  paid  for  by  the  contractor  and  delivered  in  the  promises  of 
the  contractor ;  or  for  work  done  on  such  supplies,  materials,  or  equipment  which 
have  been  so  paid  for  and  delivered,  and  to  which  the  United  States  has  obtained 
title.  The  title  to  such  supplies,  material,  or  equipment  shall  vest  in  the  United 
States  when  paid  for  by  the  board.  When  payment  Is  to  be  made  under  this 
contract,  a  condition  precedent  thereto,  the  board  may  at  Its  discretion  require 
evidence  satisfactory  to  it  to  be  furnished  by  the  contractor,  showing  what.  If 
any,  liens  in  rem  of  any  kind  against  materials  already  incorporated  in  the 
vessel  concerned  or  on  hand  for  use  in  the  work  have  been  or  can  be  acquired 
for  or  on  account  of  any  work  done  or  any  material  furnished ;  but  it  is  hereby 
further  stipulated,  covenanted,  and  agreed  by  the  contractor  for  itself  and  on  its 
own  account  and  for  and  on  account  of  all  persons,  firms,  associations,  and  cot- 
porations  furnishing  labor  and  materials  for  said  work,  and  this  contract  is  on 
the  express  conditions  that  no  lien  or  right  in  rem  of  any  kind  shall  lie  or  attach 
upon  or  against  said  materials  or  any  part  thereof  for  or  on  account  of  any 
work  done  on  or  about  said  vessels,  or  materials,  or  of  any  materials,  furnished 
tor  or  in  connection  with  work  under  this  contract,  nor  for  or  on  account  of 
any  other  cause  or  thing  or  of  any  claim  or  demand  of  any  kind,  except  the  claim 
of  the  board. 

6.  This  contract  shall  be  terminated  only  on  90  days'  notice  of  either  party,, 
except  that  such  notice  can  not  be  given,  or  the  contract  terminated  in  time  of 
war  or  of  national  emergency. 

In  witness  whereof  the  respective  parties  have  caused  this  agreement  to  be 
executd  in  quadruplicate  by  their  duly  authorized  representatives  the  day  and 
year  first  above  written. 

[SEAL.]  Seattle  CJonstbuction  &  Dby  Dock  Co., 

C.  W.  WiTJTX',  President 
United  States  Shipping  Boabd,   " 
By  John  F.  Blaine, 

Special  Agent. 
Signed  and  sealed  in  the  presence  of : 
H.  W.  Kent. 
C.  H.  Hamilton. 

State  of  Washington, 

County  of  King,  as.: 

On  the  28th  day  of  August  in  the  year  1917,  before  me  personally  came  C.  W. 
Wiley,  to  me  known,  who,  being  by  me  duly  sworn,  did  depose  and  say  that 
he  resided  in  Seattle;  that  he  is  the  president  of  the  Seattle  Construction  & 
Dry  Dock  Co. ;  the  corporation  described  in  and  which  executed  the  above  instru- 
ment ;  that  he  knew  the  seal  of  said  corporation ;  that  the  seal  affixed  to  said 
instrument  was  such  corporate  seal ;  that  it  was  so  affixed  by  authority  of  the 
board  of  directors  of  said  corporation,  and  that  he  signed  his  name  thereto  by 
like  authority'. 

[seal.]  G.  B.  Fulton, 

Notary  Public  in  and  for  the  State  of 

Wa8?iington,  residing  at  Seattle. 

The  Chairman.  Reciting  that  whereas  certain  urgent  emergency 
repairs  to  the  main  engines,  boiler,  fittings,  and  mountings  of  auxil- 
iary machinery  and  certain  hull  fittings  have  been  found  necessary 
to  refit  certain  merchant  vessels  and  rig  them.  Red  Jack^  New  Moon^ 
Coluvibia^  and  Boston,  Is  this  Boston  the  naval  ship  that  was  re- 
fitted for  merchant  service? 

Mr.  Deane.  I  believe  so.  Letter  from  district  auditor  to  myself, 
dated  August  29,  relative  to  the  amount  of  repairs  on  the  S.  S.  Boston, 
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Sni^TTLE,  Wash.,  August  29,  1919. 
Memorandum : 

Mr.  6.  P.  Deane, 

District  Comptroller. 
Repairs  on  the  S.  S.  Boston: 

1.  Agreeable  with  your  request,  I  have  compiled  figures  relative  to  the  cost 
of  repairs  to  the  S.  S.- Boston  by  the  Seattle  Construction  &  Dry  Dock  Co. 
during  the  period  from  July,  1917,  to  January,  1918.  These  figures  are  not 
taken  from  our  books  of  account,  but  are  compiled  from  whatever  memoranda 
I  have  been  able  to  find  in  our  files,  and  can  not  be  considered  complete. 

2.  This  work  was  authorized  by  the  Division  of  Operations  and  bills  were 
paid  from  Washington  and  receipts  for  the  sale  of  salvage  wer^  sent  to  the 
United  States  Shipping  Board  there.  The  cost  of  repairs  to  the  Boston,  as  per 
vouchers  submitted  to  the  United  States  Shipping  Board  at  Washington,  is 
$524,684.76.  This  ofiice  did  not  handle  the  receipts  for  salvage  and  is  unable 
to  state  the  amount. 

P.  H.   GXJBGLY, 

District  Auditor, 

The  Chairman.  Stating  that  the  cost  of  repairs  to  the  Boston^  as 
per  voucher  submitted  to  the  United  States  Shipping  Boardj  at 
Washington,  was  $524,684.76.  This  office  did  not  handle  the  receipts 
for  salvage  and  is  unable  to  state  the  amount.  The  original  cost  of 
the  repairs — original  estimate  of  the  repairs — ^was  some  $130,000,  as 
you  recall  it? 

Mr.  Deane.  I  do  not  know.    That  was  before  my  time. 

(Statement  of  stockholders  of  Grant  Smith  Ship  Co.:) 

GBANT  SMITH-PORTEB  SHIP  CO.,  ABERDEEN,   WASH. 

Officers:  Grant  Smith,  president;  E.  V.  Hauser,  vice  president  and  general 
manager;  Andrew  H.  Porter,  second  vice  president;  H.  H.  Hunt,  secretary; 
James  P.  Kerr,  assistant  secretary;  W.  P.  Barrett,  assistant  secretary;  Frank 
F.  Bailey,  assistant  secretary;  H.  H.  Hunt,  treasurer;  and  J.  V.  Campbell, 
assistant  treasurer. 

Directors:  Grant  Smith,  Andrew  R.  Porter,  E.  V.  Hauser,  W.  P.  Barrett,  and 
James  P.  Kerr. 

Stockholders:  E.  V.  Hauser,  1,666  shares;  Andrew  R.  Porter,  1,665  shares; 
H.  H."  Hunt,  1,665  shares;  Grant  Smith,  1  share;  James  P.  Kerr,  1  share; 
Charles  E.  McCullough,  1  share ;  and  W.  P.  Barrett,  1  share. 

Total  capitalization,  5,000  shares,  par  value  $100  each.  Authorized  capitaliza- 
tion, $500,000. 

The  Chairman.  Who  would  handle  the  salvage  receipts  on  the 
steamship  Boston? 

Mr.  Deane,  I  think  Mr.  Hamilton  probably  handled  those,  if  any- 
body in  this  district  did  handle  them.  Those  accounts  did  not  go 
through  our  books  at  all ;  our  auditors  checked  t)ie  labor  and  mate- 
ria], but  the  vouchers  were  forwarded  to  the  United  States  Shipping 
Board  and  not  to  the  Fleet  Corporation  for  payment,  so  that  we 
merely  acted  the  same  as  a  forwarding  agent  more  than  anything  else. 

The  Chairman.  Those  vouchers  went  to  the  Shipping  Soard 
direct  ? 

Mr.  Deane.  Yes. 

The  Chairman.  You  made  pencil  correction  on  this  sheet  showing 
the  par  value  $1,000  each  instead  of  $100. 

Mr.  Deane.  No  ;  $100  each  instead  of  $1,000. 

The  Chairman.  $100  each  instead  of  $1,000? 

Mr.  Deane.  Yes. 

The  Chairman.  Total  capitalization,  5,000  shares,  at  $100  each. 
There  is  a  capitalization  of  $600,000. 
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Mr.  KzLLBY.  What  yard  is  that? 

The  Chairman.  Grant  Smith-Porter  yard,  at  Aberdeen. 
Mr.  Dbane.  Their  head  office  is  Portland.    Bonuses  paid  for  early 
delivery  on  steel  and  wood  ships. 

United  States  Shipfino  Boasd,  Ei£KB6bnoy  Fleet  CJoBPORikTiDN,  Dismcr  Na  & 

Bonuses  paid  for  early  delivery  of  steel  ships. 

Skinner  &  Eddy  Corporation: 

No.  83  Seattle $1, 900 

No.  85  Ganoga 23,  TOO 

No.  86  Osalneke ^ 24,000 

No.  87  West  Alsek 25. 000 

No.  88  West  Apaum 25,000 

No.  1175  West  Durfee 59, 000 

No.  1170  West  Lianga 71,000 

No.  1177  West  Cohas 04, 000 

No.  1178  West  Bkonk 00, 200 

No.  1179  West  Gambo - 75, 000 

No.  1180  West  Gotomska 75. 000 

No.  1181  West  Hobomac 75,000 

No.  1182  West  Hoskla 75,000 

No.  1183  West  Humhaw 75, 000 

No.  1184  West  Lashaway 75,000 

No.  1185  West  Loquassuch 75,000 

No.  1186  West  Madaket 75,000 

No.  1187  West  Mahomet 75, 000 

No.  1188  West  Maxlmus 75,000 

No.  1731  Kdenton 95,600 

No.  ir32  Edgecombe 92, 400 

No.  1733  Edgefield 99, 600 

No.  1734  EdgehlU 87, 600 

No.  1735  Edgemont 85. 200 

No.  1736  Edgemoor , 50,000 

No.  1737  Edgewood 50.000 

No.  1738  Edisto 60,  OOO 

No.  1739  Edmore 50, 000 

No.  1740  City  of  Spokane 60,000 

No.  1925  West  Cressey 61,200 

No.  1926  West  Elcajon 66, 800 

No.  1927  West  Elcasco 66,400 

No.  1928  West  Eldora 65, 600 


Total 2, 064, 000 

Wood  ship  bonuses  for  early  delivery, 

Gravs  Harbor  Motorshlp  Corporation   (contract  No.  148  W.  H.  and 
No.  4G8  W.  H. )  ; 

Hull   No.  55 112,900 

Hiill  No.  56 3,600 

Hull  No.  57 5.100 

Hull   No.  58 4,500 

Hull  No.  098 9,600 

Hull  No.  999 15.000 

Hull  No.   1000 11,400 

Hull  No.  1001 8,700 

Hull  No.   1059 12,900 

Hull  No.   1060 L 10,500 

Hull   No.   1061 4, 500 

Hull  No.   1062 1,800 

Hull   No.  1895 2.400 

Hull  No.  1896 20,000 


Total    122, 900 
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Seaborn  Shipyards  C5o.  (contract  No.  76  W.  H.  and  No.  328  W.  H.) : 

HuU  No.  473 $1,  600 

Hull  No.  474 5,  000 

HuU  No.  475 3, 200 

Hull  No.  476 1, 600 

Hull  No.  477 1, 400 

.  Hull  No.  478 5, 600 

Hull  No.  479 4, 600 

Hull  No.  480 8, 200 

^— M^— •— ^^^-BM« 

Total .    20, 000 

Grand  total ^ 142, 900 

The  Chairman.  Showing  a  payment  to  Skinner  &  Eddy  of  $2,064,- 
000,  with  the  ships  enumerated  and  the  amount  paid.  To  the  Grays 
Harbor  Motorship  Corporation,  payments  $122,900,  with  the  hulls 
showing  by  nunu)er  and  the  amounts  paid.  Seaborn  Shipyards, 
$20,000,  the  hulls  being  designated  by  number  and  the  amounts  paid. 
The  total — I  think  the  grand  total  is  incorrect.  It  does  not  carry 
over  the  amount  on  the  first  page  apparently.  That  is  the  grand  total 
of  the  second  page? 

Mr.  Deane.  Yes ;  that  is  all  it  is. 
.    Mr.  FosTEB.  Did  I  understand,  Mr.  Chairman,  bonuses  for  Skinner 
&  Eddy  was  over  two  million? 

The  Chairman.  $2,064,000. 

Mr.  Deane.  Making  a  grand  total  of  $2,206,900. 

The  Chairman.  Now,  I  understand  this  includes  all  the  bonuses 
paid  those  yards  thus  far  for  early  delivery  in  this  district? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  The  largest  sum  upon  any  one  ship  which  was 
paid  being  upon  the  Edgefield  (1733),  $99,600,  to  the  Skinner  & 
Eddy  Corporation,  if  this  is  a  correct  statement. 

Mr.  Deane.  That  is  right. 

The-  Chairman.  What  other  information  have  you  ? 

Mr.  Deane.  Statement  of  material  sold  to  W.  A.  Magee  for  ship- 
ment to  Aberdeen,  Wash.  Statement  of  miscellaneous  material  sold 
to  Grays  Harbor  Motorship  Corporation,  Aberdeen. 

Statement  of  miscellaneous  material  sold  to  W.  A.  Magee  for  shipment  to 

Aberdeen  J  Wash. 

4  winches,  at  $630,  Hanford  Street  warehouse $2,  520. 00 

2  cars  treenails,  at  $80  to  $110  M,  Hanford  Street  warehouse 3,  572. 78 

4  anchor  windlasses,  at  $2,856  each,  St.  Johns,  Oreg 11, 424. 00 

3  hand  steering  gears,  at  $396,  Pacific  Marine,  Portland 1, 188. 00 

1  hand  steering  gear,  at  $396,  Allen  Shipyards  Co 396. 00 

Total 19, 100. 78 

Statement  of  miscellaneous  material  sold  to  Grays  Harbor  Motorship  Corpora^ 

tion,  Aberdeen f  Wash. 

98  gallons  linseed  oil,  at  $2.35  gallon,  Aberdeen $230.30 

104  gallons  linseed  oil,  at  $2.35  gallon,  Aberdeen 244. 40 

2  12-inch  ship  knees,  at  75  cents  per  inch,  Aberdeen 18. 00 

12  14-inch  ship  knees,  at  75  cents  per  inch,  Aberdeen 126. 00 

1  16-inch  ship  knee,  at  85  cents  per  inch,  Aberdeen 13. 60 

3  14-inch  ship  knees,  at  75  cents  per  inch,  Aberdeen 31. 50 

6  12-inch  ship  knees,  at  75  cents  per  Inch,  Aberdeen 45. 00 

6  10-lnch  ship  knees,  at  75  cents  per  inch,  Aberdeen 45. 00 

Total 758. 80 

177068— 20— FT  1 40 
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The  Chairman.  Now,  the  material  sold  to  Mr.  Magee  for  ship- 
ment to  Aberdeen  totals  $19,100.78,  and  this  came  from  the  Hanford 
Street  warehouse.  Pacific  Marine,  Portland,  Allen  Shipyards,  and 
St.  Johns,  Oreg.    Who  is  that? 

Mr.  Dbanb.  That  will  be  the  Grant  Smith-Porter  Ship  C!o.,  of 
Oregon. 

The  Chairman.  And  this  material  shall  be  had  at  those  yards 
and  sold  to  Mr.  Magee  ? 

Mr.  Dbane.  Yes,  sir. 

The  Chairman.  And  this  material  sold  to  the  Grays  Harbor 
Motorship  Corporation,  Aberdeen,  Wash.,  amounted  to  $763.80,  con- 
sisting of  linseed  oil  and  ship  knees,  was  material  that  was  at  Aber- 
deen and  sold  to  that  corporation? 

Mr.  Dbanb.  I  could' not  say  exactly  where  that  was. 

The  Chairman.  It  says  "  Aberdeen ''  right  aftep  each  item. 

Mr.  Dbanb.  That  is  wnat  it  must  have  been  then. 

The  Chairi£an.  That  they  had  in  that  yard  and  then  sold  to  the 
Gravs 

Mr.  Dbanb.  It  might  have  been  in  their  yard,  and  it  might  have 
been  in  the  yard  of  Grant  Smith. 

The  Chairman.  In  either  of  those  yards,  and  sold  to  Grays  Har- 
bor. 

Mr.  Dbanb.  Yes. 

The  Chairman.  What  other  information  is  it  that  we  have  asked 
for? 

Mr.  Dbanb.  Copies  of  correspondence  between  the  district  audi- 
tor and  district  manager  regardmg  audit  of  extras  on  wooden  ships. 

Seattle,  Wash.,  April  2,  1919. 
Capt  W.  A.  Magee, 

District  Manager: 

I  am  in  receipt  of  two  vouchers  from  the  Seaborn  Shipyards  CJo.  in  the  sunw 
of  $38,509.96  and  $38,284.80,  covering  construction  changes  and  additions  to 
hulls  Nos.  477  and  479,  respectively.  We  have  In  the  past  paid  Seaborn  Ship- 
yards Co.  Items  for  changes,  extras,  and  alterations  In  the  construction  of  these 
hulls.  Will  you  please  state  whether  or  not  these  vouchers  as  presented  are 
to  be  exclusive  of  the  Items  already  paid  and  to  cover  all  extras  and  alterations 
to  hulls,  or  whether  they  are  in  addition  to  those  previously  passed  and  paid. 

G.  P.  Deans, 

Diatrict  AudUor. 


April  8,  1919. 
Construction  extras — wood  shipyards. 

Mr.  G.  P.  Deane, 

District  Auditor: 

Replying  to  your  memorandum  of  the  2d,  with  reference  to  Seaborn  Ship- 
yards construction  extras,  the  amounts  of  $38,509.96  and  $38,284.30,  covering 
hulls  Nos.  477  and  479,  respectively,  are  to  cover  construction  extras,  and  it  te 
my  understanding  that  none  of  these  items  have  been  paid  previously. 

W.  A.  Maqee, 
0  District  Manager, 
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Seattle,  Wash.,  AprU  5,  1919, 

CJonstmctlon  extras:  Babare  Bros.,  Seaborn   Shipyards  CJo.,  Nllson  &  Kelez 
Shipbuilding  Corporation,  all  other  wood  yards. 

Capt.  W.  A.  Mageb, 

District  Manager. 

Referring  further  to  my  memorandum  of  yesterday  regarding  vouchers  for 
construction  extras,  Seaborn  Shipyards  Co.,  and  your  reply  of  to-day,  I  am  now 
In  receipt  of  further  vouchers  with  approved  Forms  No.  159  attached,  covering 
certain  hulls  of  the  contractors  named  above. 

The  only  audit  that  it  Is  possible  for  us  to  make  of  this  class  of  vouchers  is 
to  verify  the  fact  that  no^myments  have  heretofore  been  made  on  the  authority 
of  any  of  the  estimates  attached  to  the  vouchers.  This  we  have  done.  It  la 
not  possible  for  us  to  determine  whether  any  of  the  work  named  In  the  approved 
estimates  has  been  previously  included  in  vouchers  submitted  in  some  other 
manner  and  approved  by  your  office.  Acting  on  the  understanding  that  this 
has  already  been  done  by  the  construction  division,  I  am  certifying  to  the  cot-s 
rectness  of  these  vouchers  with  the  approved  estimates  attached  thereto  and 
am  passing  same  to  the  disbursing  officer  for  payment. 

If  this  procedure  does  not  meet  with  your  approval,  will  you  please  notify 
this  office  promptly? 

G.  P.  Deane, 

District  Auditor. 


Apbil  3,  •1919. 

Construction  extras — Wood  shipyards. 

Mr.  G.  P.  Deane, 

District  Auditor: 

Answering  your  memorandum  of  this  date  with  reference  to  construction 
extras  for  different  shipyards,  Fdrm  159,  It  is  not  expected  that  these  extras  can 
be  audited  from  any  records  that  the  contractors  may  have,  for  the  reason  that 
no  such  records  were  kept,  but  the  estimates  have  been  submitted  by  the  con- 
tractors, and  carefully  checked  by  the  Construction  Division. 

As  you  state,  the  only  audit  that  it  is  possible  for  you  to  make  on  this  class 
of  vouchers  Is  to  verify  the  fact  that  no  payments  have  heretofore  been  made 
on  the  authority  of  the  estimates  attached  to  the  vouchers. 

It  Is  my  understanding  that  this  is  all  that  is  required. 

After  these  extras  have  been  checked  and  agreed  upon  by  our  technical  men, 
as  well  as  the  contractors,  Form  No.  28  provides  that  the  contractor  certified 
that  the  account  is  true  and  correct  and  that  payment  therefor  has  not  been 
received. 

This  question  has  been  taken  up  with  the  home  office,  and  they  have  approved 
the  procedure  that  Is  being  followed  out  In  the  settlement  of  these  claims  for 
extras. 

W.  A.  Magee,  District  Manager. 

The  Chairman.  That  is  to  say,  letters  passing  between  you  and 
Mr.  Magee  in  April  of  this  year,  with  reference  to  extras  upon  hulls 
at  the  Seaborn  Shipyard  and  construction  extras  at  the  yards  of 
Babare  Bros.,  Seaborn  Yards,  Sanderson,  Nilson  &  Kelez,  and  all 
otlier  wood  yards? 

Mr.  Deane.  Statement  of  employees'  relative  and  employees  who 
have  been  sponsors  to  vessels  launched  in  this  district. 
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United  States  Shipping  Board  EmergeTtcy  Fleet  Corporation — Employees 
employees^  relatives  having  served  as  sponsors  for  vessels  launched  for  Emer- 
gency Fleet  Corporation  in  district  No,  6. 


J.  F.  Duthie<bCo 

Bklnner  A  Eddy  Corporation. 

Do , 

Do 

Do 

Do 

Do 

Todd  Dry  Dock  &  Conatniction  Corpo- 
ration. 

Do 

Do 

Sanderson  &  Porter 

Grays  Harbor  Motorship  Corporation. . 

Do : 

Do 

Do 

Seaborn  Shipyards  Co 

Do 

Do 

Nilson  &  Kelez  ShipbuJUdlng  Corpora- 
tion. 
Do 


Miss  Carolyn  Blain,  daughter  of  Capt.  Bfadn. 

Mrs.  8.  O.  Coserove,  mother  of  Howard  Cosgiove. 

Mrs.  Chas.  M.  Schwab,  wife  of  director  gemeraL 

Mrs.  W.  A.  Mafcee,  wife  of  Capt.  Magee. 

Miss  Edith  Dunn,  employee  of  plant. 

Miss  Irma  Flynn,  employee  of  plant. 

Mrs.  A.  R.  Hunt,  wife  of  manager  of  operatkms  dt> 
partment. 

Birs.   D.  M.  Callis,  wife  of  manager  stoel-aihip  di- 
vision. 

Miss  Emily  Fleetwood. 

Mrs.  J.  F.  Blain,  wife  of  Capt.  Blain. 

Mrs.  S.  P.  Searle. 

Mrs.  A.  R.  Hunt,  wife  of  manager  of  operations  de- 
partment. 

Mrs.  R.  Ridley. 

Miss  Helen  Brandt,  daughter  of  Disbarsing  Ofltow 
Harrv  Brandt. 

Mrs.  W.  A.  Magee,  wife  of  Capt.  Magee. 
Do. 

Mrs.  A.  R.  Hunt,  wife  of  manager  of  operattons  de- 
partment. 

Mrs.  F.  D.  Knise,  wife  of  an  inspector. 

Mrs.  W.  A.  Magee,  wif^  of  Capt.  Magee. 

Mrs.  S.  Rustad,  wife  of  Capt.  Rustad. 


The  Chairman.  Have  you  any  record  in  your  office  of  the  amount 
paid  these  sponsors  ? 

Mr.  Deane.  I  do  not  think  there  was  any  amounts  paid  to  those 
sponsors  direct.  I  think  it  is  probable  that  they  received  some  sort  of 
a  gift. 

The  Chairman.  From  the  vard? 

Mr.  Deane.  From  the  yards;  yes. 

The  Chairman.  Which  your  books  would  not  show  ? 

Mr.  Deane.  No. 

The  Chairman.  The  expense  being  borne  by  the  builder  ? 

Mr.  Deane.  That  information  has  been  gathered  up,  but  we  have 
no  records  to  show^  that. 

The  Chairman.  That  information — what? 

Mr.  Deane.  The  information  contained  in  that  statement  has  been 
gathered ;  we  have  no  records  in  the  office  to  show  it. 

The  Chairman.  This  has  been  gathered  from  the  yards  and  not 
from  any  records  of  yours  ? 

Mr.  Dkvnb.  Yes. 

The  Chairman.  The  list  including  Miss  Caroline  Blain,  Mrs.  S.  G- 
Cosgrove,  Mrs.  Charles  M.  Schwab,  Mrs.  W.  A.  Magee,  Miss  Edith 
Dunn,  Miss  Erma  Flynn,  Mrs.  A.  R.  Hunt.  All  of  those  that  I  have 
read,  except  the  first  name,  being  at  Skinner  &  Eddy's;  the  first  name 
being  at  the  Duthie  Corporation — Duthie  Dry  Dock  &  Construction 
Co.  Mrs.  D.  M.  Callis,  Mrs.  Emily  Fleetwood,  Mrs.  J.  F.  Blain, 
Grant  Smith-Porter,  Mrs.  S.  P.  Searle,  Grays  Harbor  Motorship 
Corporation,  Mrs.  A.  R.  Hunt,  Mrs.  R.  Ridell,  Mrs.  Helen  Brandt, 
Mrs.  W.  A.  Magee,  Seaborn  Shipyards,  Mrs.  W.  A.  Magee,  Mrs.  A.  B. 
Hunt,  Mrs.  F.  D.  Kruse,  Nilson  &  Kelez  Yard,  Mrs.  W.  A.  Magee, 
Mrs.  S.  Rustad.    Any  further  information? 
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Mr.  Deane.  Copy  of  agreement,  dated  August  30,  1918,  between 
the  Fleet  Corporation  and  the  Grays  Harbor  Motorship  Corporation, 
with  a  modification  dated  October  23,  1918,  relative  to  the  revision 
of  a  certain  installation  contract  dated  December  28,  1917^  and  some 
correspondence  relating  thereto. 

MEMORANDUM  OF  AGREEMENT  CONCERNING  ADJUSTMENT  OF  CLAIMS  OF  GRAYS 
HARBOR  MOTORSHIP  CORPORATION  FOR  ADDITIONAL  COMPENSATION  UNDER  MACHIN- 
ERY INSTALLATION  CONTRACT  DATED  DEC.  28,  1917. 

Whereas,  by  contract  dated  December  28,  1917,  Grays  Harbor  Motorship  Cor- 
poration, as  contractor,  agreed  to  install  the  machlnerj%  auxiliaries,  and 
equipment  in  eight  hulls  then  building  by  tlie  contractor  under  prior  separate 

•  hull  contracts,  for  the  United  States  Shipping  Board  Emergency  Fleet  CJor- 
poration^  as  owner,  said  hulls  being  Nos.  55  to  58  and  998  to  1001,  all  in 
accordance  with  the  provisions  of  said  contract  of  Dwember  28,  1917 ;  and 

Whereas,  by  Paragraph  XIV  of  said  contract*  It  Is  provided  that  the  allowance 
for  direct  labor  for  the  work  to  be  performed  thereunder  is  understood  to 
be  $25,000,  which  sum  covers,  besides  direct  labor,  the  compensation  of  certain 
other  employees,  and  that  in  the  event  such  direct  labor  exceeds  said  sum 
then  the  contractor  shall  be  reimbursed  by  the  owner  for  such  excess ;  and 

Whereas,  by  Paragraph  V  of  said  contract,  the  owner  reserves  the  right  to 
make  reasonable  alterations,  additions,  and  substitutions  In  the  work  to  be 
done  by  the  'contractor,  and  further  reserves  the  right  to  require  the  con- 
tractor to  furnish  certain  materials  and  agrees  to  pay  the  contactor  for  such 
additional  material  cost  plus  10  per  cent  and  for  such  additional  labor  cost 
plus  15  per  cent ;  and 

Whereas,  by  Paragraph  VII,  It  is  provided  that  any  loss  sustained  by  the  con- 
tractor as  a  result  of  the  failure  of  the  owner  to  furnish  and  deliver  to  the 
contractor  the  propelling  machinery,  auxiliaries,  and  equipment  for  Installa- 
tion as  required  by  the  contractor  shall  constitute  a  claim  by  the  contractor 
against  the  owner  for  additional  compensation ;  and 

Whereas,  by  reason  of  certain  wage  Increases  authorized  and  directed  by  the 
owner,  the  contractor's  direct-labor  cost  has  been  Increased  beyond  the 
original  estimate  of  $25,000 ;  and 

Whereas  the  owner  has  ordered  and  directed  the  contractor  to  make  numerous 
alterations,  additions,  and  changes,  and  has  required  the  contractor.  In  addi- 
tion thereto,  to  manufacture  a  large  number  of  Items  not  furnished  by  the 
owner  and  to  recondition  and  make  over  a  large  number  of  Items  furnished 
by  the  owner,  which  additional  work  was  not  contemplated  by  the  contract 
and  no  provision  for  compensation  for  such  work  is  provided  for  in  the  con- 
tract ;  and 

Whereas  the  contractor  has  sustained  loss  by  reason  of  the  delays  of  the  owner 
in  furnishing  and  providing  the  machinery,  auxiliaries,  and  equipment  for 
installation  in  such  vessels,  as  required  by  the  contract ;  and 

Whereas  the  contractor  has  furnished,  upon  order  of  the  owner,  certain  mate- 
rials; and 

Whereas  differences  have  arisen  between  the  contractor  and  the  owner  as  to 
the  compensation  the  contractor  should  receive  for  certain  of  the  Items  above 
mentioned,  and  the  contract  provides,  in  Paragraphs  V,  VII,  and  X,  that  in 
case  of  such  differences  arising  the  same  shall  be  adjusted  by  conference  and 
agreement : 

Now,  therefore,  at  a  conference  held  at  the  office  of  the  owner  in  Seattle, 
Wash.,  on  August  30,  1918,  at  which  there  were  present,  representing  the  owner, 
W.  A.  Magee,  its  district  manager;  A.  R.  Hunt,  its  chief  machinery  inspector; 
and  G.  P.  Deane,  Its  district  auditor ;  and  A.  Schubach,  president ;  M.  R.  Ward, 
manager,  and  Bruce  C.  Shorts,  secretary,  of  the  contractor ;  It  was  agreed  for  the 
purpose  of  adjusting  such  differences,  as  follows : 

1.  That  the  allowance  for  direct  labor  for  the  work  to  be  performed  on  each 
hnll  as  mentioned  In  Paragraph  XIV  of  said  contract  Is  understood  to  be  $30,- 
000,  and  on  account  of  such  Increase  no  additional  allowance  shall  be  made  to 
the  contractor  for  overhead  or  profit 
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^ 

2.  That  tix^  actual  additional  labor  cost  of  the  alterations,  additions,  or  sab- 
stitutlons  authorized  by  the  owner  under  Paragraph  V  of  the  contract  is  hereby 
agreed  upon  to  amount  to  $5,000  per  vessel  in  excess  of  the  $90,000  above  men- 
tioned. 

3.  That  the  owner  will  pay  to  the  contractor  in  addition  to  said  $5,000,  15 
per  cent  thereof  for  overhead  and  profit. 

4.  That  in  the  event  the  total  labor  cost  shall  exceed  $35,000,  then  any 
amount  in  excess  of  said  sum  shall  be  deemed  to  have  been  expended  by  the 
contractor  for  its  actual  labor  cost  in  manufacturing  items  for  installation  upon 
orders  of  the  owner,  and  the  owner  will  pay  to  the  contractor,  in  addition  to  sach 
actual  labor  cost,  a  sum  equal  to  100  per  cent  thereof  for  overhead  and  profit. 

5.  That  the  contractor  can  Install  the  machinery,  auxiliaries,  and  equipment 
complete  in  any  particular  hull  within  30  days  from  the  time  it  receives  such  hull 
for  such  installation,  provided  the  contractor  is  not  delayed  by  reason  of  the 
failure  of  the  owner  to  provide  such  machinery,  auxiliaries,  and  equipment  for 
such  installation,  as  required  by  the  contractor. 

6.  That  the  cost  of  any  insurance  which  the  contractor  is  required  by  Para- 
graph YIII  pf  said  contract  to  carry  on  any  hull,  its  machinery,  audiariea, 
and  equipment,  shall  be  paid  by  the  contractor  for  the  period  of  30  days  from 
the  time  the  contractor  receives  such  hull  under  the  contract  and  that  the  cost 
of  such  insurance  beyond  such  30-day  period  shall,  if  paid  by  the  contractor,  be 
refunded  to  it  by  the  owner. 

7.  That  for  all  materials  furnished  by  the  contractor  upon  order  of  the 
owner  under  the  provisions  of  Paragraph  V  of  said  contract  the  contractor  shall 
be  paid  cost  plus  10  per  cent. 

8.  That  in  consideration  of  the  terms  of  this  agreement  and  the  payments  to 
be  made  to  the  contractor  by  the  owner  as  herein  set  forth  the  contractor  hereby 
waives  its  claim  for  any  other  compensation  than  above  set  forth  under  tiJte 
provisions  of  Paragraph  VII  of  said  contract 

It  is  understood  that  this  agreement  is  made  subject  to  the  approval  of  the 
general  manager  of  the  owner,  and  in  the  event  the  same  be  not  approved, 
then  nothing  herein  set  forth  shall  be  construed  to  the  prejudice  of  either  party. 
Dated  at  Seattle,  Wash.,  August  30,  1918. 

W.  A.  Magee, 
District  Manager  of  Wood  Ship  Division. 

A.  R.  Hunt, 
G.  P.  Deane, 

Representing  Owner. 

A.   SCHTJBACH, 

M.  R.  Ward, 
Bruce   C.   Shorts, 
Representing  Contractor. 


MODIFICATION  OF  MEMORANDUM   OF  AGREEMENT  OF  AUGUST   80,    1918. 

At  a  conference  this  day,  held  in  the  office  of  the  United  States  ShiiH>ing  Board 
Emergency  Fleet  Corporation,  Seattle,  Wash.,  at  which  were  present  J.  F. 
Blaln,  district  manager;  G.  P.  Deane,  district  auditor;  and  W.  A.  Magee,  as- 
sistant in  charge  of  wood-ship  construction,  representing  the  Emergency  Fleet 
Corporation,  and  A.  Schubach,  M.  R.  Ward,  and  Bruce  C.  Shorts,  president, 
manager,  and  secretary,  respectively,  of  the  Grays  Harbor  Motor  Ship  Corpo- 
ration, it  was  agreed  as  follows ; 

1.  That  the  memorandum  of  agreement  dated  August  30,  1918,  concerning 
adjustment  of  claims  of  the  Grays  Harbor  Motor  Ship  Corporation  for  addi- 
tional compensation  under  machinery  installation  contract  dated  December  28, 
1917,  be  modified  as  follows: 

That  paragraphs  1,  2,  3,  and  4  of  said  memorandum  be  stricken,  and  that 
in  lieu  thereof  should  be  inserted : 

That  any  expeditures  made  by  the  contractor  for  direct  labor  in  exces8  of 
$25,000  shall  be  deemed  to  have  been  expended  by  the  contractor  in  manufac- 
turing items  for  Installation  upon  orders  of  the  owner,  and  the  owner  will 
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pay  to  the  contractor  in  addition  to  such  labor  cost  a  sum  equal  to  50  per  cent 
thereof  for  overhead. 

Dated  at  Seattle,  Wash.,  October  23,  1918. 

J.  F.  Blain, 

District  Manager, 
G.  P.  Deane, 

District  Auditor, 
W.  A.  Magee, 
Assistant  in  Charge  Wood  Construction, 
Representing  Emergency  Fleet  Corporation. 

A.    SCHITBAGH, 

President, 
M.  R.  Wabd, 

Manager, 
Bbuce  C.   Shobts, 
Secretary, 
Representing  Orays  Harbor  Motorship  Corporation, 


Seftembeb  2,  1918. 

To:  Mr.  James  O.  Hayworth.  manager  Division  of  Wood-Ship  Construction, 
Emergency  Fleet  Corporation,  Philadelphia. 

From:  District  supervisor,  District  No.  8. 

Subject:  Grays  Harbor  Motorship  Corporation — Installation  contract — ^Refer- 
ence :  Telegram  from  Mr.  Hayworth  to  Mr.  Pigott,  August  28. 

In  compliance  with  your  telegram  of  August  28,  reference  to  Grays  Harbor 
Motorship  Corporation's   installation  contract. 

In  the  absence  of  William  Pigott,  district  supervisor,  I  called  a  conference 
between  Grays  Harbor  Motorship  Corporation  and  this  organization. 

Grays  Harbor  Motorship  Corporation  was  represented  by  Mr.  A.  Schubach, 
president;  Mr.  M.  R.  Ward,  general  manager;  and  M.  Bruce  C.  Shorts,  secre- 
tary; and  the  Emergency  Fleet  Corporation  was  represented  by  the  writer, 
Mr.  A.  R.  Hunt,  chief  machinery  inspector,  and  Mr.  G.  P.  Deane,  district  auditor. 

The  question  of  machinery  installation  was  gone  into  quite  thoroughly,  and 
you  will  find  attached  hereto  memorandum  of  their  decisions,  which  are  sub- 
ject to  your  approval. 

This  contractor  has  been  delayed  a  great  deal  through  lack  of  the  corporation 
furnishing  the  necessary  machinery  and  equipment,  according  to  contract 
Ton  will  note  that  contract  specifies  estimated  labor  cost  at  $25,000.  We  have 
added  $5,000  to  this  amount,  and  consider  this  item  as  $90,000.  We  have 
also  considered  that  the  usual  alterations  would  amount  to  about  $5,000.  This 
brings  the  total  to  $35,000,  and,  after  going  into  this  matter  very  thoroughly, 
we  are  convinced  that  any  amount  in  addition  to  this  is  caused  directly  by 
the  reason  that  we  must  manufacture  considerable  of  this  special  material 
that  is  required  in  this  special  type  ships. 

This  item  of  manufacturing  is  not  taken  care  of  in  these  installation  con- 
tracts. Therefore,  we  consider  that  the  usual  allowance  of  percentage  for 
overhead  should  be  allowed  this  contractor  under  these  particular  circum- 
stances. 

You  will  note  that  contractor  waives  its  claim  for  any  other  compensation 
than  what  is  included  in  this  memorandum. 

With  reference  to  Insurance,  there  is  no  question  in  our  minds  but  that  this 
machinery  installation  could  easily  be  done  In  30  days,  provided  the  equip- 
ment was  furnished  the  Installation  contractors;  and  we  consider  that  it  is 
fair  to  all  concerned  to  consider  this  30  days  as  the  proper  period  for  this 
installation.  In  so  far  as  the  insurance  is  concerned. 

Please  advise  us  of  your  decision  in  the  matter. 

^  District  Manager, 


OCTOBEB  2,  1918. 
Capt.  J.  F.  Blain, 

District  Manager,  Securities  Building,  Seattle,  Wash, 

Deab   Sib:  Concerning  the   installation   contract   with   the   Grays   Harbor 
Motorship  Corporation,  you  are  referred  to  the  memorandum  of  agreement, 
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dated  December  28,  .1017,  relating  to  adjustment  of  claims,  and  herewith  re- 
turned. 

Note  in  connection  therewith  memorandum  of  September  21,  from  Assistant 
Manager  D'Esposito  to  Mr.  Heyworth,  as  per  copy  inclosed,  Mr.  Heywortb 
agreeing  In  Mr.  D'Esposlto's  recommendation  that  the  percentage  for  over- 
head and  profit  on  labor  in  excess  of  $35,000  should  be  50  per  cent  instead  of 
100  per  cent.  You  will  note  that  Mr.  D*E4^;)oslto  has  taken  the  matter  ap 
personally  with  Mr.  Schubach,  president  of  the  Grays  Harbor  Motorshlp  Cor- 
poration, but  did  not  obtain  a  concurrence  of  viewa  Nevertheless,  a  com- 
pensation of  50  per  cent  is  considered  entirely  ample,  being  in  accord  with  the 
customary  practice  in  such  matters,  and  it  is  strongly  felt  that  it  should 
not  be  exceeded. 

It  is  desired,  therefore,  that  the  agreement  be  redrawn  accordingly,  or  that 
this  particular  clause  of  the  original  agreement  be  changed  to  conform  with 
the  above.  With  such  change  it  will  be  approved,  being  in  all  other  respects 
entirely  satisfactory. 

Yours,  very  truly, 

Hames  O.  Hetwobth, 
Manager  Division  Wood  Ship  Construction. 


Philadelphia,  Pa.,  October  21,  1918. 
Capt.  J.  F.  Blain, 

SecurUies  Building,  Seattle,  WasK: 

Referring  to  Heyworth's  letter,  October  2,  regarding  settlement  for  extras 
Grays  Harbor  Motorshlp  Corporation,  how  is  this  matter  progressing. 

D*Espo8iTa 


OcTOBEB  2a,  1918. 
Heyworth, 

Emergency  Fleets  Philadelphia: 

Referring  your  letter  2d,  also  D*Esposito  wire  21st,  concerning  installation 
contract  of  Grays  Harbor  Motorshlp  Corporation,  I  have  Just  had  conference 
w^lth  Grays  Harbor  people.  They  have  shown  a  willingness  to  cancel  para- 
graphs 1,  2,  3,  and  4,  as  shown  in  memorandum  of  agreement  dated  August  90, 
referring  to  paragraphs  5  and  14  under  their  machinery  installation  contract, 
and  substitute  therefor  an  agreement  whereby  they  would  be  reimbursed  for  all 
labor  and  in  addition  to  receive  50  per  cent  on  all  amounts  over  $25,000  for 
overhead.  Twenty-five  thousand  dollars  is  stipulated  in  their  contract  as  esti- 
mated labor.  Advise  If  this  meets  with  your  approval,  In  which  event  I  will 
proceed  to  close  up  the  matter  accordingly. 

Blain. 

The  Chairman.  Mr.  Deane,  I  call  your  attention  to  the  fact  that 
the  copy  of  the  modification  does  not  state  by  whom  it  was  signed  on 
behalf  of  the  Motorship  Corporation.    I  assume  it  is 

Mr.  Deane.  The  copy  in  my  files  does  not  show,  but  the  original 
was  signed  and  forwarded  to  the  home  oflSce. 

The  Chairman.  The  original  contract  having  been  signed  by  Mr. 
Magee,  district  manager,  and  Mr.  A.  R.  Hunt.  What  position  did 
he  hold  ? 

Mr.  Deane.  He  was  chief  machinery  inspector. 

The  Chairman.  And  by  Mr.  Schubach,  Mr.  Ward,  and  Mr.  Shorts* 
representing  the  contractor. 

Mr.  Deane.  You  asked  if  we  had  supplied  any  lumber  to  the  Grays 
Harbor  Motorship  Corporation  for  the  construction  of  vessels.  No; 
we  have  not.  You  asKed  if  the  home  office  had  called  for  a  state- 
ment showing  payments  made  to  the  Grays  Harbor  Motorship  Cor- 
poration. They  have  not  called  for  such  a  statement  specifically, 
but  we  sent  a  statement  to  the  home  office  every  month,  showing  pay- 
ments made  on  all  ships. 
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You  wanted  to  know  about  when  the  Grays  Harbor  installation 
plant  was  started.  About  January,  1918.  The  steamship  Blackford 
was  accepted  June  12, 1918,  and  voucher  for  final  payment  was  ren- 
dered August  21,  1918,  and  final  payment  was  made  September  4, 
1918. 

The  Chairman.  Of  the  Blackford.  That  is  the  steamer  that  had 
trouble  at  sea  % 

Mr.  Deane.  Yes. 

The  Chairman.  After  the  final  payment  was  made  ? 

Mr.  Dbane.  Yes.  It  must  have  been  after  the  final  payment  was 
made.  You  asked  for  a  statement  of  hull  contractors  who  also  had 
installation  contracts.  Meacham  &  Babcock  Shipbuilding  Co.,  Grays 
Harbor  Motorship  Corporation,  Seaborn  Shipyards  Co.,  Puget  Sound 
Bridge  &  Dredging  Co. 

You  asked  regarding  towage,  salvage  of  vessels,  wreck,  or  any  dis- 
asters at  sea.  That  would  not  come  under  us;  that  would  be  a  matter 
for  the  operating  division. 

The  Chairman.  I  beg  your  pardon. 

Mr.  Deane.  That  would  not  come  under  us. 

The  Chairman.  Total  of  salvage  of  vessels. 

Mr.  Deane.  Wrecks  at  sea. 

The  Chairman.  The  operating  division  headquarters  are  at  San 
Francisco  ? 

Mr.  Deane.  San  Francisco  for  this  cost. 

The  Chairman.  For  the  entire  three  districts  on  the  Pacific? 

Mr.  Deane.  Yes.  That  is  all  the  information  that  I  have  up  to 
date  that  you  requested.    There  is  more  in  preparation. 

Can  I  say  a  few  words  on  this  Meacham  &  Babcock  matter  ? 

The  Chairman.  Yes,  sir.  That  is,  to  supplement  what  you  pre- 
viously testified  to? 

Mr.  Deane.  Yes. 

The  Chairman.  In  view  of  testimony  that  has  since  come  in? 

Mr.  Deane.  Yes,  sir.  It  has  been  testified  that  at  the  time  of  the 
receivership  we  had  only  advanced  $146,000  on  account  of  extra 
wage  increases  and  lumber  increases.  This  statement  before  me 
shows  that  according  to  the  percentage  of  progress  on  vessels, 
Meacham  &  Babcock  would  have  earned  $4,257,746.50  in  progress 
pavments.  We  had  advanced  them  at  the  date  of  the  receivership, 
either  in  money  or  material,  the  sum  of  $4,942,383.40,  leaving  $684,- 
630.90  to  apply  against  extras,  as  against  $146,000,  as  testified ;  $684,- 
000  will  average  more  than  $85,000  per  vessel  on  eight  vessels,  which 
was  certainly  as  much  as  they  could  expect  at  that  time.  It  has 
also  been  testified,  I  believe,  that  funds  given  Meacham  &  Babcock 
for  specific  purposes  were  not  diverted.  On  February  25  we  gave 
Meacham  &  Babcock  a  check  for  $26,935.20,  which  was  to  pay  cer- 
tain bills  listed  here,  among  which  was  one  to  the  port  of  Seattle  for 
$6,110.79.  At  the  date  the  receiver  was  appointed  that  money  had 
been  spent  and  the  port  of  Seattle  had  not  been  paid.  I  have  here 
an  affidavit  of  A.  M.  Castle  &  Co.,  in  which  it  is  stated  that  Meacham 
&  Babcock  have  received  money  from  the  United  States  Shipping 
Board  Emergency  Fleet  Corporation  to  pay  account  of  A.  M.  Castle 
&  Co.,  approached  them  and  requested  to  be  allowed  to  pay  approxi- 
mately one-half  of  the  bill  and  give  their  60-day  note  for  the  balance, 
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which  was  accepted  and  done.  The  note,  however,  was  not  signed  by 
Meacham  &  Babcock  Shipbuilding  Co.;  it  was  signed  by  Meacham 
&  Babcock.  And  this  affidavit  goes  on  to  say  that  when  this  was 
pointed  out  to  Mr.  Meacham  he  was  told  that  that  made  no  differwioe 
whatever. 

The  Chairman.  Do  you  know  what  provision  of  3^our  contract 
with  Meacham  &  Babcock,  to  make  payments  to  be  applied  to  a 
specific  purpose 

Mr.  Dbanb.  At  this  time  we  are  not  making  payments  according 
to  the  contract.  I  have  shown  already  that  the  date  of  the  receiver- 
ship we  had  advanced  approximately  $684,000  against  extras.  The 
amount  of  those  extras  was  not  known  at  the  time.  No  voucher 
had  been  put  in  for  them.  No  attempt  had  been  made  to  put  in  a 
voucher  for  wage  increases  or  anything  of  that  kind. 

The  Chairman.  Did  you  have  any  authority  for  making  payments 
not  in  accordance  with  the  terms  of  your  contract? 

Mr.  Deane.  We  did ;  authority  from  the  home  office. 

The  Chairman.  Authority  from  the  home  office? 

Mr.  Deane.  Yes. 

The  Chairman.  Did  you  have  authority  to.  make  payments  to 
Meacham  &  Babcock  from  the  home  office  conditionally  that  the  pay- 
ments made  should  be  applied  in  a  particular  way? 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  Well,  how  could  the  home  office  give  you  authority 
to  do  that  unless  Meacham  &  Babcock  agreed  to  itf 

Mr.  Deane.  Meacham  &  Babcock  did  agree  to  it. 

The  Chairman.  In  writing? 

Mr.  Deane.  I  could  not  testify  right  now  whether  they  agreed  to 
do  that  in  writing  or  not,  but  they  did  certainly  verbally  agree  with 
me  that  that  should  be  the  method  of  financing. 

The  Chairman.  Had  the  receivership  been  mentioned  up  to  that 
time? 

Mr.  Deane.  No,  sir. 

The  Chairman.  And  it  was  simply  pending  an  adjustment  which 
should  be  based  upon  an  audit? 

Mr.  Deane.  It  was  more  or  less  pending  the  time  when  they  would 
.  put  in  Qther  claims  to  offset  these  advances,  when  we  would  be  in  a 
position  to  judge  their  state  of  affairs  better. 

The  Chairman.  Well,  your  Mr.  Jarvis  was  down  there  at  that  time 
working  on  the  boolcs? 

Mr.  Deane.  Mr.  Jarvis  was  there  in  August  and  September,  1917. 

The  Chairman.  1917? 

Mr.  Deane.  I  beg  your  pardon ;  1918.  Mr.  Jarvis  is  a  certified  pub- 
lic accountant  in  this  city,  being  on  our  force  for  about  18  months, 
and  I  might  say  he  has  given  universal  satisfaction. 

The  CSiAiRMAN.  Never  had  any  difficulty  in  any  other  plant  in 
which  you  assigned  him  ? 

Mr.  Deane.  No,  sir. 

The  Chairman.  Have  you  seen  any  statement  or  audit  made  of  the 
Meacham  &  Babcock  books  and  accounts  since  that  supplied  by  Mr. 
Jarvis,  which  would  indicate  that  an^  audit  he  made  did  not  set  forth 
{accurately  the  condition  of  their  affairs? 


SHIFPIKG  BOABD  OPERATIONS.  685 

Mr.  Deakb.  When  Mr.  Jarvis  turned  in  his  report,  before  making 
a  report  to  the  home  office,  I  called  Meacham  in  to  discuss  the  finan- 
cial situation  with  him  and  he  took  exception  to  Jarvis's  report,  and 
finally  at  his  request  I  sent  another  auditor  out  there  to  Meacham's 
plant,  to  listen  to  his  explanation,  and,  if  necessary,  to  correct  Jarvis's 
report.  There  were  some  corrections  in  minor  details,  but  the  gen- 
,  eral  result  was  the  same,  and  the  result  of  that  audit  was  the  audit 
which  was  finally  reported  to  the  home  office,  and  not  Mr.  Jarvis's 
audit. 

The  Chairman.  And  was  the  result  of  that  audit  what  you  based 
your  information  upon  which  you  subsequently  gave  to  Mr.  Cosgrove 
]ust  prior  to  the  receivership  proceedings? 

Mr.  Deanb.  I  think  a  copy  of  that  report  was  forwarded  to  Capt. 
Blain,  who  turned  it  over  to  Mr.  Cosgrove,  and  my  letter  to  Mr.  Cos- 
grove  regarding  the  stock  transactions  was  brought  forth  by  that 
audit. 

The  Chairman.  So,  instead  of  there  being  $146,000  advanced  on  ac- 
count of  extras,  there  was  over  $300,000  advanced? 

Mr.  Dbai^e.  At  that  time? 

The  Chairman.  At  that  time. 

Mr.  Deanb.  I  couldn't  say  as  to  that.  The  statement  that  I  have 
before  me  here  says  $684,000  was  advanced  up  to  the  time  of  the  re- 
ceivership, and  I  should  judge  that  approximately  $330,000  had  been 
advanced  between  the  date  of  Mr.  Jarvis's  report  and  the  date  the  re- 
ceiver was  appointed. 

The  Chairman.  Now,  as  I  understand  your  prior  testimony,  that 
it  was  to  the  effect  that  notwithstanding  this  condition  of  Meacham  & 
Babcock  that  you  preferred  to  have  it  adjusted  in  a  different  maimer 
than  through  sl  receivership  ? 

Mr.  Deanb.  Yes,  sir. 

The  Chairman.  And  you  are  still  of  the  opinion  that  the  matter 
might  have  been  adjusted  without  the  necessity  of  a  receivership  ? 

Mr.  Deane.  I  would  not  say  that.  I  think,  as  I  testified  the  other 
day,  the  attorney  for  Meacham  &  Babcock  has  reproached  me  regard- 
ing the  discharge  of  the  receiver.  There  is  an  audit  progressing,  and 
until  that  audit  is  completed  I  would  not  want  to  commit  myself  as 
to  the  discharge  of  the  receiver. 

The  Chairman.  I  do  not  mean  about  discharging  the  receiver. 
But  do  you  not  now  think,  even  without  the  information  of  this 
audit  that  is  in  progerss,  that  it  would  have  been  possible  to  have 
adjusted  this  matter,  the  differences  that  existed,  so  that  the  concern 
might  have  continued  without  the  necessity  of  a  receiver  being 
appointed  ? 

Mr.  Deane.  I  would  not  say  that  the  concern  might  have  continued 
as  a  going  business.  I  think  some  other 'person — any  receiver  might 
have  taken  it  over  and  run — at  all  events,  exercised  minute  financial 
control  over  their  operations  for  the  benefit  of  the  Fleet  Corporation. 

The  Chairman.  1  think  that  is  all,  unless  you  have  some  further 
information  or  some  further  statement  that  you  think  of. 

Mr.  Deane.  No,  sir ;  I  think  that  is  all  I  have  got  for  you. 

The  Chairman.  Pardon  me  a  moment.  We  asked  for  som^  further 
information  with  reference  to  Grays  Harbor,  which  you  told  me 
privately  you  would  be  unable  to  complete. 

Mr.  Deane.  Yes. 
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The  Chairman.  And  that  you  will  mail  it  to  the  committee  later. 

Mr.  Deane.  Yes^ir. 

The  Chairman.  Then,  I  suppose,  perhaps,  that  bein^  the  situation^ 
you  would  be  unable  to  give  us  very  much  detailed  information  with 
reference  to  Grays  Harbor  transactions  in  the  absence  of  tlie  state- 
ment being  compiled. 

Mr.  Deane.  The  statement  that  you  requested  was  a  statement  of 
individual  itemized  extras  paid  to  the  Grays  Harbor  Motorship  Cor- 
poration in  question,  relating  to  those  extras.  I  would  not  be  in  a 
position  to  answer  until  I  am  presented  with  that  statement. 

The  Chairman.  There  was  a  question  I  did  want  to  ask,  which 
occurred  to  me  when  you  were  summoned  before,  Mr.  Deane,  and 
escaped  my  memory  at  the  time. 

It  I  understand  you,  the  original  procedure — explanation  for  ex- 
tras is  that  before  you  paid  a  voucher  the  estimate  must  be  approved 
by  the  inspector  and  the  voucher  also  approved  by  the  district 
office— the  district  manager,  and  then  it  comes  to  you,  and  if  the 
voucher  is  in  proper  form  and  bears  those  two  signatures,  you  pay  itt 

Mr.  Deane.  No,  sir ;  you  are  not  quite  right  on  that. 

The  Chairman.  Well,  I  wish  you  would  correct  me. 

Mr.  Deane.  The  estimate  does  not  need  to  bear  the  signature  of 
anybody  but  the  district  manager,  neither  does  the  voucher  need  to 
bear  the  signature  of  anybody  but  the  district  manager  on  these 
wood-ship  contracts  that  have  been  completed,  or  rather,  wood  ships 
that  have  been  completed  and  extras  settlea  long  after  the  ships 
have  been  completed.  The  inspector's  signature  that  the  work  has 
been  done  is  manifestly  unnecessary  on  claims  for  extras. 

The  Chairman.  Wait  a  minute,  ^low.  I  do  not  get  that.  The 
inspector's  signature  that  the  work  has  been  done  is  unnecessary? 

Mr.  Deane.  Yes. 

The  Chairman.  On  the  wood  ships  that  have  been  completed! 

Mr.  Deane.  Completed  and  perhaps  gone  to  sea. 

The  Chairman.  If  those  extras  are  furnished  on  a  voucher  signed 
by  the  district  manager — I  mean,  if  they  have  been  paid  for  on  the 
voucher  signed  by  the  district  manager. 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  How  do  you  or  how  does  anybody  else  in  the  dis- 
trict office  know  that  the  extras  which  were  actually  furnished  cost 
as  much  as  the  estimate  approved  by  the  district  manager? 

Mr.  Deane.  That  they  cost  as  much,  you  say  ? 

The  Chairman.  Yes.  Now,  if  I  underetand  you  correctly,  opposite 
the  charge  for  extras  on  a  wooden  ship 

Mr.  Deane.  Yes,  sir. 

The  Chairman  (continuing).  The  estimate  cost  is  put  on  a 
voucher,  that  is  approved  by  the  district  manager,  comes  to  your 
office  and  you  pay  the  voucher.    Now,  later  the  extras  are  furnished, 

Mr.  Deane.  No. 

The  Chairman.  The  ship  is  completed  and  goes  to  sea.  How 
do  you  know  that  the  extras  actually  furnished  amounted  to  the  sum 
stated  as  the  estimate  in  the  voucher? 

Mr.  Deane.  No,  sir.  The  estimate  is  not  paid  before  the  work 
is  done.  If  ^we  are  paid  to-day  for  an  extra  that  was  supposed  to 
have  been  performed — put  on  a  vessel  yesterday,  the  district  man- 
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ager  would  require  the  inspector's  signature  that  that  work  had  been 
done  on  the  voucher. 

The  Chairman.  So  that  on  the  voucher  only  the  inspector's  sig- 
nature is  necessary? 

Mr.  Deane.  On  such  cases  as  tliat. 

The  Chairman.  Now^  then,  suppose  the  work  has  not  been  done 
and  you  are  making  an  advance  tor  the  extra  upon  an  estimate  sub- 
mitted by  the 

Mr.  Deane.  No ;  we  don't  do  that. 

The  Chairman.  You  don't? 

Mr.  Deane.  No. 

The  Chairman.  What  kind  of  vouchers  come  to  you  bearing  only 
the  signature  of  the  district  manager  for  extras? 

Mr.  Deane.  The  vouchers  bear  the  signature  of  the  district  man- 
a£cer  in  case  there  are  two  documents"  on  this  extra  transaction. 
There  is  a  form  called  No.  159,  which  is  an  estimate  submitted  by 
the  contractor  for  the  performance  of  certain  work  in  addition  to 
his  contract. 

The  Chairman.  Before  it  is  done.    Submitted  before  it  is  done? 

Mr.  Deane.  In  some  cases  submitted  before  it  is  done,  and  has 
been  in  some  exceptional  cases  after  it  has  been  done. 

The  Chairman.  Usually  before  it  is  done  this  voucher  is  sub- 
mitted? 

Mr.  Deane.  On  a  great  many  this  estimate  is  submitted  before 
the  work  is  done. 

The  Chairman.  Yes,  sir. 

Mr.  Deane.  That  is  signed  by  the  district  manager  and  is  the 
contractor's  authority  toT)ill  that  extra  to  the  Fleet  Corporation 
when  he  has  performed  the  work. 

The  Chairman.  Suppose  he  bills  it  to  the  Fleet  Corporation  after 
he  has  performed  the  work  and  the  estimate  is  less  than  the  actual 
cost  of  the  work. 

Mr.  Deane.  Yes,  sir. 

The  Chairman.  How  is  the  difference  provided  for?  Is  another 
voucher  submitted? 

Mr.  Deane.  No.  He  would  have  to  approach  the  district  man- 
ager regarding  obtaining  an  adjustment  on  account  of  that  esti- 
mate. 

The  Chairman.  How  would  you  know  that  that  adjustment  had 
been  reached? 

Mr.  Deane.  By  another  Form  159;  another  approved  estimate 
coming  through  to  me.  ^ 

The  Chairman.  For  the  difference  between  the  actual  cost  and 
the  first  estimate? 

Mr.  Deane.  Yes. 

The  Chairman.  I  think  I  have  it  clear  now,  but  I  do  not  think 

J  TOM  explained  it  quite  in  detail  the  other  day,  and  I  was  a  little  bit 
ost  to  understana  it. 
Any  questions.  Mr.  Kelley? 

Mr.  Kellet.  Would  you  explain,  if  it  comes  within  your  knowl- 
edge, the  make-up  of  the  organization  having  charge  of  the  material 
for  sale? 
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Mr.  Deane.  That  would  be  a  very  hard. thing  to  do,  sir.  The 
district  supply  and  sales  organization  is  a  comparatively  new  divi- 
sion^ and  I  would  not  undertake  to  explain  its  organization. 

Mr.  Kellet.  Well,  we  will  say  there  is  a  warehouse  in  Seattle 
filled  with  machinery,  and  I  want  to  buy  some  machinery,  how  do  I 
go  at  it? 

Mr.  Deane.  You  would  go  and  see  the  district  supply  and  sales 
manager  or  his  representative. 

Mr.  Keluey.  Privately? 

Mr.  Dbanb.  At  his  office  or  write  to  him. 

Mr.  Kkt,t.f.y.  Just  go  in  and  make  him  a  proposition  for  the 
machinery  ? 

Mr.  Deane.  You  are  really  asking  me  something  that  I  do  not 
know  a  thing  about. 

Mr.  Kelley.  You  are  an  auditor? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Having  charge  of  all  the  finances  ? 

Mr.  Deane.  Yes;  but  I  do  not  have  charge  of  the  supply  and 
sales  division  for  the  west  coast.  Mr.  Flerain^,  in  Portland,  has 
been  appointed  to  take  care  of  supply  and  sales  matters  for  the 
eoast. 

Mr.  KELiiEY.  But  as  a  matter  of  knowing  the  various  organiza- 
tions connected  with  the  Shipping  Board  I  ^ould  think  that  would 
come  within  your  information,  even  though  you  might  not  have  to 
perform  the  duties. 

Mr.  Deane.  I  presume  I  have  in  my  files  general  orders  relating  to 
the  organizations  of  the  supply  and  sales  division,  but  I  am  not 
familiar  enough  with  them  to  go  into  any  details  on  the  subject. 

Mr.  Kelley.  I  would  like  to  know  whether  any  person  can  buy 
lumber  from  the  Government  by  private  negotiation. 

Mr.  Deanb.  You  will  have  to  ask  the  district  supply  and  sales 
manager. 

Mr.  Kelley.  Would  you  think  that  such  a  method  of  selling 
lumber  would  be  a  good  one? 

Mr.  Deane.  It  would  depend  a  great  deal  on  the  class  of  lumber 
and  its  location. 

Mr.  Kelley.  Why  couldn't  the  Government  classify  its  supplies, 
make  up  a  list  and  announce  that  they  would  sell  to  the  highest 
bidder  different  grades  of  lumber  and  other  material,  and  state  where 
the  material  was  located,  and  allow  people  to  go  and  inspect  it  and 
see  what  they  were  willing  to  pay  for  it.  Could  that  be  done  as 
readily  by  the  Government  as  by  any  other  great  corporation? 

Mr.  Deane.  Yes;  I  think  it  could.  I  tHink  the  supply  and  sales 
division  in  Portland  would  probably  be  able  to  give  you  some  in- 
formation what  had  been  done  in  that  respect  and  what  is  being  done. 

Mr.  Kelley.  You  do  not  know  whether  this  lumber  sold  to  Mr* 
Magee  was  sold  to  him  because  he  was  the  highest  bidder  or  not? 

Mr.  Deane.  I  have  no  idea. 

Mr.  Kelueiy.  Who  could  get  us  that  information? 

Mr.  Deane.  The  district  supply  and  sales  manager. 

Mr.  Kelley.  Where  is  he  located? 

Mr.  Deane.  Portland. 

Mr.  Kelley.  What  is  his  name? 

Mr.  Deane.  C.  O.  Yokum. 
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Mr.  Kellet.  Any  person  desiring  to  buy  lumber  situated  at  Seattle 
must  go  to  Portland  to  buy  it? 

Mr.  Deane.  No;  there  is  a  branch  office  of  the  supply  and  sales 
division  here. 

Mr.  KiaxEY.  Who  is  at  the  head  of  that? 

Mr.  Deane.  I  couldn't  tell  you  who  is  at  the  head  of  that. 

Mr.  Kelley.  Is  that  office  in  the  headquarters  up  here? 

Mr.  Deane.  It  is  done  on  the  fourth  floor. 

Mr.  KEUiET.  But  you  do  not  know  who  has  authority  to  authorize 
sales  there? 

Mr.  Deane.  No;  I  don't  I  doubt  if  anybody  has  the  authority  to 
finally  authorize  sales  there.  I  think  they  probably  have  a  sales 
department,  but  as  for  the  final  closing  of  sales,  I  doubt  if  anybody 
has  the  authoritv. 

Mr.  Kellet,  t)o  you  know  the  current  prices  for  ship  lumber  of 
the  first  quality? 

Mr.  Deane.  No  ;  I  do  not. 

Mr.  KELiiBY.  Is  it  as  much  as  $45  a  thousand  ? 

Mr.  Deane.  I  could  not  tell  you  that. 

Mr.  Kelley.  How  much  did  you  say  we  got  for  this  lumber  sold 
to  Mr.  Magee? 

Mr.  Deane.  $17.50. 

Mr.  Kelley.  Per  thousand  ? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Now,  as  auditor  keeping  bills  passing  through  your 
office  right  along  for  lumber  and  everything  else,  it  must  be  within 
your  knowledge  now  much  we  paid  for  that  lumber? 

Mr.  Deane.  We  pay  very  few  bills  for  lumber  through  our  office. 
I  think  an  average  price  for  lumber  in  the  shipyards  as  of  that  class 
of  wooden  ship  possibly  would  have  approximated  a  little  better  than 
$40  a  thousand. 

Mr.  Kelley.  Lumber  that  you  bought  for  $40  a  thousand  you  are 
selling  Mr.  Magee  for  $17.50? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  At  a  private  sale,  possibly? 

Mr.  Deane.  I  would  not  say  that. 

Mr.  Kelley.  You  would  not  say  because  that  information  does  not 
come  within  your  department? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Will  you  give  me  the  name  of  whoever  is  in  charge 
of  the  office  on  the  fourth  floor? 

Mr.  Deane.  I  really  could  not  tell  you. 

Mr.  Kelley.  The  sales  department? 

Mr.  Deane.  There  is  a  Mr.  Caney  up  there,  but  whether  he  is  the 
head  of  the  organization  in  Seattle  or  not  I  could  not  say — ^R.  D. 
Caney. 

Mr.  Foster.  This  list  you  furnished  here  of  the  sponsors,  let  me  ask 
a  question  or  two.  I  see  when  hull  No.  10  was  launched.  Miss  Caro- 
line Blain  was  sponsor;  is  that  the  daughter  of  Capt.  Blain? 

Mr.  Deane.  I  believe  so. 

Mr.  Foster.  Hull  No.  117,  Mrs.  S.  G.  Cosgrove.  I  assume  she  is 
some  relation  to  the  attorney? 

Mr.  Deane.  I  think  so.    It  is  his  mother. 

Mr.  Foster.  Hull  No.  1180,  Mrs.  Charles  M.  Schwab,  isn't  it? 
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Mr.  Deane.  That  is  right. 

Mr.  Foster.  1929,  Mrs.  W.  A.  Magee;  who  is  she? 

Mr.  Deane.  Capt.  Magee's  wife. 

Mr.  Foster.  I  see  1061  is  Mrs.  W.  A.  Magee;  that  is  the  same  lady? 

Mr.  Deane.  Yes. 

Mr.  Foster.  No.  474,  Mrs.  A.  W.  Magee,  sponsor.  So  again  I 
assume  that  is  the  same  lady  t 

Mr.  Deane.  Yes. 

Mr.  Foster.  No.  466,  Mrs.  W.  A.  Magee ;  that  is  the  same  lady ! 

Mr.  Deane.  Yes. 

Mr.  Foster.  Now,  No.  1731  is  Miss  Edith  Dunn.  Is  she  any  rek- 
tion  to  any  employee  of  the  plant? 

Mr.  Deane.  She  is  an  employee  of  the  district  office,  or  was  an 
employee  of  the  district  office. 

Mr.  Foster.  She  was  one  of  the  stenographers  in  the  district  office? 

Mr.  Deane.  Yes. 

Mr.  Foster.  No.  1733,  sponsor,  Mrs.  Erma  Flynn. 

Mr.  Deane.  The  same  thing. 

Mr.  Foster.  She  was  an  employee  of  the  office? 

Mr.  Deane.  Yes. 

Mr.  Foster.  No.  1738  is  Mrs.  A.  R.  Hunt.  Is  she  any  relation  to 
any  person  in  the  office? 

Mr.  Deane.  Mr.  Hunt  used  to  be  chief  machinery  inspector.  That 
is  his  work. 

Mr.  Foster.  Well,  he  was  manager  of  the  operation  department 
for  awhile? 

Mr.  Deane.  Yes ;  he  is  with  the  operating  division  now. 

Mr.  Foster.  That  is  his  wife  ? 

Mr.  Deane.  Yes. 

Mr.  Foster.  No.  998,  the  sponsor  was  Mrs.  A.  R.  Hunt.  That  is 
the  same  lady,  I  take  it? 

Mr.  Deane.  Yes. 

Mr.  Foster.  Hull  No.  477,  Mrs.  A.  R.  Hunt  was  the  sponsor.  That 
is  the  same  lady,  I  take  it  ? 

Mr.  Deane.  Yes. 

Mr.  Foster.  Hull  No.  99,  Mrs.  D.  M.  Callis.  Is  she  any  relation 
to  an  employee  of  this  concern  ? 

Mr.  Deane.  The  wife  of  Mr.  Callis. 

Mr.  Foster.  She  is  the  wife  of  the  manager  of  the  steel-ship  divi- 
sion? 

Mr.  Deane.  Wife  of  the  assistant  district  manager. 

Mr.  Foster.  Hull  No.  103  is  Miss  Emily  Fleetwood.  Is  she  a  rela- 
tive of  any  employee  ? 

Mr.  Deane.  An  employee  of  the  district  office. 

Mr.  Foster.  What  was  her  position? 

Mr.  Deane.  Stenographer. 

Mr.  Foster.  That  is  the  third  stenographer  we  have  so  far.  Now, 
No.  107, 1  guess  that  I  asked  that.  •  Mrs.  J.  F.  Blain ;  that  is  the  wife 
of  Capt.  Blain  ? 

Mr.  Deane.  Yes. 

Mr.  Foster.  Hull  No.  98,  Mrs.  S.  P.  Searle.  Is  she  a  relative  of 
an  employee? 

Mr.  Deane.  She  is  the  wife  of  Resident  Auditor  Searle. 
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Mr.  Foster.  Your  predecessor? 

Mr.  Deane.  No  ;  resident  auditor. 

Mr.  Foster.  No.  101,  Mrs.  R.  Ridell. 

Mr.  Deanb.  Wife  of  an  inspector. 

Mr.  Foster.  Where  was  he  inspector? 

Mr.  Deanb.  He  was  an  inspector  at  Grays  Harbor. 

Mr.  Foster.  Was  she  ever  a  stenographer? 

Mr.  Drake.  I  really  could  not  say. 

Mr.  Foster.  No.  1060,  Miss  Helen  Brandt. 

Mr.  Deane.  She  is  the  daughter  of  the  disbursing  officer. 

Mr.  Foster.  Daughter  of  Harry  Brandt,  disbursing  officer? 

Mr.  Deane.  Yes. 

Mr.  Foster.  No.  2135,  Mrs.  F.  D.  Kruse.  She  was  the  wife  of  an 
inspector,  was  she? 

Mr.  Deanb.  Yes. 

Mr.  Foster.  No.  2140,  Mrs.  S.  Rustad.  Is  she  the  wife  of  Capt. 
Rustad  ? 

Mr.  Deane.  Yes. 

Mr.  Foster.  Who  is  he? 

Mr.  Deane.  S.  Rustad? 

Mr.  Foster.  Yes. 

Mr.  Deane.  I  do  not  know  what  his  correct  title  is  now.  He  was 
traveling  inspector. 

Mr.  Kelley.  Chief  inspector  now.  He  has  charge  of  all  the  other 
inspectors  ? 

Mr.  Deane.  Yes. 

Mr.  Foster.  There  is  a  list  of  20  we  have  there,  where  the  sponsors 
were  related  to  employees  or  were  employees  of  the  office.  Under  the 
rule  passed — inaugurated  last  March — ^the  Government  allowed 
$1,500  for  each  launching  at  which  those  ladies  were  sponsors,  did  it? 

Mr.  Deane.  Just  let  me  have  a  look  at  that  statement  and  I  will 
tell  you. 

Mr.  Foster.  Approximately  $30,000  allowed  for  the  launchings  at 
which  they  were  sponsors. 

Mr.  Deane.  In  four  cases  on  this  statement. 

Mr.  Foster.  Four  have  come  since  the  March  rule,  have  they  ? 

Mr.  Deane.  No  ;  these  are  lump-sum  contracts,  all  but  four ;  we  are 
not  interested  in  them — ^the  four  cost-plus  vessels.  In  each  case  we 
are  interested  in  that  $1,600  rule. 

Mr.  Foster.  Give  the  numbers  of  those. 

Mr.  Deane.  Nos.  99,  103,  and  107,  Todd  Dry  Dock  &  Construction 
Corporation,  and  No.  98,  Sanderson  &  Porter. 

Mr.  Foster;  That  is  the  four  marked  there  with  a  cross  mark? 

Mr.  Deane.  Yes. 

Mr.  Foster.  The  sponsors  of  those  four  were  Mrs.  Callis,  Miss 
Emily  Fleetwood,  an  employee  of  the  office ;  you  say  a  stenographer, 
Mrs.  J.  F.  Blain,  and  Mrs.  S.  B.  Searle. 

Just  a  question  before  I  quit.  How  did  you  learn  of  this  ruling 
of  last  March  providing  $500  for  each  launching  thereafter,  and 
going  backward  and  allowing  $1,500  for  every  launching  prior 
thereto? 

Mr.  Deane.  By  a  general  circular  from  the  home  office,  dated  what- 
ever date  was  written  in  the  record  yesterday. 
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Mr.  Foster.  Who  did  that  come  from  ? 
Mr.  Deane.  From  the  auditing  division. 

Mr.  Foster.  Do  you  know  the  reason  for  the  order  they  sent  out? 
Mr.  Deane.  I  do  not  think  the  order  gave  any  reasons.    I  think  the 
order  just  said  "  cancelling  previous  instructions." 
Mr.  Foster.  That  went  back  to  the  beginning,  did  it? 
Mr.  Deane.  Yes. 

Mr.  Foster.  Up  to  that  time  no  allowance  had  been  made  for  such  ? 
Mr.  Deane.  That  is  right. 

Mr.  Foster.  Do  you  know  any  reason  why  the  allowance  for  the 
past  launchings  should  have  been  three  times  the  size  for  those  to  be 
launched  thereafter?    Most  things  were  going  up,  weren't  they,  but 
the  prices  of  launchings  were  dropping. 
Mr.  Deane.  I  could  not  say. 

Mr.  Foster.  You  do  not  mow  any  reason  for  the  rule? 
Mr.  Deane.  No. 

Mr.  Foster.  Was  that  communication  given  publicity  among  the 
shipbuilding  concerns? 
Mr.  Deane.  No. 

Mr.  Foster.  Why  not.    That  was  established  in  March,  you  said  i 
Mr.  Deane.  In  February. 

Mr.  Foster.  Suppose  in  March  I  had  one  to  launch  down  here^ 
which  is  a  very  violent  supposition,  and  I  had  some  stenographer  in 
th?  offire  here  whom  T  thought  was  the  proper  sponsor,  shouldn''t  I 
know  whether  the  limit  was  $500  or  $1,500,  the  expense  I  could  go  to 
in  that  launching?  Wouldn't  that  determine  the  amount  I  niight 
care  to  invest  in  silverware,  lavellieres,  and  things  like  that?  "VHiy 
shouldn't  I,  as  a  shipbuilder,  know  the  limit  I  could  go  in  launcli- 
ing  that  ship  of  mine  ? 

Mr.  Deane.  This  order  provided  that  the  contractors  would  be  re- 
imbursed up  to  these  sums,  providing  they  had  actually  spent  the 
money.  This  order  did  not  state  that  a  copy  of  it  was  being  sent  to 
all  shipbuilders  or  we  should  send  a  copy  to  all  shipbuilders. 

Mr.  Foster.  But  you  appear  to  be  an  intelligent  man  in  the  conduct 
of  your  office  here  and  I  wondered  if  you  would  give  us  the  benefit  of 
your  reasoning  on  that  price.  Why  that  rule  should  come  along — 
why  we  should  not  all  be  put  on  an  equal  basis — ^those  outside  of  this 
thing — ^the  limit  and  the  brass  bands  and  other  things — ^manifestly 
the  other  things. 

Mr.  Deane.  I  would  rather  not  venture  an  opinion. 
Mr.  Kelley.  I  suppose,  Mr.  Deane,  this  rule  was  not  a  very  wise 
practice,  whatever  else  might  be  said  about  it? 
Mr.  Deane.  Wise? 
Mr.  Keluey.  Yes. 

Mr.  Deane.  I  think  it  looks  probably  a  whole  lot  worse  on  paper 
than  it  did  in  practice. 

Mr.  Kelmiy.  If  you  had  to  go  through  it  again,  you  would  prob- 
ably select  people  who  were  disinterested? 

Mr.  Deane.  You  mean  these 

Mr.  Kellet.  For  sponsors. 
Mr.  Deane.  Oh,  I  could  not  say  as  to  that. 
Mr.  Kelley.  That  is,  the  policy,  I  mean. 

Mr.  Deane.  I  thought  you  meant  the  policy  of  this  $1,500  per 
vessel. 


SHIPPING  BOARD   OPERATIONS.  643 

Mr.  Keli^y.  You  think  it  was  really  a  wise  policy  for  officers  and 
employees  to  permit  their  daughters  and  wives  to  act  as  sponsors, 
where  quite  valuable  gifts  came  along  as  a  part  of  the  launching? 

Mr.  Deane.  I  do  not  think  there  was  anything  very  wrong. 

Mr.  Kelley.'  Well,  it  is  just  one  of  those  things  that  better  be 
avoided,  isn't  it? 

Mr.  Deanb.  I  think  that  these  launching  occasions  were  considered 
more  in  a  social  way  than  they  were  in  a  business  way,  and  I  do  not 
think  it  should  make  very  much  difference*  as  to  whether  an  employee 
or  an  employee's  wife  or  an  employee's  daughter  should  christen  the 
vessel  or  should  not. 

Mr.  Kelley.  Well,  there  is  a  little  question,  about  whether  the 
manager  of  this  district  should  permit  his  wife  to  act  at  four  or 
five  launchings,  don't  vou  think,  and  receive  valuable  presents  from 
each  of  those  concerns!    Do  vou  think  that  looks  just  right? 

Mr.  Deane.  I  think  it  looks  all  right. 

Mr.  Kelley.  You  think  it  looks  all  right? 

Mr.  Foster.  He  means  the  launching  looks  all  right. 

Mr.  Kelley.  You  do  not  really  think  that  looks  all  right,  do  you  ? 

Mr.  Deane.  I  do  not  think  it  looks  so  very  bad ;  no,  sir. 

Mr.  Kelley.  You  do  not  think  it  looks  so  very  well  ? 

Mr.  Deane.  So  very  well? 

Mr.  Kelley.  Now,  suppose  it  turns  out  that  Mrs.  Maffee  received 
silverware,  pearls,  and  diamonds  at  these  launchings,  and  Mr.  Magee 
was  the  peneral  manager  of  this  office,  don't  you  think  that  is  a 
qiiestionaole  practice?  You  must  have  a  good  many  prominent  cit- 
izens in  Seattle ;  possibly  you  have  some  young  men  in  Seattle  who 
went  to  France  and  lost  their  lives  there — sons  of  prominent  fam- 
ilies, possibly.  Might  it  hot  be  a  little  more  appropriate  to  have  the 
sister  of  one  of  those  to  act  as  sponsor  than  to  have  Mrs.  Magee 
take  the  whole  thing — four  or  five  of  them  ? 

Mr.  Deane.  The  contractors  had  that  privilege  if  they  wanted 
to  exercise  it. 

Mr.  Kelley.  I  know ;  but  Mr.  Magee  was  the  district  manager — 
the  Government  official.  Should  he  have  permitted  it  there  in  his 
own  family  or  in  his  office?  Wouldn't  it  have  been  better  for  him 
to  have  gotten  some  daughter  of  a  prominent  family  or  some  family, 
probably,  not  prominent  at  all,  which  had  made  some  sacrifice  in 
the  war,  rather  than  to  pick  out  stenographers  in  this  manner  for 
these  valuable  gifts — for  this  recognition? 

Mr.  Deane.  1  think  that  is  more  of  a  matter  for  his  individual 
judgment  than  for  my  own. 

Mr.  Kelley.  I  am  asking  you  what  you  think  about  it,  because 
I  want  to  know  really  what  the  standard  of  this  office  is.  *  I  have  got 
you  selected  out  of  quite  a  list  as  being  a  pretty  high  type  and  won- 
dered if  you  had  the  same  view  about  this  as  the  management  had. 
Don't  you  think  you  better  revise  your  statement  and  say  if  you 
w^ere  manager  you  would  not  do  it  ? 

Mr.  Deane  No,  sir;  I  have  given  permission  to  one  of  my  resi- 
dent auditors  when  he  applied  for  it. 

Mr.  Kelley.  Well,  in  that  case — one  case  it  might  not  have  been 
so  bad,  but  where  the  practice  was  uniform 
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Mr.  Deane.  I  can't  go  back  on  my  actions.  I  ^ave  Mrs.  Searle 
permission  to  christen  that  boat  in  a  cost-plus  yard.  That  is  the 
last  boat  they  built  and  I  can  not  go  back  on  that. 

Mr.  Kelley.  That  is  all  right ;  perhaps  that  did  not  do  any  special 
harm,  but  hi§  policy  as  a  principle,  you  would  not  subscribe  to  it, 
now,  would  you?  Now,  let  me  ask  you  this:  Suppose  I  was  an 
inspector,  and  Mr.  Walsh  was  the  contractor,  and  when  the  time 
for  launching  came  some  member  of  my  family  was  picked  out  for 
a  valuable  present,  and  you  are  the  owner  now,  and  i  am  your  in- 
spector, you  probably  would  not  think  so  much  of  that  first  time, 
but  suppose  1  kept  that  up,  four  or  five  launchings — four  or  five 
times — would  you  begin  to  suspect  maybe  that  I  might  not  be  a  faith- 
ful inspector? 

Mr.  Deane.  If  you  performed  that  contract  in  the  same  yard, 
time  and  time  again,  I  would  begin  to  think  you  were  not  a  faithful 
inspector ;  providing  you  did  it  over  a  large  number  of  yards,  treated 
them  all  alike,  I  would  not  think  anything  about  it  at  all. 

Mr.  Kelley.  Suppose  you  were  an  owner  and  were  having  ships 
built  in  four  or  five  yards  and  I  was  the  inspector  in  every  one, 
would  the  situation  be  any  different? 

Mr.  Deane.  Somewhat  different;  yes. 

Mr.  Kelley.  What  would  it  be? 

Mr.  Deane.  The  number  of  vessels  launched  would  increase  and 
there  would  be  a  danger  of  more  crimes  being  committed— crimes — 
if  you  call  them  crimes. 

Mr.  Kelley.  The  chances  would  be  among  four  people  instead  of 
being  in  one  place? 

Mr.  Deane.  Yes. 

Mr.  Kelley.  Do  you  believe  it  good  policy  for  managers  to  accept 
very  valuable  gifts? 

Jir.  Deane.  No,  sir. 

Mr.  KJELLEY.  Even  upon  the  termination  of  their  contract? 

Mr.  Deane.  No,  sir. 

Mr.  Foster.  You  understood  Mr.  Magee  was  presented  with  a 
Pierce  Arrow,  didn't  you  ? 

Mr.  Deane.  No^  a  Cadillac. 

Mr.  Foster.  I  beg  your  pardon.    Blain  got  the  Pierce  Arrow. 

Mr.  Deane.  I  have  heard  so. 

Mr.  Foster.  You  have  seen  it,  haven't  you  ? 

Mr.  Deane.  No. 

Mr.  Foster.  You  have  never  seen  it  ? 

Mr.  Deane.  No. 

Mr.  Foster.  Haven't  ridden  in  it? 

Mr.  Deane.  No. 

Mr.  Foster.  Do  you  know  what  the  reasonable  value  of  a  Pierce 
Arrow  here  in  this  market  is,  not  as  a  purchaser,  but  as  a  worshiper? 

Mr.  Deane.  I  have  never  inquired. 

Mr.  Foster.  You  did  not  approve  of  that  policy,  did  you? 

Mr.  Deane.  No,  sir. 

Mr.  Hadley.  I  did  not  hear  the  examination  of  the  last  few 
moments— I  was  out  of  the  room — but  in  this  list  of  sponsors,  I 
want  to  identify  one  name,  if  you  know,  the  name  of  Mrs.  S,  G, 
Cosgrove.    Do  you  know  who  that  is? 
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Mr.  Deane.  Mr.  Cosgrove's  mother. 

The  Chairman.  Mr.  Deane,  did  you  recognize  the  distinction  be- 
tween the — for  instance,  the  employees  of  your  office,  if  you  were 
about  to  retire,  getting  together  and  presenting  a  little  testimonal 
in  recognition  of  the  cordial  relations  that  had  existed  between  the 
head  of  the  office  and  the  subordinates  under  him,  and  the  presenta- 
tion of  a  testimonal  by  parties  over  whom  you  had  supervision  by 
reason  of  contractual  relations  of  the  person  who  employed  you? 
Do  you  think  there  is  a  difference? 

Mr.  Deane.  I  think  it  is  perfectly  all  right  in  case  employees  want 
to  tender  somebody  a  gift  when  he  departs. 

The  Chairman.  You  think  that  is  a  little  different  case  than  the 
case  of  employees  of  a  yard  over  whom  you  appointed  an  inspector, 
or  over  which  you  have  some  supervisory  capacity  presenting  a  gift 
or  testimonial,  wouldn't  you;  there  would  be  a  little  difference  in 
those  two  cases  ? 

Mr.  Deane.  I  don't  quite  get  the  distinction. 

The  Chairman.  In  one  case  it  is  your  own  employees. 

Mr.  Deane.  Yes. 

The  Chairman.  With  whom  you  had  cordial  relations;  some  of 
whom  you  promoted,  others  had  worked  with  you  since  you  had 
charge,  of  them  giving  a  little  gift  as  you  are  about  to  retire  from 
office ;  the  other  case  is  of  employees  of  a  shipyard  over  which,  per- 
haps, you  had  the  charge  of  supervising  the  work,  and  with  whom 
you  came  in  close  contact,  to  require  changes  to  be  made  or  altera- 
tions or  to  pass  upon  the  character  of  the  work,  to  see  whether  it 
met  the  specifications  or  to  see  whether  it  did  not,  and  they  present 
vou  a  girt  as  you  are  about  to  leave  the  service  of  your  employer. 
Now,  isn't  there  just  a  little  distinction  between  those  two, cases? 

Mr.  Deane.  Yes ;  there  is  a  distinction. 

The  Chairman.  And  perhaps  the  former  case  would  be  less  sub- 
ject to  criticism  than  the  latter,  wouldn't  it? 

Mr.  DeaKe.  I  do  not  think  the  former  case  should  be  subject  to 
any  criticism. 

The  Chairman.  The  latter  might  ? 

Mr.  Deane.  Yes. 

The  Chairman.  At  least  the  motives  might  be  questioned? 

Mr.  Deane.  Yes,  sir ;  that  is  the  point. 

The  Chairman.  And  there  might  exist  some  really  improper  mo- 
tive in  the  latter  case? 

Mr.  Deane.  There  might  exist ;  yes. 

Mr.  Foster.  For  instance,  Mr.  Blain  going  out  and  Mr.  Magee 
coming  in,  the  public  belief  that  they  were  good  friends,  and  Mr. 
Magee  would  follow  out  the  policy  of  Mr.  Blain,  a  man  in  Hamilton's 
position — for  him  to  request  an  association,  at  which  he  was  the  head, 
to  contribute  an  automobile,  the  business  judgment  of  the  man  that 
refused  would  not  be  good,  would  it  ?  It  is  so  apparent  I  will  with- 
draw the  question  unless  you  want  to  answer.  Do  you  want  to 
answer  it  ? 

Mr.  Deane.  No  ;  T  do  not  want  to  answer  it. 

Mr.  Foster.  I  will  withdraw  it. 

The  Chairman.  I  think  that  is  all  at  present. 

(The  witness  was  excused.) 
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The  Chairman.  Mr.  Ward,  you  are  willing  to  give  the  committee 
some  information  in  reference  to  Grays  Harbor? 
Mr.  Ward.  Yes. 

TESTIMONY  OF  ME.  M.  K.  WASJ),  MANAOEE  OEAYS  HASBOB 
MOTOESHIF  COBJPORATION,  ABERDEEN,  WASH. 

(The  witness  was  duly  sworn  by  the  chaintian.) 

The  Chairman.  Give  your  name  to  the  stenographer,  Mr.  Ward, 
and  your  address. 

Mr.  Ward.  M.  R.  Ward,  Aberdeen,  Wash. 

The  Chairman.  You  are  manager  or  superintendent  of  the  Grays 
Harbor  Motorship  Corporation? 

Mr.  Ward.  I  am  manager. 

The  Chairman.  Do  you  have  supervision  of  the  construction  work 
at  that  yard  ? 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  How  many  subordinates  in  a  supervisory  capacity 
do  you  have  under  you? 

Mr,  Ward.  Well,  that  would  be  hard  to  say,  going  right  down  the 
line  in  the  organization,  of  course. 

The  Chairman.  Well,  how  many  assistants  do  you  have  ? 

Mr.  Ward.  Well,  we  have  an  auditing  system. 

The  Chairman.  No  ;  in  the  construction  work  ? 

Mr.  Ward.  In  the  construction  work?  W^U,  our  plant  is  really 
divided  into  two  departments,  hull  department  and  machinery  de- 
partment, and  I  have  a  superintendent  for  each  of  those,  and  he  has 
his  foreman,  etc. 

The  Chairman.  How  many  ships  have  you  had  under  contract  with 
the  Fleet  Corporation  at  the  Grays  Harbor  yard? 

Mr.  Ward.  Twenty-one.    No ;  we  had  25  all  told. 

The  Chairman.  llow  many  ways  have  you? 

Mr.  Ward.  Eight.  ^       '  ' 

The  Chairman.  How  many  ships  have  been  canceled? 

Mr.  Ward.  Four. 

The  Chairman.  Any  reinstated? 

Mr.  Ward.  Two  were  suspended  and  then  later  reinstated.  They 
were  all  at  first  suspended,  and  then  four  were  ultimately  canceled 
definitely. 

The  Chairman.  Did  you  construct  the  ship  complete  there  at  the 
Grays  Harbor  yard? 

Mr.  Ward.  Yes. 

The  Chair!v[an.  You  did  not  have  separate  contracts  for  installa- 
tions? 

Mr.  Ward.  The  contracts  are  divided ;  yes.  We  have  hull  contracts 
and  mac'hinerv  contracts. 

The  Chairman.  How  many  hull  contracts  did  you  have  in  which 
you  did  not  install  the  machinery? 

Mr.  Ward.  Eight. 

The  Chairman.  And  in  the  balance  thev  were  for  the  completed 
shi])s  and  separate  contracts  for  installation? 

Mr.  Ward.  Yes. 
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.    The  Chairman.  Was  there  any  difference  in  the  form  of  the  con- 
steSedr'  ^^"^P^^*^^  ship  »^"d  for  the  ship  with  imichinery  in- 

Mr.  Ward.  The  Fleet  Corporation  furnished  the  material  for  the 
-completed  ship  for  the  installation. 

The  Chairman.  You  got  a  fee  for  the  installation  ? 

Mr.  V\  ARD.  Well,  there  was  a  lump  sum  for  the  installation.    We 
lia<f  a  lump-sum  arrangement  on  the  contract  for  the  installation  of  * 
the  machinery  and  the  hull  also. 

The  Chairman.  You  got  your  profits  out  of  the  lump  sum  for  in- 
-stallation? 

Mr.  Ward.  We  had  a  specific  lump  sum  to  coyer  overhead,  profit, 
plant,  and  those  items. 

TTie  Chairman.  Now,  did  that  vary  in  the  individual  contracts? 
Mr.  Ward.  Yes. 

The  Chairman.  What  was  the  largest  sum  you  were  allowed  for 
•overhead,  profits,  and  the  other  items? 

Mr.  Ward.  I  think  in  the  neighborhood  of  $65,000,  when  we  first 
started  the  plant;  it  was  to  cover,  plant,  overhead,  and  profit;  the 
three  items. 

The  Chairman.  Is  lumber  being  received  at  the  Grays  Harbor 
yard  that  has  been  purchased  by  Mr.  Magee  ? 

Mr.  Ward.  It  is  all  there  that  the  Government  is  delivering  to  us. 

The  Chairman.  What  do  you  do  with  that  lumber? 

Mr.  Ward,  We  are  building  four  five-mast  brigantines — lumber 
•carriers. 

The  Chairman.  For  whom? 

Mr.  Ward.  For  ourselves. 

The  Chairman.  Is  this  lumber  of  the  same  character  and  quality 
that  you  used  in  the  yard  in  constructing  ships  under  contract  with 
the  Fleet  Corporation? 

Mr.  Ward.  Well,  it  may  be  said  to  be  of  the  same  quality  and  char- 
acter, but  the  specifications  of  dimension  is  different. 

The  Chairman.  The  dimensions  used  in  the  Fleet  Corporation  con- 
tracts require  larger  sizes  or  smaller  sizes  ? 

Mr.  Ward.  Well,  we  are  building  a  different  type  of  ship  than  the 
other  people,  you  understand ;  different  timber  schedule  and  different 
timber  specifications. 

The  Chairman.  What  type  of  ship  do  you  build  at  Grays  Harbor? 

Mr.  Ward.  Our  own  type. 

The  Chairman.  Who  was  your  architect? 

Mr.  Ward.  I  designed  the  boat. 

The  Chairman.  So  it  is  the  Ward  type  of  boat  ? 

Mr.  Ward.  They  have  been  called  that.  The  lumber  being  pur- 
chased there  is — it  can  be  said  to  be  ship  specification,  some  of  it  was 
left  over ;  it  is  a  miscellaneous  assortment,  you  see. 

The  Chairman.  Did  you  purchase  the  lumber  for  the  construction 
of  the  ships  under  contract  with  the  Fleet  Corporation  ? 

Mr.  Ward.  I  did  not  underetand  you. 

The  Chairman.  Did  the  Grays  llarbor  Corporation  buy  the  lum- 
ber which  you  used  in  constructing  ships  under  the  contracts  with 
the  Fleet  Corporation  ? 

Mr.  Ward.  Yes;  we  did. 
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The  Chairman.  Now,  how  much  did  you  pay  for  that  lumber  per 
thousand,  board  measure? 

Mr.  Ward.  We  paid  $35  to  start  with,  and  later  $40. 

The  Chairman.  Now,  this  lumber  is  being  delivered  to  you  at  your 
yard  that  has  been  purchased  by  Mr.  Magee ;  do  you  know  how  much 
you  arepaying  for  it ? 

Mr.  Ward.  I  do  not  know,  sir. 

The  CHAiR3f  AN.  You  did  not  make  the  purchase  ?  * 

Mr.  Ward.  No  ;  I  did  not. 

The  Chairman.  Who  conducted  the  negotiations  with  Mr.  Magee  ? 

Mr.  Ward.  Mr.  Shorts  made  the  purchase. 

The  Chairman.  Mr.  Shorts? 

Mr.  Ward.  Yes. 

The  Chairman.  You  never  heard  how  much  was  paid  for  that 
lumber  by  Mr.  Magee? 

Mr.  Ward.  I  don't  recall  what  was  paid  to  Mr.  Magee  for  the  lum- 
ber. I  know  what  the  Fleet  Corporation  received,  I  believe.  I  do 
not  know  what  Capt.  Magee  received  for  it,  but  that,  I  think,  is  all  a 
matter  of  record. 

The  Chairman.  How  many  ships  have  you  under  construction 
there  for  the  Fleet  Corporation  at  the  present  time  ? 

Mr.  Ward.  We  have  one  left,  which  should  be  finished 

The  Chairman.  Where  are  all  the  rest? 

Mr.  Ward.  They  are  at  sea,  except  three  hulls  with  no  machinery. 
Thev  are  in  the  lake. 

Tne  Chairman.  Lake  Union? 

Mr.  Ward.  Yes. 

The  Chairman.  Do  you  know  the  number  of  those  hulls? 

Mr.  Ward,  2677,  2678,  and  2680. 

The  Chairman.  Do  yon  know  the  rating  of  your  ships  as  to  capac- 
ity, dead- weight  tons? " 

Mr.  Ward.  Yes. 

The  Chairman.  What  is  it  ? 

Mr.  Ward.  It  varies  between  4,000  and  4,100  tons.  , 

The  Chairman.  That  is  the  rating? 

Mr.  Ward.  Yes. 

The  Chairman.  Lloyd's  established  the  dead-weight  on  one  ship, 
for  instance,  at  4,071,  aiad  on  another  at  4,100. 

Mr.  Ward.  The  ships  varied  that  much. 

The  Chairman.  Were  all  your  ships  rated  ? 

Mr.  Ward.  All  but  two. 

The  Chairman.  What  was  the  capacity  of  the  two  that  were  not 
rated? 

Mr.  Ward.  They  were  the  same  type,  presumably  the  same  capacity. 

The  Chairman.  You  say  that  the  actual  rating  or  capacity  of  the 
ships  that  you  constructed  there  in  dead-weight  tonnage  was  greater 
than  3,600  or  3,700  tons  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Now,  you  had  more  or  less  difficulty  at  the  Gravs 
Harbor  yard  with  reference  to  classification,  did  vou  not  ? 

Mr.  Ward.  Yes. 

The  Chairman.  How  did  that  come  to  happen? 

Mr.  Ward.  Well,  I  will  have  to  start  at  the  beginning.  I  prepai-ed 
prehmmary  plans  to  go  east  with  Mr.  Schubach  for  the  purpose  of 
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getting  contracts  before  any  Government  plans  were  out.  They  were 
taken  back  there,  rehashed,  and  the  specifications  rewritten  and 
brought  back  here  with  the  plans  approved  by  the  American  Bureau 
of  Shipping.  The  plans  came  to  me  approved,  and  I  was  ordered  to 
build  the  ships  according  to  those  plans  and  specifications,  which  we 
proceeded  to  do,  and  I  think  we  launched  two  ships  under  that  ar- 
rangement. The  American  Bureau,  I  believe,  was  in  the  yard  two 
or  three  times  during  that  period,  and  about  that  time  the  American 
Bureau  of  Shipping  wrote  a  letter  to  their  local  ofiice  advising  a 
change  in  the  construction  from  what  had  been  approved ;  a  change  in 
the  design  of  the  ship,  which  required  changing  the  model  and  the 
lines  of  the  ship. 

The  Chairman.  The  American  Bureau  did  that  ? 

Mr.  Ward.  The  American  Bureau  did  that.  The  letter  was  sub- 
mitted to  me  and  I  replied  to  it  outlining  the  reasons  why  we  could 
not  make  that  change  on  certain  ships  and  quoting  the  terms  in  our 
contract.  There  was  no  reply  to  that  letter,  and  in  March  some  time, 
in  the  early  part  of  March,  Mr.  Allen,  representing  the  American 
Bureau  of  Shipping,  came  to  our  yard,  inspected  the  ships,  and 
ordered  that  these  changes  be  made,  or  advisedus  that  the  ships  were 
not  acceptable  without  those  changes,  which  they  had  made  over  the 
approved  plan,  and  during  the  course  of  the  conversation  there  was — 
which  was  more  or  less  heated — Mr.  Allen  decided  to  leave  the  yard, 
and  withdrew  his  inspectors,  and  we  heard  no  more  from  the  Ameri- 
can Bureau  of  Shipping. 

The  Chairman.  Did  their  inspectors  ever  return  to  the  yard  ? 

Mr.  Ward.  No;  they  returned  there  once  at  a  later  time  to  make 
a  survey,  but  went  into  the  yard  without  consulting  anyone  there, 
simply  going  through  the  gate,  made  their  private  inspection,  and 
would  not  give  us  an  opinion  as  to  what  their  report  would  be  or 
what  comments  they  had  to  make  on  it. 

The  Chairman.  Well,  how  did  it  happen  that  the  ships  were  de- 
livered without  the  classification  of  the  American  Bureau  ? 

Mr.  Ward.  Because  we  could  not  secure  the  classification  of  the 
American  Bureau. 

The  Chairman.  And  the  Emergency  Fleet  Corporation  accepted 
them  without  any  classification? 

Mr.  Ward.  They  accepted  them,  I  believe,  contingent  upon  classi- 
fication. I  am  not  familiar  with  what  took  place  at  that  time,  ex- 
cept that  they  were  mighty  anxious  to  get  ships,  and  they  took  the 
ships  at  that  time ;  this  thing  was  under  consideration  then. 

The  Chairman.  Well,  is  it  a  fact  that  some  of  the  ships  which 
were  delivered  subsequently  developed  defects  and  had  to  be  re- 
paired ? 

Mr.  Ward.  Why^  one  that  sank  off  the  coast  of  Mexico,  investiga- 
tion in  San  Francisco  was  made,  and  they  can  give  you  the  facts 
regarding  that.    The  blame  was  placed  on  the  officers  on  the  ship. 

The  Chairman.  Blame  was  placed  upon  the  officer  or  master  of 
the  ship  for  not  making  port  earlier,  wasn't  it  due  to  the  leaky  con- 
dition of  the  ship  ? 

Mr.  Ward.  I  do  not  know  exactly  what  the  reason  was,  but  the 
ship  apparently  floated  ashore  without  sinking  and  was  inspected 
by  a  marine  surveyor  in  San  Francisco,  the  report  showing  no  signs 
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of  structural  weakness.    The  seams  had  not  worked  or  the  cement 
had  not  cracked  even  after  going  ashore. 

The  Chairman.  How  did  the  water  get  in  there? 

Mr.  Ward.  We  do  not  know  how  much  water  was  in  there.  We 
know  she  was  not  full,  because  she  floated  ashore.  She  probably 
leaked,  because  the  first  ships  were  leaking;  the  oakum  was  defec- 
tive. We  brought  in  new  caulkers,  fellows  who  were  inexperienced. 
There  were  only  eight  caulkers  in  the  district  when  we  began ;  that 
is,  who  knew  how  to  do  caulking,  and  we  called  the  attention  of  the 
Fleet  Corporation  to  that  in  a  letter. 

The  Chairman.  Do  vou  recall  any  particular  controversy  you 
were  having  with  the  American  Bureau  in  October,  1918,  i-elative 
to  the  classification  of  hull,  1896? 

Mr.  Ward.  At  what  time? 

The  Chairman.  October,  1918. 

Mr.  Ward.  No;  we  had  no  controversy. 

The  Chairman.  Well,  I  will  read  you  a  letter  from  the  Americ^m 
Bureau,  dated  October  9,  1918,  si^ed  by  B.  B.  Whitney,  surveyor 
of  the  American  Bureau  of  Shipping,  to  Capt.  Magee,  in  which  he 
states,  among  other  things : 

It  has  always  been  our  understanding  that  every  man,  even  though  he  may 
hold  the  humble  position  of  a  surveyor  to  a  classification  society,  is  entitled  to 
a  reasonable  amount  of  courtesy.  Yet  when  our  surveyors'  visited  the  yard  of 
the  Grays  Harbor  Motorship  Corporation  upon  a  certain  occasion,  the  dis- 
courteous attitude  of  the  builders  made  it  impossible  for  us  to  continue  any 
further  survey  at  that  time.  At  the  time  of  our  visit  above  referred  to  it  was 
our  purpose  to  survey  .the  vessels  to  see  if  the  builders'  construction  and  work 
were  of  a  character  and  quality  that  would  entitled  these  vessels  to  the 
classification  that  the  American  Bureau  of  Shipping  wished  to  give  thenti,  and 
if  not.  to  bring  them  up  to  the  desired  standard.  But  we  found  it  quite  im- 
possible, because  of  the  builders'  abusive  attitude,  to  carry  out  any  negotiations 
of  this  kind.  We  are  quite  unable  to  understand  how  anyone,  except  possibly 
the  builder,  should  take  any  exception  to  such  recommendations  as  are  neces- 
sary, in  the  opinion  of  the  surveyor,  to  put  the  vessel  in  a  seaworthy  condition. 
Surely  the  owner's  interests  do  not  suffer  by  a  strict  requirement  and  careful 
survey. 

Do  you  remember  any  controversy  now  which  occasioned  the 
writing  of  that  letter  to  the  Fleet  Corporation  ? 

Mr.  Ward.  I  never  heard  of  that  letter.  I  did  not  know  we  were 
having  any  negotiations  at  that  time.  I  think  what  that  refers  to  is 
the  controversy^  that  arose  in  March  of  that  year,  but  I  had  no  knowl- 
edge of  that  letter  bein^  written  at  that  time. 

The  Chairman.  Well,  did  you  have  a  controversy  in  March  ot 
that  year  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Do  you  remember  any  abusive  attitude  on  the 
l)art  of  the  builders  toward  these  inspectors? 

Mr.  Ward.  W^ell,  I  wouldn't  say  abusive,  simply  this :  I  met  Mr. 
Allen  for  the  first  time — T  am  not  normally  ill-tempered ;  <jret  alon^r 
with  most  people;  but  we  went  out  into  the  yards.  It  seems  he  had 
a  chip  on  his  shoulder  from  the  moment  I  met  him.  lie  was  an 
elderly  gentleman  and  I  respected  his  years.  We  ^ot  out  into  the 
boat,  and  it  was  simply  a  ])roposition  of  faultfinding  from  the 
moment  I  met  him  until  he  came  back  into  the  office,  to  wliich  T  did 
not  reply  in  any  other  than  a  <rentlemanly  way.  We  got  into  the 
office  and  during  all  this  time  he  had  some  young  fellow  with  him 
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making  notes  of  everything  that  was  said.  We  got  into  the  office  and 
1  called  Mr.  Schubach's  attention  to  the  chap  that  was  making  notes, 
and  thought  if  he  was  doing  so  we  ought  to  be  entitled  to  a  copy. 
Mr.  Schubach  blew  up,  you  might  say.  I  think  the  gentleman  who 
i^vould  take  the  privilege  of  taking  notes  of  a  conversation  without 
:at  least  mentioning  it  or  offering  to  supply  a  copy  of  it — and  I  don't 
remember  the  words,  but  Mr.  Schubach  blew  up  and  would  not 
tolerate  the  thing.  Mr.  Allen  took  his  notes  and  went  out  and  that 
was  the  end  of  the  affair ;  that  was  all  that  was  said. 

The  Chairman.  Do  you  remember  any  controversy  in  September 
•of  1918,  with  reference  to  the  classification  of  ships  at  Grays  Harbor, 
^which  would  have  occasioned  the  sending  of  the  following  telegram 
from  Mr.  Pigott  to  the  Fleet  Corporation  at  Philadelphia  ? 

Referring  to  E.  T.*8  letter  September  14,  rejjresentative  of  Lloyds  here 
advises  that  they  received  no  intimation  from  Schubach  or  otherwise  that  these 
vessels  were  to  be  classified  by  Lloyds.  They  have  had  nothing  to  do  with 
construction,  nor  have  they  kept  in  touch  with  progress  of  the  work.  As  I 
advised  you  before,  all  statements  of  Mr.  Schubach  are  absolutely  unworthy, 
rand  I  advise  you  to  take  all  such  matters  ui>  with  Lloyds  American  office,  in 
New  York. 

(Signed)  Pioott. 

Do  you  recall  any  such  controversy  you  were  having  with  refer- 
•ence  to  your  vessels  being  classified  by  Lloyds  f 

Mr.  Ward.  We  suggested,  I  believe,  at  that  time  to  the  Fleet  Cor- 
poration we  would  have  these  vessels  classed  by  Lloyds  survey  for 
the  purpose  of  classification. 

The  Chairman.  But  the  contract  called  for  the  American  Bureau 
of  Classification,  did  it  not? 

Mr.  Ward.  Yes. 

The  Chairman.  And  did  the  Fleet  Corporation  ever  agree  to  the 
change  ? 

Mr.  Ward.  I  couldn't  tell  vou:  I  do  not  know  whether  thev  did  or 
not. 

The  Chairman.  Why  did  you  desire  to  have  them  classified  by 
Lloyds  if  your  contract  called  for  the  American  bureau? 

Mr.  Ward.  Because  we  could  not  get  the  American  bureau  to 
•class  them ;  Lloyds  is  considered  a  much  bettfer  classification. 

The  Chairman.  Whether  the  Lloyds  was  better  or  not,  the  con- 
tract called  for  the  American  bureau  and  the  American  bureau  re- 
fused to  classify  them  because  changes  which  they  called  for  to  be 
made  were  not  made ;  isn't  that  it? 

Mr.  Ward.  That  is  correct.  Changes,  however,  over  and  above 
the  approved  plan.  The  classification  society  approves  plans  that 
you  prepare  and  states  to  you  for  you  to  build  according  to  that  plan 
and  the  ships  will  be  acceptable  to  classification.  We  built  according 
to  that  plan  and  the  ships  were  not  acceptable.  However,  after  the 
•controversy  of  March,  Mr.  Allen  wrote  a  letter  of  recommendations 
of  changes  in  those  ships  and  we  immediately  put  those  changes  into 
effect  and  changed  all  the  ships  previously  launched  and  brought 
them  up  to  his  requirements.  Still  there  was  no  classification  avail- 
able ;  we  did  that  work,  made  all  the  recommendations  he  desired. 

The  Chairman.  You  stated  that  you  did  make  all  the  changes  that 
the  American  bureau  called  for? 

Mr.  Ward.  Yes,  sir. 
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The  Chairman.  If  that  is  so  why  weren't  all  those  ships  classified f 

Mr.  Ward.  They  would  not  send  their  inspectors  there  to  survey" 
tliem. 

The  Chairman.  Well,  was  that  because  of  the  treatment  Mr. 
Allen  had  received  ? 

Mr.  Ward.  Apparently. 

The  Chairman.  Do  you  think"they  were  warranted  in  declining 
to  send  their  inspectors  there  if  Mr.  Allen  was  treated  as  he  states 
he  was? 

Mr..  Ward.  I  do  not. 

The  Chairman.  The  inspectors  of  the  Fleet  Corporation  had  a 
great  many  recommendations  to  make  with  reference  to  ships  under 
constructon  there,  did  they  not? 

Mr.  Ward.  Yes. 

The  Chairman.  Was  that  due  to  inexperienced  workmen  or  poor 
material  ? 

Mr.  Ward.  The  recommendations  that  the  Fleet  Corporation  in- 
spectors made? 

The  Chairman.  Yes. 

Mr.  Ward.  Most  of  it  was  due  to  changes  coming  from  the  home 
office;  changes  of  plans,  etc.  In  connection  with  the  American 
Bureau  classification,  I  might  say  that  the  American  Bureau  classed 
three  vessels  we  built  for  private  interests  before  we  became  involved 
in  the  (jovernment  shipouilding  program,  on  which  they  never 
had  a  surveyor,  had  never  seen  them ;  m  fact,  the  ships  were  at  sea 
when  they  were  classed. 

Mr.  Keli^y.  Was  that  while  Mr.  Blain  was  their  agent  at  this 
point  ? 

Mr.  Ward.  Xo:  they  were  classed  in  the  New  York  office. 

The  Chairman.  AVell,  did  you  have  any  trouble  with  the  inspectors 
that  went  there  from  the  Fleet  Corporation's  office? 

Mr.  Ward.  More  or  less  trouble. 

The  Chairman.  What  was  the  trouble  about? 

Mr.  Ward.  Well,  making  changes  without  authority ;  changes  over 
the  contract  without  giving  us  proper  authority  or  compensating 
us  for  the  same. 

The  Chairman.  Well,  of  course,  if  an  inspector  saw  work  being- 
done  which  he  deemed  was  not  in  accordance  with  the  contract  he 
had  authority  to  have  it  changed,  didn't  he? 

Mr.  Ward.  Yes. 

The  Chairman.  In  some  vessels  which  were  under  construction 
they  did  order  changes? 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  And  thev  were  not  made? 

Mr.  Ward.  I  do  not  recall  anything  that  was  not  made.  I  do  not 
recall  any  changes  that  were  requested  that  were  not  made. 

The  Chairman.  Do  you  remember  what  ship  hull  55  was? 

Mr.  Ward.  Yes. 

The  Chair3ian.  What  was  the  name  of  her? 

Mr.  Ward.  Ahrogata, 

The  Chairman.  Do  you  recall  that  in  the  construction  work 
of  that  ship  it  became  necessary  to  back  out  675  treenails? 

Mr.  Ward.  Yes,  sir. 
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The  Chairman.  And  put  in  1^50  additional  treenails  and  50  boat 
bolts? 

Mr.  Ward.  Yes. 

The  Chairman.  Also  40  boat  bolts  in  the  bottom  planking — 150 
additional  spikes  in  the  bottom  planking  to  bring  the  fastenings  to 
the  American  Bureau  requirements? 

Mr.  Ward.  I  might  explain  that.  At  the  time  those  boats  were 
built  fasteners  were  not  required.  We  pioneered  in  the  whole  show ; 
we  pioneered  the  building  and  we  pioneered  the  trouble ;  we  built  the 
first  ships ;  we  completed  the  first  ships  and  had  all  the  troubles  at 
that  time. .  When  that  boat  was  launched  there  was  no  machinery 
put  aboard  her,  the  fastening  plan  was  not  complete,  and  it  later 
developed  the  proper  fastening  plan  and  we  put  in  the  treenails  to 
make  that  ship  come  up  to  American  Bureau  classification. 

The  Chairman.  That  was  in. May,  1918? 

Mr.  Ward.  Yes,  sir ;  that  is  when  she  went  on  the  dry  dock. 

The  Chairman.  That  is  when  these  additional  changes  had  to  be 
made? 

Mr.  Ward.  Yes,  sir. 

The.  Chairman.  Do  you  think  that  showed  proper  workmanship 
in  launching  a  ship  in  the  condition  which,  wheji  she  was  put  upon 
the  dry  dock,  required  all  this  additional  work  to  be  done? 

Mr.  Ward.  Well,  as  I  explained  that  work,  we  did  not  know  what 
the  requirements  were  at  that  time,  you  see. 

The  Chairman.  But  even  though  you  did  not,  would  you  say  that 
was — even  though  you  did  not  know  what  the  requirements  were, 
don't  you  think  it  was  poor  workmanship  in  constructing  a  ship  and 
launching  her  and  then  finding  that  1,200  additional  treenails  had 
to  be  driven,  675  had  to  be  backed  out,  and  all  these  additional  bolts 
had  to  be  put  in  ? 

Mr.  Ward.  That  was  a  que^ion  whether  that  was  necessary.  Ships 
built  previouslv  and  classed  according  to  Lloyds,  and  if  brought 
up  to  the  classification  at  that  time  would  have  had  the  same  propor- 
tion of  additional  fastenings.  Those  boats  are  sailing  to-day  and 
win  make  a  good  account  of  themselves.  Loose  treenails  might  have 
been  due  to  careless  work  which  can  not  be  avoided. 

The  Chairman.  Loose  treenails  is  something  that  happens  quit^ 
frequently  in  shipyards? 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  It  is,  of  course,  something  that  can  not  be  discov- 
ered unless  careful  watch  is  had  over  the  work  ? 

Mr.  Wai{d.  W^e  used  to,  in  the  old  days,  have  two  men  that  drove 
all  treenails  and  drove  them  with  a  beetle  bv  hand,  and  we  never  had 
any  loose  treenails,  because  those  two  men  were  responsible.  In 
these  days  we  have  a  dozen  men  driving  treenails  and  to  watch  them 
all  is  impossible. 

The  Chairman.  Drove  them  with  a  beetle? 

Mr.  Ward.  Yes;  we  now  drive  them  with  an  air  hammer. 

The  Chairman.  What  was  it  about  the  construction  of  the  Wes- 
cott^  hull  56,  which  made  it  necessary  for  the  Fleet  Corporation  to 
direct  the  Dry  Dock  Construction  Co.  to  purchase  the  necessary  equip- 
ment to  complete  this  steamer,  because  of  the  lack  of  cooperation  on  , 
the  part  of  the  Grays  Harbor  Motorship  Corporation  ? 
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Mr.  Ward.  I  do  not  know  what  material  they  refer  to. 

The  Chairman.  Well,  do  you  remember  whether  or  not  you  had 
the  necessary  equipment  to  complete  that  hull? 

Mr.  Ward.  That  was  the  first  completed  steamer  delivered  in  this 
district.  Whether  that  refers  to  machinery  installation  equipment, 
I  do  not  know. 

The  Chairman.  What  is  the  reference  '"  action  made  necessary 
through  lack  of  cooperation  "  of  your  office,  referring  to  the  Grays 
Harbor  Corporation  f 

Mr.  Ward.  I  do  not  recall  any  controversy  at  that  time. 

The  Chairman.  Do  you  recall  any  lack  of  cooperation? 

Mr.  Ward.  No  ;  I  do  not. 

The  Chairman.  Well,  in  your  first  operations  before  the  plans  got 
definitely  agreed  upon,  before  your  yard  got  running  smoothly,  thera 
w- as  a  great  many  occasions  for  controversy  between  j^our  concern  and 
the  district  office  here,  was  there  not  ? 

Mr.  Ward.  More  or  less;  I  do  not  think  any  more  than  the  rest 
of  them.    They  were  all  about  in  the  same  boat. 

The  Chairman.  You  do  not  think  you  had  any  more  disputes  or 
controversies  arising  between  the  district  office  and  your  yard  than 
the  other  yards? 

Mr.  Ward.  Well,  of  course,  I  am  not  in  a  position  to  state.  We  had 
enough,  I  know  that. 

The  Chair3ian.  Would  you  be  surprised  to  know  that  the  in- 
spectors that  visited  your  yard  expressed  the  opinion  they  had  more 
trouble  there  than  in  any  other  wood  yard,  except  one,  in  this  district  i 

Mr.  Ward.  Well,  I  don't  know ;  some  of  the  inspectors  I  would  not 
be  surprised ;  one  of  them  in  particular. 

The  Chairman.  Which  one? 

Mr.  Ward.  Hubbard. 

The  Chairman.  Would  you  be  surprised  if  it  were  an  inspector 
who  was  later  thought  qualified  for  a  substantial  promotion,  expressed 
that  opinion  ? 

Mr.  Ward.  No  ;  we  had  considerable  trouble.    Always  have  had. 

The  Chairman.  There  Avas  considerable  delay  in  completing  ships 
there  for  a  while? 

Mr.  Ward.  Yes. 

The  Chairman.  What  was  that  due  to? 

Mr.  Ward.  We  could  not  get  materials  and  w^e  could  not  get 
equipment. 

The  Chairman.  There  was  considerable  equipment  that  had  been 
intended  for  other  yards  that  was  sent  to  your  yard  at  one  spell, 
was  there  not? 

Mr.  Ward.  I  do  not  recall  that.  I  think  there  was  considerable 
equipment  that  should  have  gone  to  our  yard,  that  went  to  the  others. 
I  Know  of  some  engines  that  did. 

The  Chairman.  We  find  that  in  a  few  of  the  yards  that  they  have 
a  similar  idea.  They  state  that  equipment  intended  for  them  was 
sent  elsewhere  and  some  of  them  say  it  was  sent  to  this  yard;  some 
of  them  say  it  went  to  the  other ;  some  of  them  have  said  that  mate- 
rial and  equipment  which  they  should  have  gotten  was  sent  to  Grays 
^  Harbor.    You  have  no  knowledge  of  that? 

Mr.  Ward.  No. 
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The  Chairman.  The  only  material,  equipment,  and  supplies  that 
you  received  was  that  which  you  had  a  right  to  expect  under  your 
contract? 

Mr.  Ward.  Yes. 

The  Chairman.  You  received  no  surplus  and  there  is  no  surplus 
of  material,  equipment,  or  supplies  there  now? 

Mr.  Ward.  Yes;  there  is  a  surplus  there  now;  a  surplus  in  this 
way :  Intended  for  those  canceled  ships  we  had.  Later  on  in  the 
^ame  they  were  shooting  material  so  fast  that  nobody  could  handle 
it,  after  the  plants  got  in  operation. 

The  Chairman.  I  did  not  get  that. 

Mr.  Ward.  Later  on  in  the  game  when  the  Fleet  Corporation 
became  organized  and  the  installation  plants  kept  shooting  the 
material  faster  than  it  could  be  used  and  wanted  in  certain  things 
and  in  other  lines  you  could  not  get  what  you  wanted.  As  a  matter 
of  fact,  to-day  we  have  spent  a  considerable  sum  of  money  for  small 
bolts,  fittings,  and  various  things  to  build  these  ships  that  we  could 
not  get  paid  for.  Always  have  had  this  trouble.  We  are  so  far 
from  this  oflSce  we  could  not  get  dispatch ;  local  fellows  could  get  in 
on  that,  but  we  were  obliged  to  supply  it  out  of  our  own  pocket. 

The  Chairman.  Is  there  more  than  enough  material  to  build  the 
ships,  the  contracts  for  which  were  canceled? 

Mr.  Ward.  No  ;  there  is  not  enough. 

The  Chairman.  There  is  not  enough  lumber  or  timber? 

Mr.  Ward.  The  Fleet  Corporation  had  nothing  t^  do  with  our 
lumber;  we  bought  that  ourselves;  we  had  our  own  mill  in  the  yard; 
we  had  an  interest  in  the  mill. 

The  Chairman.  What  is  the  nature  of  the  equipment  that  is  there 
that  was  intended  for  these  ships  that  were  canceled? 

Mr.  Ward.  Engine-room  auxiliaries  and  pump  outfit;  auxiliary 
engines,  pumps,  and  dynamos. 

The  Chairman.  Pumps,  dynamos,  and  things  of  that  sort? 

Mr.  Ward.  Yes. 

The  Chairman.  The  Fleet  Corporation  furnished  them,  did  it? 

Mr.  Ward.  Yes. 

The  Chairman.  The  Grays  Harbor  Motorship  Corporation  built 
the  steamer  Aberdeen f 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  Which  established  the  record  for  the  construction 
of  a  wooden  ship  in  the  United  States? 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  How  many  days  did  it  take  to  build  that  boat, 
Mr.  Ward? 

Mr.  Ward.  Twenty-three  and  one-half  days. 

The  Chairman.  Tnat  is  for  the  hull  ? 

Mr.  Ward.  For  the  completed  ship. 

The  Chairman.  Ready  for  sea? 

Mr.  Ward.  At  sea ;  23^  days. 

The  Chairman.  Did  she  encounter  any  difficulties  or  trouble  after 
her  delivery? 

Mr.  Ward.  SJie  seems  to  be  giving  a  very  good  account  of  herself. 

The  Chairman.  Was  the  ship  Blackford  constructed  at  Aberdeen? 

Mr.  Ward.  Yes,  sir. 
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The  Chairman.  She  encountered  some  difficulties.  Was  that  the 
ship  that  got  into  trouble  off  Mexico? 

Mr.  Ward.  Yes. 

The  Chairman.  Was  the  Kaskaskia  built  down  there? 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  Do  you  know  of  any  reason  why  within  six  weeks 
after  her  completion,  I  believe,  it  would  be  necessary  to  expend 
$25,000  in  repairs,  recalking,  new  treenails,  etc.  ? 

Mr.  Ward.  For  the  Kaskaskia% 

The  Chairman.  Yes,  sir. 

Mr.  Ward.  No,  sir ;  I  do  not. 

The  Chairman.  I  may  have  the  name  wrong,  Mr.  Ward. 

Mr.  Ward.  I  know  they  took  that  ship  to  the  Bremerton  dry  dock 
and  recalked  the  bottom. 

The  Chairman.  That  is  the  boat. 

Mr.  Ward.  But  she  has  been  operating  ever  since  that  day.  Never 
has  been  touched,  as  far  as  I  can  understend. 

The  Chairman.  The  BromeUa  was  the  ship.  Do  you  know  of 
anv  reason  why  it  should  be  necessary  to  expend  $25,000  upon  that 
ship? 

Mr.  Ward.  Well,  I  should  judge  they  would  spend  at  least  that  on 
what  they  did  to  her  over  there.  I  had  occasion  to  inspect  her  two 
or  three  times  while  it  was  undergoing  that  work,  because  we  had 
some  of  that  work  to  do  ourselves,  and  they  tore  down  the  engines — 
overhauled  the  engines.  They  made  a  short  trip  out  with  her  some- 
where out  here  and  they  had  some  trouble  with  the  engines  on  ac- 
count of  having  a  green  crew,  and  they  brought  her  in,  tore  down 
the  engines,  built  new  vents,  not  because  the  others  were  not  good, 
but  because  the  home  office  desired  a  different  type  of  vent;  changed 
the  water-tight  doors  on  the  bulkheads,  and  various  changes  which 
would  run  into  that  money  all  right. 

The  Chairman.  Weren't  they  necessary  ? 

Mr.  Ward.  No;  they  were  not.  Probably  the  engine  part  was, 
but  we  would  not  know  anything  about  that.  The  engine  was  all 
right  when  it  left ;  whatever  happened  to  it  later,  we  did  not  laiow. 

The  Chairman.  Well,  how  aoout  repairs  to  the  hull,  recalking; 
wasn't  that  necessary  ? 

Mr.  Ward.  The  recalling  of  the  hull ;  yes ;  they  did  do  that  over 
there.  It  may  have  been  necessary.  I  was  aboard  the  ship  when 
she  reached — she  started  out  to  Honolulu  and  got  out  a  few  hundred 
miles  and  the  captain  turned  *back.  I  was  aboard  the  ship  and  saw 
his  log,  where  he  had  erased  entries  in  the  log,  and  the  engineer 
said  he  did  not  know  why  he  came  back,  and  different  ones  and 
they  never  have  been  able  to  find  why  they  came  back.  The  ship 
did  not  show  leakage  when  she  lay  in  the  harbor. 

The  Chairman.  Well,  how  about  putting  in  some  twelve  or  fifteen 
thousand  treenails  in  that  ship? 

Mr.  Ward.  I  do  not  know  anything  about  that. 

The  Chairman.  And  replacing  the  calking? 

Mr.  Ward.  I  never  heard  of  that. 

The  Chairman.  You  never  heard  that  number  was  necessary? 

Mr.  Ward.  I  do  not  recall  hearing  that  at  all. 

The  Chairman.  Now,  the  Kaskaskia  was  docked  and  treenails 
were  placed,  calking  was  replaced,  and  the  planking  was  repaired, 
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at  an  expense  of  $10,874.    Would  you  say  that  those  repairs  were 
necessary  ? 

Mr.  Ward.  I  inspected  that  boat  before  she  was  put  in  there,  and 
in  my  opinion  all  those  repairs  were  not  necessary.  That  is  a  matter 
of  opinion.  I  have  been  connected  with  the  shipbuilding  business 
since  I  can  remember;  dry-docked  vessels,  operated  a  dry  dock  in 
Grays  Harbor  for  wooden  vessels,  and  hauled  out  a  great  manv 
vessels  which  were  in  far  worse  condition  than  those  vessels  which 
were  operating  there,  and  doing  any  recalking  necessary. 

The  Chairman.  Well,  the  Brompton.  Do  you  recall  her  having  to 
be  docked  and  repairs  to  the  extent  of  nearly  $8,000  being  required 
upon  her  hull  ? 

Mr.  Ward.  Well,  they  made  changes  in  that  boat  similar  to  the 
Bromella;  a  different  arrangement  of  the  equipment,  and  one  thing 
or  another.  She  laid  at  Bremerton  for  a  long  time  and  at  the  Han- 
ford  Street  dock  for  a  long  time;  in  fact,  so  long  that  somebody 
stole  some  of  the  equipment;  and  the  Fleet  Corporation  made  us 
replace  it  after  we  turned  the  vessel  over  to  them. 

The  Chairman.  You  had  to  replace  equipment  that  was  stolen  ? 

Mr.  Ward.  We  had  to  replace  equipment  that  was  stolen. 

The  Chairman.  Did  you  have  to  do  that  with  any  other  ships? 

Mr.  Ward.  I  do  not  know  whether  that  thing  has  come  up  in  any 
other  ship  or  not. 

The  Chairman.  Well,  did  you  raise  any  question  about  that? 

Mr.  Ward.  Yes;  we  did. 

The  Chairman.  How  did  they  figure  that  you  were  responsible 
for  the  equipment  which  had  been  stolen  while  she  was  at  the  Bremer- 
ton Dock? 

Mr.  Ward.  Well,  it  appears  that  the  ship  had  not  been  officially 
turned  over,  on  accoimt  of  her  classification,  at  that  time;  still,  it 
was  in  the  Fleet  Corporation's  hands.  She  had  not  been  officially 
turned  over,  and  we  had  no  watchman  there,  or  anyone. 

The  Chairman.  You  did  not  have  any  representative  on  it? 

Mr.  Ward.  No  one. 

The  Chairman.  You  were  not  asked  to  put  one  on? 

Mr.  Ward.  No. 

The  Chairman.  You  were  not  told  where  she  was? 

Mr.  Ward.  No. 

The  Chairman.  Yet  they  held  you  responsible  for  the  loss  of  the 
fittings? 

Mr.  Ward.  Yes. 

The  Chairman.  How  much  did  it  cost? 

Mr.  Ward.  I  do  not  know  the  charge ;  it  wasn't  much  except  tools. 

The  Chairman.  It  probably  would  nave  been  just  the  same,  in  view 
of  the  attitude  of  this  office. 

Mr.  Ward.  I  think  so. 

The  Chairman.  Who  was  in  charge  here  ? 

Mr.  Ward.  Capt.  Magee,  of  the  Avood  ship  division ;  Blain  was  in 
<*harge  of  the  steel. 

The  Chairman.  In  constructing  a  wooden  ship,  Mr.  Ward,  which 
is  done  first,  putting  in  the  ceiling  or  putting  on  the  planking? 

Mr.  Ward.  The  ceiling. 
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The  Chairman.  That  is  the  inside  floor  and  the  insides  of  the  ship! 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  Do  you  recall  in  April,  1918,  that  it  became  nec- 
essary for  the  inspector  to  ask  for  another  assistant  because  Mr. 
Fuller  had  to  devote  practically  his  entire  time  watching  the  work 
on  hull  57,  and  that  instances  cropped  up  in  the  other  vessels  there 
in  which  the  work  proceeded  to  a  certain  stage  before  the  other 
inspector,  Mr.  Ridell,  had  time  to  notice  the  defects,  and  that  you  or 
the  management  of  the  yard  there  resented  his  asking  for  another 
inspector  to  come  down  ? 

Mr.  Ward.  Me?     No;  I  certainly  do  not. 

The  Chairman.  You  do  not  recall  that? 

Mr.  Ward.  No,  sir;  I  do  not  see  how  two  men  could  inspect  the 
work  that  was  going  on  there  at  that  time. 

The  Chairman.  Are  you  acquainted  with  some  of  the  traveling 
inspectors  ? 

Mr.  Ward.  Yes. 

The  Chairman.  How  can  they  get  any  idea  of  the  progress  of  the 
work  as  they  go  to  a  yard ;  some  of  them  say  they  have  only  a  very 
few  hours  to  stay  there  ?  How  can  they  get  any  idea  of  the  progx^ess 
of  the  work — traveling  inspectors? 

Mr.  Ward.  Well,  the  inspector  keeps  a  detailed  report  of  the  prog- 
ress, I  believe. 

The  Chairman.  He  makes  out  a  form  ? 

Mr.  Ward.  I  think  so.    I  do  not  know. 

The  Chairman.  And  has  one  of  these  log  books — you  have  seen 
them,  have  you  ? 

Mr.  Ward.  Yes;  I  have  seen  them. 

The  Chairman.  And  they  make  entries  in  there,  what  they  are 
doing  on  the  diiff erent  hulls  from  time  to  time  ? 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  Are  those  books  ever  shown  to  you  ? 

Mr.  Ward.  I  have  never  seen  one. 

The  Chairman.  So  you  do  not  know  whether  an  inspector's  report 
to  the  home  office  is  in  accordance  with  what  is  actually  going  on 
down  there? 

Mr.  Ward.  No  ;  we  do  not. 

The  Chairman.  Do  you  keep  a  lop  book  or  record  of  just  what  is 
being  done  each  day  upon  each  individual  ship  that  you  are  work- 
ing on  ? 

Mr.  Ward.  No. 

The  Chairman.  Do  you  keep  any  record  of  when  you  begin  the 
different  stages  of  the  work,  such  as  ceiling,  flooring,  and  decks? 

Mr.  Ward.  We  do  in  this  way :  We  have  a  sort  of  a  cost  sheet  for 
each  one  of  those  items  of  work.  When  a  job  is  through  we  kno^ 
how  many  carpenter  hours,  laborer  hours,  has  gone  into  it.  We  do 
not  make  any  special  note  of  the  date  that  was  commenced. 

The  Chairman.  Do  you  remember  the  Brookdalef 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  Was  she  one  of  the  ships  that  was  completed 
without  classification? 

Mr.  Ward.  I  don't  recall.  She  was  not  one  of  the  two  I  had  in 
mind.  If  she  hasn't  a  classification — T  am  not  sure.  I  know  she 
has.     I  know  she  has  a  classification. 
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The  Chairman.  Do  3^011  reniember  receivini?  a  letter  or  seeing  a 
letter  from  the  secretary  of  the  American  Bnreau  of  Shipping  stat- 
ing that  after  careful  consideration  having  been  given  to  the  various 
reports  issued  from  time  to  time  by  the  surveyor  prior  to  their  ceas- 
ing to  supervise  the  construction  of  these  vessels,  also  to  the  special 
reports  made  by  Mr.  Allen  to  the  district  surveyor  and  by  Mr. 
Ferris,  that  it  was  regretted  that  the  vessels  ali^eady  completed  by 
your  yard  or  building  under  your  original  contract  are  not  con- 
sidered eligible  to  be  classed  by  that  society,  the  American  Bureau, 
and  that  if  your  company  considered  it  desirable,,  upon  receipt  of 
written  application,  the  American  bureau  would  suggest  that  its 
surveyoi-s  supervise  the  vessels  19  to  26,  in  accordance  with  its 
plans,  providing  the  reauirements  of  the  bureau  are  completely  com- 

f)lied  with,  and  the  worKmanship  satisfactory,  that  these  vessels  will 
)e  in  due  course  recommended  for  classification  in  the  societv.     Do 
you  remember  receiving  a  letter  like  that  in  November,  1918? 

Mr.  Ward.  Yes. 

The  Chairman.  That  was  a  long  while  after  the  trouble  you  had 
with  Mr.  Allen.    Did  you  make  the  application? 

Mr.  Ward.  Never  answered  the  letter. 

The  Chairman.  Why  not? 

Mr.  Ward.  Because  we  were  not  interested  in  the  classification 
of  those  ships  19  to  26,  as  they  were  ships  on  which  the  contract  of 
the  Fleet  Corporation  specified  Lloyds  classification.  We  were  not 
interested  then  in  American  bureau  classification  for  them. 

The  Chairman.  When  were  those  contracts  made? 

Mr.  Ward.  In  the  last  year,  some  time  l)efore  the  armistice;  I 
don't  remember  just  when. 

The  Chairman.  Do  I  understand  you  to  say  that  after  the  Fleet 
Corporation  had  made  a  contract  with  your  concern  for  the  con- 
struction of  hulls  calling  for  the  American  bureau  classification,  that 
they  subsequently  made  other  contracts  permitting  classification  by 
Lloyds? 

Mr.  Ward.  Yes,  sir. 

The  Chairman.  What  were  the  names  of  some  of  those  ships  19 
to  26? 

Mr.  Ward.  Agron, 

The  Chairman.  Was  the  Aberdeen  one  of  them? 

Mr.  Ward.  No.    Adena;  the  other  ones  I  don't  remember. 
'  The  Chairman.  Well,  after  you  received  that  letter,  did  you  not 
have  some  trouble  with  the  Fleet  Corporation  relative  to  the  classi- 
fication of  the  ships  in  which  they  insisted  that  the  American  bureau 
classification  should  be  complied  with? 

Mr.  Ward.  I  believe  Mr.  Shorts  handled  that  matter.  I  did  not 
handle  the  matter  of  the  classification. 

The  Chairman.  There  was  some  such  negotiation? 

Mr.  Ward.  I  don't  believe  there  was;  not  a  controversy  or  any- 
thing in  connection  with  it. 

The  Chairman.  Weren't  they,  as  a  matter  of  fact,  classified  by  the 
American  bureau  later? 

Mr.  Ward.  Our  ships  ? 

The  Chairman.  Those  ships  19  to  26? 

Mr.  Ward.  No.  fc. 

The  Chairman.  Are  vou  sure  about  that?      --i 
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Mr.  Ward.  Not  that  I  know  of.  They  never  had  an  inspector 
there  to  look  at  them  for  their  classification.  There  has  never  been 
an  American  bureau  surveyor  in  the  yard  during  the  building  of  those 
ships. 

The  Chairman.  Did  you  ever  have  any  trouble  with  Lloyds  sur- 
veyor ? 

Mr.  Ward.  Oh,  more  or  less. 

The  Chairman.  I  suppose,  Mr.  Ward,  it  is  rather  an  unusual  cir- 
cumstance for  a  ship  constructor  to  take  a  contract  with  the  Emer- 
gency Fleet  Corporation  for  the  construction  of  ships  and  not  have 
some  dispute  or  controversy  with  either  it  or  the  inspectors  of  the 
classification  society! 

Mr.  Ward.  He  would  have  to  be  pretty  sweet  tempered. 

The  Chairman.  I  think  that  is  all  for  the  present,  Mr.  Ward. 
Have  you  some  questions,  Mr.  Kelley  ? 

Mr.  Kelley.  It  is  half -past  6.  I  do  not  think  I  will  ask  any 
to-night. 

Mr.  Ward.  I  had  in  mind  to  go  back  to  Aberde^i.  I  am  still  build- 
ing those  boats.  If  you  have  anything  you  care  to  take  up  before  I 
got  back  to-night,  I  could  come  back  again  this  evening. 

Mr.  Kelley.  What  train  do  you  take? 

Mr.  Ward.  11.15, 1  think  it  is. 

The  Chairman.  We  will  suspend  here  until  8.30  this  evening. 

(Whereupon  at  6.30  o'clock  the  committee  recessed  until  8.80  p.  m. 
Friday,  August  29,  1919.) 

AFTER    RECESS. 

The  committee  resumed  at  8.30  o'clock  p.  m.  pursuant  to  recess.) 
TESTIMONY  OF  ME.  M.  E.  WAE]>— Eesumed. 

The  Chairman.  How  many  contracts  did  you  have  which  pro- 
vided for  classification  by  Lloyds  ? 

Mr.  Ward.  Eight. 

The  Chairman.  How  long  after  the  other  contracts  were  secured 
were  those  contracts  secured! 

Mr.  Ward.  Well,  I  don't  remember  the  date;  there  were  several 
contracts  involving  a  number  of  produced  ships — 17  produced  ships ; 
and  the  first  one  was  4  ships,  and  the  second  4  more,  and  so  on  and 
so  on,  in  small  batches. 

The  Chairman.  Well,  did  you  get  those  eight  ships  in  one  con- 
tract, or  were  they  in  small  batches  ? 

Mr.  Ward.  Xo  ;  the  eight  ships  were  in  one  contract. 

The  Chairman.  Those  were  the  only  ships  you  had  that  provided 
for  Lloyds  classification  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Did  you  have  anything  to  do  with  the  securing 
the  consent  of  the  Fleet  Corporation  to  Lloyds  classification  instead 
of  American  Bureau  of  Shipping? 

Mr.  Ward.  No,  sir. 

The  Chairman.  Did  you  know  anything  about  the  negotiations 
which  took  place? 

Mr.  Ward.  I  did  not. 
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The  Chairman.  Did  you  have  Lloyd's  inspector  in  yonr  yard  when 
yon  constructed  those  eight  ships  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Did  they  classify  all  of  the  ships  which  were 
built  and  finished  ? 

Mr.  Ward.  Yes;  we  had  an  inspector  in  the  yard  all  of  the  time 
diiring  the  construction  of  the  ships. 

The  Chairman.  What  trouble  did  you  have  with  him? 

Mr.  Ward.  The  regular  trouble  you  always  have  with  inspectoi-s ; 
differences  of  opinion. 

The  Chairman.  Did  it  become  as  acute  as  it  did  there  with  the 
American  Bureau  people? 

Mr.  Ward.  No  ;  it  did  not. 

The  Chairman.  With  reference  to  the  steamship  Blackford.,  did 
you  know  that  the  en^neer  officer  of  district  No.  7,  in  making  his 
report  upon  his  investigation  into  the  abandonment  of  that  vessel 
on  the  coast  of  Lower  California,  September  18,  1918,  reported  as 
follows : 

One  fclaiinj?  fault  in  this  vessel  is  tlie  manner  in  which  the  bilge  pipes  are 
arranged.  It  apijears  that  the  mouth  of  the  suction  pipes  had  no  strainer, 
but  the  pipes  are  continued  from  tlie  bilge  to  the  distributing  manifold,  and 
between  this  distributing  manifold  and  the  pump  was  the  strainer  box.  There 
is  no  question  but  what  this  arrangement  leads  to  considerable  trouble  in  the 
handling  of  ships,  as  more  or  less  chips  are  nearly  always  left  in  the  vessel 
even  though  care  is  taken  in  cleaning  the  bilge  before  the  ship  goes  into  com- 
mission. Suction  pipes  should  by  all  means  have  strainer,  even  though  there 
be  a  strainer  box  between  the  manifold  and  the  bilge  pumps. 

Did  you  know  that  he  made  that  report? 

Mr.  Ward.  No;  I  did  not  know  that  he  had  made  that  report; 
but  we  had  made  a  similar  report  previous  to  that  to  the  Fleet 
Corporation. 

The  Chairman.  Do  vou  know  about  what  date? 

Mr.  Ward.  No  ;  I  do  not. 

The  Chairman.  Before  the  ship  was  completed  ? 

Mr,  Ward.  That  system — ^we  had  objected  to  that  method  of  bilge 
system  before.  That  system  was  prepared  and  designed  by  the 
Fleet  Corporation,  and  we  were  instructed  to  install  it  that  way. 

The  Chairman.  Was  it  ever  changed? 

Mr.  Ward.  We  have  since  changed  it. 

The  Chairman.  On  orders  from  the  Fleet  Corporation? 

Mr.  Ward.  On  orders  from  the  Fleet  Corporation  and  Lloyd's 
Registry  of  Shipping.  Lloyds  were — we  took  the  matter  up  with 
them,  and  they  were  instrumental  in  having  the  proper  system  in- 
stalled in  the  boats. 

The  Chairman.  Now,  do  you  know  why  you  changed  to  Lloyd's 
classification  from  the  American  Bureau  Classification? 

Mr.  Ward.  We  were  unable  to  get  American  Bureau  Classification. 

The  Chairman.  Did  you  try  it  on  these  eight  ships? 

Mr.  Ward.  No  ;  we  did  not. 

The  Chairman.  Then  why  did  you  change  from  American  Bureau 
to  Lloyd's  when  you  got  the  eight  new  contracts — ^the  new  contracts 
for  the  eight  ships? 

Mr.  Ward.  The  last  eight  ships  were  entirely  new  design. 

The  Chairman.  Whose  design? 


662  SHIPPING  BOARD  OPBRAHONB. 

Mr.  Ward.  My  own  design,  but  they  are  an  entirely  different  de- 
sign ;  they  are  a  much  larger  ship  than  the  previous  ships ;  and  were 
designed  with  a  particular  type  of  construction,  which  was  accept- 
able to  Lloyds. 

The  Chairman.  Well 

Mr.  Ward  (interrupting  and  continuing).  I  have  always  pre- 
ferred belonging  to  Lloyds,  personally. 

The  Chairman.  Yes;  because  you  have  always  got  along  better 
with  them? 

Mr.  Ward.  Because  they  have  intelligent  men  handling  the  busi- 
ness and  representing  them. 

The  Chairman.  Did  they  have  any  more  experienced  men  in  thij^ 
section  than  the  American  Bureau  did? 

Mr.  Ward.  Far  more,  sir. 

The  Chairman.  During  the  construction  work  at  your  yard  ^ 

Mr.  Ward.  Yes. 

The  Chairman.  What  are  some  of  the  names  of  some  of  the  inen 
that  Lloyds  had  at  your  yard  ? 

Mr.  AV'ard.  Mr.  Kinghorn  was  the  local  surveyor  for  Lloyds,  ^nd 
thev  are  capable,  competent  men,  with  lots  of  experience. 

"the  Chairman.  Who  else  did  they  have? 

Mr.  Ward.  Mr.  Cutting  came  down  there  occasionally,  and  Mr. 
Nose  worthy  was  the  machinery  inspector;  a  very  competent  man 
and  so  recognized  all  over. 

The  Chairman.  Did  they  have  anv  more  experience  than  Capt. 
Whitton  ? 

Mr.  Ward.  Yes. 

The  Chairman.  How  much  more? 

Mr.  Ward.  I  am  making  that  statement  on  their  method  of  in- 
spection. 

The  Chairman.  How  would  they  inspect? 

Mr.  Ward.  You  can  tell  when  a  man  inspects  ships  and  comef^ 
down  to  inspect  ships,  and  makes  a  survey,  whether  he  knows  what 
he  is  inspecting  or  not ;  and  Lloyd's  people  know  what  they  are  in- 
specting. 

The  Chairman.  But  not  the  American  Bureau  ? 

Mr.  Ward.  I  don't  think  thev  did. 

The  Chairman.  Would  you  think,  if  the  wooden  ships  that  had 
been  built  by  the  Fleet  Corporation  under  contracts  requiring  in- 
spection by  the  American  Bureau  of  Shipping,  should  subsequently 
develop  defects,  which  would  decrease  the  life  of  ships,  and  their 
utility  for  the  purpose  that  they  are  being  built  for.  that  the 
Emergency  Fleet  Corporation  is  responsible  iFor  insisting  upon  ana 
in  having  American  Bureau  Classification  and  insj^ection  rather  than 
Lloyds?     Do  you? 

Mr.  Ward.  I  do,  to  a  certain  extent. 

The  Chairman.  Well,  do  vou  know  whether  or  not  anv  officers 
of  your  corporation  were  endeavoring  at  the  first  to  have  both 
classifications  permitted  at  your  yard? 

Mr.  Ward.  I  do  not  know,  sir.  In  connection  with  that,  I  would 
like  to  say  that  I  was  with  the  investigating  committee  that  in- 
spected ships  in  San  Francisco ;  and  they  inspected  a  ship  classed  by 
tlie  American  Bureau,  holding  certificate  by  the  American  Bureau, 
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which  that  committee  deemed  as  being  unseaworthy  and  not  fit 
for  service. 

The  Chairman.  When  was  this? 

Mr.  Ward.  This  was  in  October  or  in  November,  1918.  At  the 
same  time  there  were  three  particular  ships  on  which  there  was  no 
classification  at  that  time  operating  between  Honolulu  and  San 
Francisco,  and  in  good  condition,  which  the  committee  reported 
to  me,  at  least,  to  be  the  best  ships  they  had  inspected. 

The  Chairman.  Now  who  were  on  that  committee? 

Mr.  Ward.  Capt.  Sanders,  of  the  Matson  Navigation  Co.,  and 
Capt.  Render. 

The  Chairman.  On  what  company? 

Mr.  Ward.  He  is  an  independent  surveyor;  John  Render,  I  think 
it  is. 

The  Chairman.  An  independent  surveyor? 

Mr.  Ward.  A  truly  practical  builder,  down  there,  and  repair  man. 

Tlie  Chairman.  At  San  Francisco? 

Mr.  Ward.  At  San  Francisco. 

The  Chairman.  Who  else  do  you  remember? 

Mr.  Ward.  There  was  some  one  else  on  the  committee ;  it  was  Scott, 
or  something  like  that. 

The  Chairman.  What  was  the  occasion  for  this  committee? 

Mr.  Ward.  It  was  appointed  by  the  operating  department,  by  Mr. 
Rossiter. 

The  Chairman.  To  inspect  particular  ships? 

Mr.  Ward.  The  reason  I  happened  to  go  thei-e,  it  was  reported  our 
ships  were  in  a  very  unsatisfactory  condition,  and  that  numerous 
alterations  had  been  required;  that  our  ships  were'^unseaworthy  and 
unsatisfactory,  and  I  made  a  special  trip  down  there  for  that  pur- 
pose ;  and  it  developed  that  among  the  few  ships  which  were  running 
were  our  three  ships,  and  their  captains  reported  they  were  in  first- 
class  diape.  One  of  them  was  the  A  askaskia^  which  had  recently  gone 
to  Sweden  and  made  a  successful  trip. 

The  Chairman.  As  a  matter  of  fact,  some  of  your  vessels  did  turn 
out  to  be  unseaworthy,  didn't  they  ? 

Mr.  Ward.  I  don't  think  so. 

The  Chairman.  Were  there  not  three  or  four  of  them  that  had  to 
have  radical  changes  made  in  their  construction  before  they  were 
eventuallv  put  into  commission? 

Mr.  Ward.  Not  that  I  know  of.    Not  one  that  I  know  of. 

The  Chairman.  Not  one? 

Mr.  Ward.  No,  sir. 

The  Chairman.  Well,  the  Blackford  was  one  of  the  ships  that 

wasn't  classified? 

Mr.  Ward.  Yes. 

The  Chairman.  And  she  is  one  that  got  into  difficulties? 

Mr.  Ward.  Yes ;  in  a  typhoon. 

The  Chairman.  And  made  62  inches  of  water? 

Mr.  Ward.  I  don't  know  about  that ;  that  is  possible,  however,  if 
the  bilge  system  was  not  in  operation. 

The  Chairman.  This  report  I  quoted  from  previously  states  that 
the  captain  was  somewhat  derelict  in  not  reporting  he  had  62  inches 
of  water  in  his  ship,  or  at  least  in  not  investigating  to  see  that  the 
statement  was  true.     Now,  did  you  call  the  attention  of  the  Fleet 
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Corporation  to  this  glaring  defect,  as  it  was  termed,  and  I  think  you 
agree  it  is  a  defect? 

Mr.  Ward.  Yes;  I  do. 

The  Chairman.  And  a  serious  defect  in  this  bilge  construction, 
before  the  Blackford  was  delivered? 

Mr.  Ward.  We  had  it  up  with  the  Fleet  Corporation  on  the  first 
vessel. 

The  Chairman.  Yes;  but  how  much  did  you  follow  it  up  before 
the  Blackford  was  delivered? 

Mr.  Ward.  Well,  we  have  been  following  it  up  all  along  along  the 
same  lines. 

The  Chairman.  By  letter? 

Mr.  Ward.  I  don't  know  as  it  was  by  letter ;  I  can't  tell  you  that 

The  Chairman.  Did  you  personally  at  any  time  take  it  up  with 
anyone  ? 

Mr.  Ward.  Yes;  I  had  it  in  mind  to  take  it  up  with  Hunt,  who 
was  one  of  the  inspectors — chief  machinery  inspector. 

The  Chairman.  What  did  Mr.  Hunt  say  ? 

Mr.  Ward.  He  was,  if  I  remember  correctly — he  was  of  the  same 
opinion,  but  he  was  unable  to  change  it,  because  it  was  a  plan 
from  the  home  office. 

The  Chairman.  Now,  with  reference  to  the  Blackford^  did  it  get 
into  difficulty  due  to  glaring  defects  in  its  system  of  suction  pipes 
and  the  bilge  control  ?  That  defect  was  one  that  you  knew  existed 
in  the  plans  that  were  submitted  to  your  concern  by  the  Fleet  Cor- 
poration, which  you  pointed  out  to  the  Fleet  Corporation,  and  which 
you  recommended  should  be  changed ;  and  it  was  not  changed  prior 
to  the  delivery  of  the  steamship  Blackford? 

Mr.  Ward.  Yes. 

The  Chairman.  That  is  correct? 

Mr.  Ward.  That  is  correct. 

The  Chairman.  And  you  had  no  authority  to  change  that  sys- 
tem, which  you  knew  to  be  defective,  unless  the  change  was  author- 
ized and  approved  by  the  Fleet  Corporation? 

Mr.  Ward.  That  is  correct. 

The  Chairman.  How  many  ships  were  delivered  by  you  which 
had  that  system  in  it — this  bilge  system — ^that  you  can  recall? 

Mr.  Ward.  ,A  number  of  those  ships  delivered  that  way  were  since 
changed  by  us  when  they  were  put  under  Lloyd's  classification.  I 
don't  remember  the  number  delivered  in  that  condition. 

The  Chairman.  Well,  was  the  Koaikaskiat 

Mr.  Ward.  Yes. 

The  Chairman.  And  the  BromeUaf 

Mr.  Ward.  And  they  had  the  same  system.    . 

The  Chairman.  And  they  had  the  same  system? 

Mr.  Ward.  And  they  had  the  same  system. 

The  Chairman.  The  last  eight  ships  that  you  got  contracts  for 
you  stated  were  of  a  diiferent  type  than  the  previous  ones? 

Mr.  Ward.  Yes. 

The  Chairman.  And  they  were  your  design? 

Mr.  Ward.  Yes. 

The  Chairman.  Larger  ships? 

Mr.  Ward.  Yes. 

The  Chairman.  And  more  power? 
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Mr.  Ward.  Same  engmej  but  never  installed;  as  a  matter  of  fact, 
none  of  them  were  ever  installed  with  machinery. 

The  Chairman.  Are  they  out  at  Lake  Union  ? 

Mr.  Ward.  They  are ;  three  of  them. 

The  Chairman.  Where  are  the  rest? 

Mr.  Ward.  One  burned,  and  four  were  canceled? 

The  Chairman.  Was  that  one  of  the  last  contract — that  ship  that 
was  burned? 

Mr.  Ward.  Yes. 

The  Chairman.  What  was  the  number  of  that  hull  ? 

Mr.  Ward.  Twenty-six  hundred  and  seventy-nine. 

The  Chairman.  Who  was  the  inspector  upon  the  work  on  that — 
vasn't  that  1879  and  not  2679? 

Mr.  Ward.  I  don't  believe  I  could  tell  you ;  there  has  been  so  many 
changes  in  inspectors  since  the  armistice,  that  I  could  not  tell  you. 

The  Chairman.  When  was  she  burned? 

Mr.  Ward.  This  year. 

The  Chairman.  About  the  19th  of  May? 

Mr.  Ward.  Something  like  that,  I  think. 

The  Chairman.  Has  any  settlement  been  had  with  the  Fleet  Cor- 

E oration  on  account  of  the  destruction  of  that  hull  by  fire  that  you 
now  of? 

Mr.  Ward.  Not  that  I  know  of. 

The  Chairman.  Any  investigation  made  as  to  how  the  fire  started? 

Mr.  Ward.  Yes. 

The  Chairman.  As  to  who  was  responsible  ? 

Mr.  Ward.  They  have  had  their  representatives  down  there. 

The  Chairman.  Have  they  ever  advised  you  personally,  not  as 
members  of  the  corporation,  but  did  they  ever  advise  you  personally 
as  to  the  responsibility  for  the  loss  on  that  hull  ? 

Mr.  Ward.  No. 

The  Chairman.  How  near  completed  was  it? 

Mr.  Ward.  Oh,  probably  70  or  75  per  cent. ' 

The  Chairman.  She  had  been  side  planked? 

Mr.  Ward.  Planked. 

The  Chairman.  Calked? 

Mr.  Ward.  Not  calked. 

The  Chairman.  Had  the  work  been  done^  on  the  deck,  the  joiner 
work  ? 

Mr.  Ward.  Yes. 

The  Chairman.  •  Were  any  of  the  other  hulls  damaged  in  this  fire  ? 

Mr.  Ward.  No. 

The  Chairman.  It  was  confined  to  this  one  vessel  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Do  you  know  of  any  negotiations  which  are  pend- 
ing whereby  the  Fleet  Corporation  were  to  take  vessels  from  other 
yards,  and  send  them  to  Grays  Harbor  for  construction  or  comple- 
tion? 

Mr.  Ward.  No. 
•  The  Chairman.  Were  you  ever  consulted  by  any  of  the  officers  of 
your  corporation  with  reference  to  receiving  vessels  there  for  com- 
pletion, or  commencing  the  construction  of  vessels,  the  original  con- 
tracts for  which  had  been  held  by  other  corporations,  other  yards  ? 

Mr.  Ward.  No,  sir. 
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The  Chairman.  Is  it  necessary^  for  a  vessel,  after  receiving  classi- 
fication from  the  American  Bureau  of  Lloyds,  to  furnish  bureau 
certificates  ? 

Mr.  Ward.  Bureau  certificates? 

The  Chairman.  Before  insurance  can  be  had  upon  the  vessel? 
Mr.  Ward.  Not  to  my  knowledge;  I  don't  know;  I  am  not  in- 
formed on  that  phase  of  it. 

The  Chairman.  What  do  you  understand  is  the  necessity  for  hav- 
ing these  vessels  classified  by  these  societies  ? 

Mr.  Ward.  Well,  it  simply  insures  that  it  is  built  according  to  a 
<;ertain  standard,  for  a  given  size.     I  know  there  are  a  great  many 
ships  on  the  Pacific  coast — as  a  matter  of  fact,  we  had  nothing  to  do 
with  classification  societies  until  a  few  j^ears  before  the  war;  some 
schooners  of  various  kinds  which  were  built  here  without  any  classi- 
fication are  now  operating,  and  I  believe  they  are  carrying  insurance. 
The  Chairman.  Do  you  know  anything  aoout  a  payment  of  bonub 
to  your  corporation  for  ships  under  construction? 
Mr.  Ward.  For  early  delivery? 
The  Chairman.  Yes. 
Mr.  Ward.  Yes. 

The  Chairbian.  What  is  the  system  in  effect  at  your  yard? 
Mr.  Ward.  There  is  a  specific  delivery  date  fixed,  and  for  every 
day  that  the  ships  are  delivered  ahead  oi  that  date,  bonus  was  paid, 
and  for  every  day  beyond  that  date  that  delivery  was  extended,  wc 
were  penalized  a  similar  amount. 

The  Chairman.  For  every  day  beyond  the  date  of  delivery  that 
it  was  extended? 
Mr.  Ward.  Yes. 

The  Chairman.  You  do  not  mean  that  if  the  Fleet  Corporation 
extended  the  date  of  delivery  you  were  penalized? 

Mr.  Ward.  I  mean  that  for  every  day  we  protracted  the  delivery, 
we  were  penalized  according  to  the  bonus. 

The  Chairman.  I  think  that  is  all  for  the  present  time,  Mr.  Ward, 
unless  Mr.  Kellev  or  the  other  members  have  some  Questions. 

Mr.  Kelley.  I^es ;  I  have  just  a  few  questions.    Are  you  a  stock* 
holder,  as  well  as  an  officer,  in  the  Grays  Harbor  Motorship  Co.  ? 
Mr.  Ward.  Yes. 

Mr.  Kelu:y.  Are  you  a  director  of  it? 
Mr.  Ward.  Yes. 

Mr.  Kelley.  What  is  vour  official  title? 

Mr.  Ward.  Manager ;  vice  president  and  manager  of  the  company. 
Mr.  Kelley.  Who  does  the  buying  of  supplies  in  your  yara? 
Mr.  Ward.  Mr.  Rich,  the  purchasmg  agent. 

Mr.  Kelley.  Does  he  do  that  entirely  independently,  or  only  after 
consultation  with  you? 

Mr.  Ward.  Well,  we  alw;ays  supply  him  with  the  list  of  required 
articles,  and  it  is  up  to  him  to  buy  them. 
Mr.  Kelley.  He  goes  out  and  buys  wherever  he  sees  fit? 
Mr.  Ward.  Wherever  he  can. 

Mr.  Kelley.  I  suppose  in  this  locality  that  the  Government  has — 
the  Shipping  Board  has — a  large  amount  of  material  available  for 
general  shipbuilding,  which  thev  need  to  dispose  of.  Have  you 
bought  any  material  from  the  (Tovernment? 
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Mr.  Ward.  Yes;  we  have  bought  some;  whenever  we  could  agree 
•on  the  price. 

Mr.  Keujey,  What  did  you  purchase? 

Mr.  Ward.  Treenails ;  I  don't  know  but  what  we  bought  some  iron 
and  a  few  miscellaneous  materials. 

Mr.  Kelley.  Have  you  bought  any  lumber? 

Mr.  Ward.  Yes;  we  bought  lumber. 

Mr.  KijLLEY.  You  bought  lumber? 

Mr.  Ward.  Yes;  we  bought  lumber  in  our  yards  at  the  time  of 
the  cancellation. 

Mr.  Kelley.  That  was  not  rejected  lumber  was  it? 

Mr.  Ward.  No.    It  was  to  be  used  on  canceled  hulls. 

Mr.  Kelley.  How  much  did  you  pay  for  that  lumber  ? 

Mr.  Ward.  It  was  a  lump-sum  purchase;  there  was  no  price  per 
thousand  established. 

Mr.  Kelley.  The  Government  furnished  the  lumber? 

Mr.  Ward.  No;  we  furnished  the  lumber. 

Mr.  Kelley.  You  furnished  the  lumber,  and. then  in  your  settle- 
ment with  the  Government  you  were  allowed  for  the  lumber? 

Mr.  Ward.  I  don't  remember  the  figures;  there  was  a  very  small 
amount  of  lumber  in  the  yard,  for  which  we  paid;  the  Government 
•canceled  the  whole  contract  on  us,  and  consequently  they  were  taking 
the  lumber  over  unless  we  bought  it.  We  had  use  for  some  of  the 
lumber,  and  we  made  a  deal  with  the  Government  to  take  half  of  it, 
and  took  it. 

Mr.  Kelley.  If  the  Government  took  that  lumber,  they  were  taking 
it  at  your  price  that  you  paid  for  it? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  Because  the  contract  was  canceled  ? 

jLTir.  Ward.  Yes. 

Mr.  Kelley.  Now,  when  they  decided  to  leave  it  in  your  yard,  and 
"made  arrangements  with  you  to  take  it,  do  you  recall  the  price  that 
you  were  to  pay  the  Government  for  it  in  the  yard  ? 

Mr.  Ward.  1  do  not  recall  the  price ;  the  whole  thing  amounted  to, 
I  think,  some  four  thousand  and  some  odd  dollars,  but  I  do  not  remem- 
ber the  exact  figures.  That  was  handled  by  wire  from  Philadelphia 
by  wire ;  there  was  no  ofiice  here  at  that  time. 

Mr.  Kelley.  Who  has  charge  of  the  sales  of  lumber  here  now  ? 

Mr.  Ward.  I  believe  Mr.  Yoakum  has. 

Mr.  Kelley.  Who? 

Mr.  Ward.  Mr.  Yoakum. 

Mr.  Kelijcy.  I  thought  some  one  said  Mr.  Caney. 

Mr.  Ward.  I  believe  he  is  one  of  the  assistants. 

Mr.  Kelley.  Mr.  Caney  is  one  of  Mr.  Yoakum's  assistants  ? 

Mr.  Ward.  I  believe  so. 

Mr.  Kelley.  In  answer  to  Mr.  Walsh's  question,  I  think  you  said 
you  bought  some  lumber  from  Magee  ? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  And  von  don't  recollect  the  amount  vou  paid  for 
that? 

Mr.  Ward.  No  ;  I  do  not.  Mr.  Shields  made  the  contract,  and  he 
can  probably  tell  you  the  whole  thing  about  it. 

Mr.  Keixey.  Now,  Magee;  do  you  know  where  Magee  got  the  lum- 
ber he  sold  to  vou? 
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Mr.  Ward.  From  the  Fleet  Corporation. 

Mr.  Kellet.  I  suppose  the  understanding  would  be  that  yo\x 
would  have  to  buy  that  at  a  little  advance  over  what  he  paid  for  it  I 

Mr.  Ward.  Yes ;  I  think  so ;  that  was  the  understanding. 

Mr.  Kelley.  And  you  could  not  buv  it  direct  from  the  Fleet  Cor- 
poration without  buying  it  through  Magee? 

Mr.  Ward.  We  attempted  to  do  that;  i  attempted  to  buy  that  lum- 
ber myself  while  Mr.  Shields  was  not  there,  from  ourselves,  from  the 
yard,  and  I  sent  Mr.  Hoonan,  one  of  my  assistants,  to  Portland  at 
the  time  the  lumber  was  out  there,  and  1  attempted  to  purchase  it; 
and  we  got  no  satisfaction;  they  were  unable  to  sell  it;  and  we  were 
willing  to  buy  a  large  quantity  at  that  time. 

Mr.  KEIJ.EY.  But  Mr.  Magee  eventually  could  buy  it? 

Mr.  Ward.  He  could  buy  it  and  I  could  not,  apparently.  I  was 
also  in  the  office  here,  and  tried  every  way  possible  to  get  the  lumber; 
and,  in  fact,  I  took  it  up  with  Mr.  Frick  in  the  attempt  to  purchase 
that  material,  but  we  were  unable  to  get  together  with  the  department 
at  that  time. 

Mr.  Kelley.  How  much  did  Mr.  Frick  ask  you  for  the  lumber? 

Mr.  Ward.  He  did  not  make  any  quotation ;  I  simply  asked  him  if 
he  could  give  us  a  price  he  could  sell  something. 

Mr.  Kelley.  Do  you  remember  any  offer  uiat  you  ever  made  for 
lumber  of  the  first  quality  ? 

Mr.  Ward.  We  never  made  any  bids  for  liunber  of  the  first  qual- 
ity at  that  time.  We  bid  for  the  lumber  in  the  Grant-Smith-Porter 
yard  at  Aberdeen,  a  miscellaneous  shipment  of  lumber,  some  of  it 
that  they  had  in  Fletches,  in  different  shapes;  and  I  know  that 
our  bid  was  about  the  average  bid  at  that  time. 

Mr.  Kelley.  You  were  unable  to  buy  directly  from  the  Shipping 
Board  ? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  You  bought  wherever  you  could? 

Mr.  Ward.  Yes. 

Mr.  Ejelley.  And  you  found  that  Mr.  Magee  was  able  to  get 
it,  and  you  bought  it  from  him? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  Of  course,  that  must  be  something  of  a  loss  to  you, 
because  Mr.  Magee  evidently  is  not  in  business  mr  his  health,  and 
charges  you  more  than  the  price  of  the  Shipping  Board  that  he 
pays  them  for  it? 

Mr.  Ward.  Probably. 

Mr.  Ejelley.  Do  you  know  of  any  reason  why  you  could  not  buy 
direct  from  the  Government? 

Mr.  Ward.  No  ;  I  do  not. 

Mr.  Kelley.  You  were  just  as  honorable  a  firm  as  Mr.  Magee's? 
Mr.  Ward.  I  think  so. 

Mr.  EIelley.  And  there  never  was  any  trouble  over  the  terms  of 
payment,  as  to  whether  cash  or  credit? 

Mr.  Ward.  No  ;  I  was  down  here  personally  in  the  office;  to  secure 
the  purchase  of  the  property. 

Mr.  Kelley.  Now,  this  lumber  was  probably  shipped  direct  from 
the  Government  ownership,  from  wherever  it  was  located,  right  into 
your  yard? 

Mr.  Ward.  Yes. 
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Mr.  Kelley.  And  it  did  not  go  to  Mr.  Magee  at  all? 

Mr.  Ward.  No. 

Mr.  Krllet.  But  it  goes  from  wherever  it  is  located  right  to 
^our  yard  ? 

Mr.  Ward.  That  is  right. 

Mr.  Krllet.  Billed  to  you,  but  you  had  to  pay  him,  and  he  had 
to  pay  the  Government? 

Mr.  Ward.  I  don't  know  how  it  is  billed ;  I  don't  know  whether 
^we  paid  Mr.  Magee;  but  we  paid — in  fact,  I  do  not  know  whether 
Tve  paid  for  any  of  it;  I  simply  got  the  bill  of  lumber.. 

Mr.  Kellet.  But  at  any  rate,  you  had  to  make  your  contract 
^th  Mr.  Magee? 

Mr.  Ward.  Yes;  Mr.  Shields  made  the  contract,  but  I  got  all  of 
the  bills. 

Mr.  Kelley.  But  only  after  you  tried  to  buy  direct  from  the 
Government? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  And  tried  to  make  terms? 

Mr.  Ward.  Yes. 

Mr.  Ejblley.  Now,  are  you  a  member,  or  is  your  firm  a  member 
of  this  wood-sliip  association?  I  don't  think  I  have  got  the  name 
•quite  ri^ht,  but  anyway  you  know  what  I  mean  ? 

Mr.  Ward,  The  Wood  Ship  Builders'  Association  ? 

Mr.  Kelley.  Yes? 

Mr.  Ward.  I  think  they  are ;  although  I  never  attended  a  meeting. 

Mr.  Kelley.  You  probably  know  them  and  the  general  object, 
as  a  matter  of  general  information,  what  the  purpose  of  that  society 
is  and  was  ? 

Mr.  Wabd.  Well,  I  have  heard  the  purpose  of  it,  when  it  was 
originated,  but  I  never  was  present  when  it  was  doing  any  of  .that 
"work. 

Mr.  Kelley.  Do  you  know  what  part,  if  any,  that  society  through 
its  agent  or  attorney  or  whatever  it  might  be  called — Mr.  Hamilton — 
do  you  Imow  what,  if  anything,  they  have  done  in  the  way  of  facili- 
tating the  settlement  for  what  is  known  as  extras  in  the  wood  sbip- 
building  business  ? 

Mr.  Ward.  I  know  that  we  were  not  associated  with  them  at  the 
time  that  appeal  was  made  in  Philadelphia  or  Washington  when  he 
went  before  that  commission  and  appealed  for  extras. 

Mr.  Kelley.  I  don't  quite  get  what  you  mean  by  that  ? 

Mr.  Ward.  I  say,  when  the  appeal  that  Mr.  Hamilton  made  for 
extras,  for  the  wood  shipbuilders,  when  that  was  made,  our  firm 
was  not  among  that  crowd. 

Mr.  Kelley.  He  was  not  representing  you  in  Philadelphia? 

Mr.  Ward.  He  was  not  representing  us. 

Mr.  Kelley.  Now,  Mr.  Ward,  you  nave  been  furnishing  ships  for 
the  Government,  and  you  had  to  make  changes  that  were  suggested 
along  from  time  to  time,  and  that  caused  you  a  good  deal  of  expenses, 
did  it  not? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  Was  there  a  policy  at  first  on  the  part  of  the  local 
management  here  absolutely  against  paying  for  extras  at  all,  and 
for  all  of  those  changes  ? 
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Mr.  Ward.  That  has  been  the  continued  policy;  that  has  been 
their  policy  here  ever  since  they  started. 

Mr.  Kelley.  Then  from  the  start,  the  superintendent  in  char^ 
of  wood  ship  construction  has  claimed  there  was  not  going  to 
any  extras  ?     That  was  your  understanding  ? 

Mr.  Ward.  I  don't  know  what  he  claimed;  but  I  do  know  that  t^e 
could  not  get  them. 

Mr.  Kellet.  You  could  not  get  vouchers  allowed  for  extras? 

Mr.  Ward.  No. 

Mr.  Kelley.  Do  vou  remember  how^  much  vour  extras  had  accu- 
mulated  to  in  your  firm  before  they  were  paid  ? 

Mr.  Ward.  No,  I  do  not ;  not  in  dollars  and  cents. 

Mr.  Kelley.  Probably  to  a  good  many  thousands  of  dollars;  or 
up  in  the  hundreds  of  thousands? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  Now,  that  might  have  been  a  source  of  some  con- 
siderable embarrassment  for  you  if  you  had  not  been  in  a  good 
situation  with  your  banks,  and  so  on,  holding  that  back  so  long? 

Mr.  Ward.  We  probably  would  have  had  to  have  had  the  money. 

Mr.  Kelley.  Now,  because  the  other  builders,  as  I  understood 
from  the  testimony,  were  in  the  same  situation  you  were,  they  could 
not  get  settlement  on  these  extras,  and  so  then  they  employed  a  Mr. 
Hamilton  to  go  east  to  see  if  he  could  not  fix  the  thing  up.  Do  you 
remember,  or  do  you  know  what  was  paid  Mr.  Hamilton  for  that 
work? 

Mr.  Ward.  No  ;  I  do  not. 

Mr.  Keixey.  Well,  the  testimony  has  been  here  that  it  was  $15,000 
compensation;  and  that  he  was  also  paid  $1,000  a  month  for  his 
expenses  while  he  was  down  there. 

Mr.  Ward.  Well,  I  do  not  know  anything  about  that. 

Mr.  Kelley.  Now,  do  you  know  whether  or  not  the  steel  ship- 
builders also  had  trouble  about  their  extras? 

Mr.  Ward.  Well,  just  rumors;  I  do  not  know  anything  myself. 

Mr.  Kelley.  The  testimony  is  that  tliey  had  the  same  trouble- 
until  they  paid  Mr.  Hamilton  $10,000  more,  making  $25,000,  and 
$1,000  a  month  for  his  expenses.  Now,  after  Mr.  Hamilton  got  back 
was  there  any  change  in  the  policy  of  this  office  in  the  payment 
for  extras? 

Mr.  Ward.  Not  that  I  recall ;  and  I  don't  know  that  there  is  any 
change  yet ;  I  am  still  battling  with  them. 

Mr.  Kelley.  Maybe  that  is  because  you  did  not  join  this  society? 

Mr.  Ward.  Well,  I  don't  know  whether  the  company  belonged  to  it 
or  not,  but  I  have  never  been  to  a  meeting. 

Mr.  Kelley.  You  did  not  get  any  notice;  Mr.  Hamilton  did  not 
write  you  down  there? 

Mr.  Ward.  No,  sir;  he  did  not. 

Mr.  Kelley.  And  you  have  to  watch  your  extras  yet  ? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  You  know,  of  course,  there  were  settlements  with 
everybody  else? 

•Mr.  Ward.  We  have  some  extra  settlements;  yes. 

Mr.  Keixey.  Oh,  you  have  had  some  disputed  claims,  too,  have 
you? 

Mr.  Ward.  Yes;  claims  arise  every  day  on  ships. 


SHIPPING  BOABD  OPERATIONS.  671 

Mr.  Keluey.  My  understanding  was  ypu  had  never  had  extras 
allowed  before? 

Mr.  Ward.  Oh,  yes :  we  always  had  more  or  less,  but  we  always  had 
more  or  less  trouble  in  getting  them. 

Mr.  Kelley.  I  thought  you  said  the  motto  of  the  office  there  was, 
''  There  ain't  no  extras  "  ? 

Mr.  Ward.  That  was  the  motto,  but  it  did  not  always  work.  My 
policy  was  to  get  paid  as  we  went  along,  but  we  could  not  always 
get  it.  Some  of  the  things  we  did  not  get  paid  for  until  the  last  set- 
tlement, and  sometimes  we  carried  things  along  for  a  long  time ;  but 
whenever  we  could  get  hold  of  them  for  a  settlement  we  held  them 
together  right  then  and  there  until  the  work  was  done. 

Mr.  Kjslley.  How  much  are  you  back  now  on  extras,  according  to- 
your  claims? 

Mr.  Ward.  I  don't  know;  we  have  some  small  claims  in  now  for 
extras ;  little  changes  that  came  up. 

Mr.  Kelley.  When  everything  is  allowed  and  you  have  every- 
thing, nearly  everything  allowed? 

Mr.  Ward.  ^Practically  everything;  there  are  lots  of  things  we 
have  not  got  paid  for  and  probably  never  will. 

Mr.  Kelley.  I  can  understand  how  there  could  be  a  disputed  ques- 
tion where  a  contractor  would  claim  extras  for  something  possibly 
that  the  Government  mi^ht  not  think  he  was  entitled  to,  but  there 
are  a  vast  amount  of  claims  which  apparently  are  being  made  be- 
cause of  work  made  necessary  in  accordance  with  changes  which  the^ 
Government  made  in  these  plans  and  specifications? 

Mr.  Wabd.  Yes. 

Mr.  Ejslley.  And  these  contractors  could  not  get  their  pay  for 
those  extras  until  after  Mr.  Hamilton  became  the  agent  for  this 
association  and  went  east,  and  then  this  arrangement  was  made  hj 
which  Mr.  Blain  and  Mr.  Magee  took  care  of  those  extras  here;. 
was  that  your  understanding  of  the  situation? 

Mr.  Ward.  No  ;  I  didn't  know  that  they  took  care  of  the  extras. 

Mr.  Kelley.  Well,  it  may  be  that  your  firm  was  one  of  the  firms, 
that  Blain  and  Magee  favored  from  the  start? 

Mr.  Ward.  Not  that  I  know  of. 

Mr.  Keixey.  Some  of  the  testimony  seems  to  be  from  others  who 
testified  here  that  they  could  not  get  any  extras,  and  that  is  why 
they  banded  together  and  sent  Mr.  Hamilton  down  to  Washington; 
but,- of  course,  if  you  had  no  grievance,  I  can  readily  see  why  you 
did  notioin  in  sending  Mr.  Hamilton  down  there? 

Mr.  Ward.  Oh,  we  had  a  grievance  all  right ;  but  we  also  had  a 
contract,  and  we  belicA^ed  our  contract  was  good,  and  we  made  our 
part  of  it  good,  and  I  believe  the  Government  is  going  to  make  their 
part  of  it  good.  While  we  got  some  extra  payments,  it  was  because 
we  went  after  them  and  got  those  payments,  and  we  refused  to  do 
work  until  they  were  paid,  when  it  was  clearly  up  to  them  to  make 
those  payments. 

Mr.  IGjlley.  Then  your  testimony  is  that  you  had  extras  allowed 
bv  Mr.  Blain  and  Magee  prior  to  the  time  that  Mr.  Hamilton  went 
:Sast? 

Mr.  Ward.  Oh,  yes. 

Mr.  Kelley.  Now,  how  much  were  you  allowed  per  ship  for 
extras? 
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Mr.  Ward.  Oh,  it  was  not  on  a  per-ship  basis.  When  a  pieoe  of 
work  came  up  to  be  done,  a  change,  we  agreed  if  possible,  before  we 
did  the  work  on  what  the  compensation  should  be  for  that  work. 

Mr.  Kelley.  And  then  you  made  a  voucher  for  that,  covering  that 
<;o6t? 

Mr.  Ward.  After  the  work  was  completed ;  yes. 

Mr.  Kelley.  After  the  work  was  completed? 

Mr.  Ward.  Yes. 

Mr.  KIelley.  And  that  would  be  O.  K'd  by  the  inspector? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  And  then  that  would  be  O.K'd  by  Mr.  Blain  or 
Mr.  Magee? 

Mr.  Ward.  I  don't  know  who  O.  K's  that  up  here;  I  never  was 
up  here;  my  home  is  in  Aberdeen,  and  that  is  where  I  do  busineas. 
I  don't  know  what  they  did  up  here. 

Mr.  Kelust.  Now,  then,  they  were  all  paid? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  You  are  absolutely  sure  you  had  payments  made  like 
that? 

Mr.  Ward.  Yes. 

Mr.  Kellet.  And  your  extras  were  settled  for,  unless  there  was 
some  specific  dispute  about  them,  before  Mr.  Hamilton  went  down 
there  to  represent  the  wood-ship  builders  association? 

Mr.  Ward.  Not  all  of  the  extras ;  some  of  the  extras,  but  the  bulk 
of  them,  at  least,  were  not. 

Mr.  Kelley.  The  bulk  of  them  were  paid,  or  were  not  paid? 

Mr.  Ward.  No ;  the  bulk  of  them  were  not  paid. 

Mr.  Kelley.  But  afterwards,  and  immediately  after  his  trip,  your 
settlements  were  made  pretty  promptly? 

Mr.  Ward.  I  don't  recall  his  trip.  I  don't  remember  when  he  weni 
back  East. 

Mr.  Kelley.  As  I  recall  the  testimony,  it  was  in  December,  1918, 
that  he  went  East,  and  he  came  back  about  February,  1919? 

Mr.  Ward.  The  record  will  show  when  they  were  paid ;  the  bulk 
of  the  extras  were  not  paid. 

Mr.  Kelley.  Did  your  firm  contribute  anything  to  the  $25,000  or 
to  the  $15,000? 

Mr.  Ward.  I  don't  know  whether  they  did  or  not ;  we  were  members 
of  the  association ;  but  I  don't  know  whether  we  were  assessed  or  not 

Mr.  Keixey.  That,  I  suppose,  would  be  a  special  assessment, 
wouldn't  it? 

Mr.  Ward.  I  should  imagine  it  would;  I  don't  know  the  conditions; 
we  have  been  specially  assessed  by  the  Wood  Ship  Association  before. 

Mr.  Kelley.  Can  you  think  of  any  reason  in  the  world  why  tie 
shipbuilders  in  this  region  would  find  it  necessary  to  form  an  asso- 
ciation, and  pay  a  man  $15,000  to  go  down  to  Philadelphia,  when  the 
officers  right  here  in  this  building  had  the  authority  to  adjust  those 
claims? 

Mr.  Ward.  Well,  it  would  be  worth  $15,000. 

Mr.  Kelley.  To  get  it  done? 

Mr.  Ward.  To^et  things  itraightened  out;  I  will  tell  you  that. 

Mr.  Kelley.  les;  but  is  it  your  judgment  that  the  shipbuilders 
of  this  locality  should  have  been  taxed  to  the  extent  of  $15,000  to 
get  their  just  claims  adjudicated^ 
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Mr.  Wakd.  I  don't  know  that  they  were. 

Mr.  Kelley.  If  they  were  held  back  until  such  time  as  they 
were  willing  to  put  up  this  $15,000  to  Hamilton  and  send  him  down 
there  to  let  the  water  out  and  take  the  money  down? 

Mr.  Wahd.  If  that  was  the  case,  I  don't  think  it  was  just? 

Mr.  KfJiT.ky.  You  knew  that  in  the  district  just  to  the  south  of 
you  that  they  paid  their  claims  over  there  as  they  went  along, 
for  extras? 

Mr.  Ward.  I  did  not  know  that. 

Mr.  Kellet.  And  that  Blain  and  Magee  had  full  authority  to 
pay  these  claims  as  they  matured? 

Mr.  Ward.  Yes. 

Mr.  Kellet.  And  yet  they  insisted  there  would  be  no  extras, 
except  possibly  in  your  case,  and  then  these  wood-ship  builders 
made  this  compensated  agent  their  representative;  and  after  that. 
Mr.  Blain  and  Mr.  Magee  readily  acquiesced  in  signing  these 
vouchers? 

Mr.  Ward.  I  don't  recall  they  signed  vouchers  for  us. 

Mr.  Kellet.  They  signed  yours  before  that? 

Mr.  Ward.  They  signed  some. 

Mr.  Kellet.  So  you  had  no  real  grievance,  and  therefore  you 
did  not  get  into  this  matter  at  all? 

Mr.  Ward.  Yes;  we  had  grievances;  we  had  a  small  number  of 
extras  paid,  but  not  nearly  the  bul^  of  the  extras  we  had  coming. 

Mr.  Kellet.  You  said  you  did  not  get  in  on  the  Hamilton  matter? 

Mr.  Ward.  No  ;  I  did  not. 

Mr.  Kellet.  I  take  it  that  you  had  some  reason  that  you  did  not 
want  to  do  that;  why  didn't  you  make  him  your  agent? 

Mr.  Ward.  Personally,  I  thought  we  were  always  able  to  take 
care  of  ourselves. 

Mr.  Kellet.  Did  you  get  your  bills  paid? 

Mr.  Ward.  We  have  always  been  able  to  take  care  of  ourselves. 

Mr.  KsLLET.  And  you  thought  that  you  did  not^need  a  repre- 
sentative in  Washington  or  Philadelphia? 

Mr.  Ward.  That  is  the  way  I  felt  about  it. 

Mr.  Kellet.  That  certainly  ought  to  be  the  case,  that  when  a 
man  deals  with  the  Government  of  the  United  States  on  the  square, 
building  ships  or  delivering  any  other  goods  it  ou^ht  not  to  be  neces- 
sary to  hire  a  lobbyist  to  go  to  Washington  with  an  expense  ac- 
count of  $1,000  a  month  for  mcidentals,  and  a  salary  of  $15,000  to  do 
what  a  man  situated  right  here  in  the  midst  of  this  community  had 
the  right  and  the  authority  to  do.  Can  you  give  me  any  reason  why, 
and  do  you  know  of  any  reason,  why  Mr.  Blain  or  Mr.  Magee  held 
back  these  vouchers  for  these  extras? 

Mr.  Ward.  No. 

Mr.  Kellet.  And  whj^  Mr.  Hamilton's  visit  to  Seattle  was  so 
successful  ? 

Mr.  Ward.  No;  that  is  entirely  new  to  me;  I  am  not  familiar 
with  it. 

Mr.  Kellet.  Is  your  company  assessed  for  presents  for  the  man- 
agement for  the  Government  here  ? 

Mr.  Ward.  Pardon  me,  sir? 
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Mr.  Kelley.  Is  your  company  assessed  for  the  presents  which  they 
give  to  the  officers  of  the  Government  ? 

Mr.  Ward.  I  believe  they  were  in  one  instance,  but  I  am  not  sure. 

Mr.  KjaLLET.  On  what  theory  do  you  think  a  Government  officuJ 
ought  to  require  contractors  of  the  Government  to  buy  him  a  Pierce- 
Arrow  motor  car? 

Mr.  Ward.  I  don't  know  anything  about  that. 

Mr.  KJBLLEY.  Or  assess  your  corporation  for  that  purpose?  Or  a 
Cadillac  car? 

Mr.  Ward.  I  don't  know. 

Mr.  Kellet.  But  you  do  say  you  were  assessed  for  that  purpose! 

Mr.  Ward.  I  think  we  were  in  that  case.  Mr.  Shields  will  verify 
that  statement. 

Mr.  Kemjey.  That  is  all. 
-   The  Chairman.  Mr.  Ward,  I  have  just  one  or  two  more  questions: 
Did  you  receive  steam  winches,  windlasses,  steering  gear,  two  cars 
of  treenails,  and  some  linseed  oil,  and  a  number  of  ship  knees  which 
had  been  purchased  from  Mr.  Magee? 

Mr.  Ward.  Yes. 

The  Chairman.  Do  you  know  where  they  came  from? 

Mr.  Ward.  No. 

The  Chairman.  Do  you  know  where  he  got  them? 

Mr.  Ward.  He  got  them  from  the  Fleet  Corporation;  or  I  sup- 
pose he  did. 

The  Chairman.  Did  you  try  to  purchase  them  from  the  Fleet 
Corporation? 

Mr.  Ward.  I  don't  recall  that  we  did ;  no ;  I  don't  think  so. 

The  Chairman.  What  purpose  are  you  going  to  make  of  this 
inaterial? 

Mr.  Ward.  Oh,  on  these  barkentines. 

The  Chairman.  Has  the  contract  been  let  for  these  barkentines! 

Mr.  Ward.  We  are  building  them  for  our  own  account. 

The  Chairman.  Your  present  intention  is  to  operate  them  your- 
selves? 

Mr.  Ward.  Yes. 

The  Chairman.  How  many  masters  are  they;  what  are  they? 

Mr.  Ward.  Five-mast. 

The  Chairman.  Was  there  not  a  picture  of  one  of  them  in  the  Sun- 
day paper  here  a  few  weeks  ago,  in  the  Seattle  paper? 

Mr.  Ward.  I  dont'  know  whether  there  was  a  picture  in  the  paper 
or  not. 

The  Chairman.  Well,  if  you  don't  know,  I  will  not  ask  you.  Do 
you  know  what  your  are  expected  to  pay  for  this  material;  these 
winches,  windlasses,  and  so  forth? 

Mr.  Ward.  Yes ;  we  have  the  quotations. 

The  Chairman.  Do  you  know  what  they  are? 

Mr.  Ward.  Yes. 

The  Chairman.  Have  you  seen  the  material? 

Mr.  Ward.  Yes ;  I  have  seen  the  material ;  the  steering  gear. 

The  Chairman.  Has  it  been  delivered?, 

Mr.  Ward.  Yes ;  part  of  it  is. 

The  Chairman.  So  you  have  purchased  it? 

Mr.  Ward.  Yes. 
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The  Chairman.  But  you  don't  know  what  you  are  going  to  pay 
for  it  ? 

Mr.  Ward.  We  have  the  information  in  Aberdeen ;  but  I  don't  re- 
member what  it  is  here  now. 

The  Chairman.  What  was  the  hull  number  of  the  Aberdeen f 

Mr.  Ward.  J896. 

The  Chairman,  1896  or  1896 'i 

Mr.  Ward.  1896. 

The  Chairman.  Do  you  know  the  total  bonus  you  received  on  that 
ship? 

Mr.  Ward.  $20,000, 1  believe. 

The  Chairman.  $20,000? 

Mr.  Ward.  Yes. 

The  Chairman.  Do  you  know  the  total  number  of  hulls  on  which 
you  received  bonuses? 

Mr.  Ward.  No. 

.  The  Chairman.  Would  vou  say  it  was  something  like  14? 
'Mr.  Ward.  I  would  think  so ;  yes. 

The  Chairman.  I  will  ask  you,  you  don't  know  the  total  amount 
your  concern  received  of  these  bonuses? 

Mr.  Ward.  No  ;  I  don't  know,  offhand. 

The  Chairman.  Do  you  remember  signing  a  modification  of  your 
installation  contract  on  December  28,  1917,  in  August  of  last  year, 
whereby  the  expenditures  for  direct  labor  in  excess  of  $25,000  shall 
be  deemed  to  have  been  expended  by  the  contractor  in  manufacturing 
items  for  installation  upon  orders  of  owner,  and  the  owner  would 
pay  the  contractor  in  addition  to  such  labor  cost  a  sum  equal  to  50 
per  cent  thereof  for  overhead  ? 

Mr.  Ward.  I  remember  that. 

The  Chairman.  Who  negotiated  that  modification. 

Mr.  Ward.  I  think  Mr.  Snields  and  Mr.  Shubach  and  I  were  there 
at  that  time. 

The  Chairman.  Who  did  you  negotiate  the  change  with? 

Mr.  Ward.  I  think  it  was ;  well,  I  am  not  sure ;  my  memory  is  not 
very  sure  on  that. 

The  Chairman.  Well,  why  was  it  desirable  to  modify  your  origi- 
nal agreement? 

Mr.  Ward.  Because  the  original  contract  requirements  of  the  Fleet 
Corporation  were  not  being  lived  up  to. 

The  Chairman.  In  what  way  ? 

Mr.  Ward.  They  were  not  supplying  material  as  they  agreed  to 
under  the  contract. 

The  Chairman.  Well,  this  supplemental  agreement  did  not  make 
any  reference  to  that,  did  it? 

Mr.  Ward.  Yes ;  in  the  fact  that  we  were  required  to  put  in  manu- 
facturing facilities,  which  under  the  original  contract  we  were  not 
required  to  do. 

The  Chairman.  Now,  under  your  original  contract  you  were  not 
required  to  install  any  of  the  machinery  ? 

Mr.  Ward.  We  were  to  install  the  machinery,  but  not  to  manu- 
facture it. 

The  Chairman.  Well,  why  were  you  going  to  install  the  ma- 
chinery if  you  were  not  going  to  manufacture  any? 
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Mr.  Ward.  Well,  under  the  installation  contract,  the  machinery 
was  supposed  to  have  been  sent. to  us  in  addition  to  be  installed  and 
assembled  in  the  ships,  but,  as  a  matter  of  fact  thev  did  not  come 
that  way ;  and  we  were  obliged  to  put  in  shops  for  the  manufacture 
of  the  copper  work,  copper  piping,  whicli  under  the  original  con- 
tract was  to  be  supplied  to  us  per  ship. 

The  Chairman.  What  was  the  machinery  you  were  required  to 
install  under  the  original  agreement! 

Mr.  Ward.  Machinery  for  the  assembling  of  the  machinery  in  the 
shops. 

The  Chairman.  And  you  were  required  to  install  the  machinery 
that  belonged  to  the  ships  ? 

Mr.  Ward.  We  were  required  to  assemble  the  machinery  which 
was  sent  to  be  put  in  the  ships,  but  not  to  manufacture  any  part 
of  it. 

The  Chairman.  Now,  tlien,  I  understand  the  Fleet  Corporation 
failed  to  deliver  the  equipment  in  proper  condition  and  it  could  not 
be  installed^  and  that  therefore  you  had  to  change  the  agreement 
which  permitted  you  to  manufacture  certain  parts  which  were  neces- 
sary for  the  proper  installation  of  the  machinery. 

Mr.  Ward.  We  were  not  manufacturing  when  that  agreement  was 
drawn  up,  and  had  not  up  to  that  time;  hut  in  order  to  compensate 
us  for  the  work  of  manufacturing  and  putting  in  that  plant  that 
agreement  was  drawn  up. 

The  Chairman.  So  that  by  reason  of  the  failure  of  the  Fleet  Cor- 
poration to  comply  with  the  terms  of  the  original  agreement,  the 
supplemental  agreement  w^as  necessary  which  increased  the  cost  to 
the  Fleet  Corporation  of  the  installation  ? 

Mr.  Ward.  I  won't  say  it  increased  the  cost  to  the  corporation; 
,in  fact,  I  think  it  decreased  the  cost  to  the  corporation  for  that 
reason. 

The  Chairm*vn.  To  the  Fleet  Corporation  ? 

Mr.  Ward.  To  the  Fleet  Corporation,  for  this  reason,  that  the. ma- 
terial should  have  been  manufactured  in  the  plants  in  Seattle,  and 
in  the  East  and  sent  out  to  us,  where  we  would  install  it  and  where 
we  manufactured  it  in  our  own  plant. 

The  Chairman.  Yes. 

Mr.  Ward.  At  a  50  per  cent  basis,  it  cost  the  Fleet  Corporation 
less  money. 

The  Chairman.  Well,  then,  the  Fleet  Corporation  failed  to  live 
up  to  the  terms  of  its  original  agreement,  and  got  a  more  advantage- 
ous agreement  by  entering  into  this  supplemental  agreement  in 
August,  1918  ? 

Mr.  Ward.  They  did,  sir. 

The  Chairman.  And  you,  or  your  corporation,  received  less  than 
you  would  have  received  under  the  original  agreement? 

Mr.  Ward.  No,  sir ;  we  were  both  benefited  by  it. 

The  Chairman.  Well,  now,  let's  see  how  that  happened :  The  Fleet 
Corporation  had  an  agreement  whereby  it  was  to  send  to  the  Grays 
Harbor  Motorship  Corporation  certain  machinery  for  installatioa, 
complete  ? 

Mr.  Ward.  Yes. 

The  Chairman.  So  it  would  require  no  additional  manufacture  of 
parts  or  material  to  facilitate  its  installation  in  the  hulls? 
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Mr.  Ward.  That  is  correct. 

The  Chairman.  Now,  then,  the  Fleet  Corporation,  according  to 
your  statement,  failed  to  live  up- to  its  agreement,  and  it  sent  foiv 
ward  machinery  there  in  such  condition  that  you  hrfd  to  manufacture 
certain  things  before  the  installation  of  the  machinery  in  the  hull 
could  be  completed  and  properly  done? 

Mr.  Ward.  That  is  correct. 

The  Chairman.  Now,  then,  the  Fleet  Corporation  got  that  work 
done  for  less  money  by  having  you  manufacture  it  than  they  would 
have  had  to  pay  if  they  had  complied  with  the  terms  of  the  original 
agreement  ? 

Mr.  Ward.  That  is  correct. 

The  Chairman.  Well,  they  got  it  done  for  less  money,  while  you 
by  manufacturing  it  at  your  .plant  got  better  terms  and  received  more 
money  from  the  Fleet  Corporation  than  you  would  have  received 
under  the  original  agreement  because  of  this  extra  work  of  manu- 
facturing it ;  is  that  it  ? 

Mr.  Ward.  Yes;  it  simply  placed  us  in  that  position,  that  work 
would  have  to  be  contracted  for  outside  at  special  rates;  and  they 
could  contract  it  with  us  at  special  rates,  and  they  could  enter  into 
a  supplemental  agreement,  and  they  could  get  that  work  done,  under 
that  supplemental  agreement  at  a  reasonable  compensation,  which 
they  decided  to  do. 

l^he  ^Chairman.  And  that  agreement  which  they  made  with  you 
for  this  manufacturing  contained  this  clause:  That  the  expendi- 
tures in  excess  of  $25,000  shall  be  deemed  to  have  been  expended  by 
the  contractor  in  manufacturing  items  for  installation  upon  orders  of 
owners,  the  owner  to  pay  your  corporation  in  addition  to  such  labor 
cost  a  sum  equal  to  50  per  cent  thereof  for  overhead  ? 

Mr.  Ward.  Yes. 

The  Chairman.  That  is  the  agreement? 

Mr.  Ward.  That  was  the  only  way  to  arrive  at  it;  there  was  no 
segregation  in  our  account  between  what  should  have  been  done  under 
the  original  contract  and  what  was  actually  done  in  manufacturing; 
and  the  only  way  to  arrive  at  it  was  to  estimate  the  actual  cost  of 
doing  the  work  as  specified  under  the  original  contract. 

tThe  Chairman.  So  that  while  it  was  better  for  you,  that  arrange- 
ment, it  was  also  better  for  the  Fleet  Corporation  ? 

Mf.^Ward.  Yes. 

The  Chairman.  Was  the  machinerv  installed  in  your  plant  in 
hull  No.  55? 

Mr.  Ward.  Yes. 

The  Chairman.  So  was  she  a  completed  ship  when  you  completed 
the  installation  of  the  machinery? 

Mr.  Ward.  Yes.    As  far  as  the  requirements  were  on  that  date. 

The  Chairman.  Well,  were  the  requirements  of  that  date  such  as 
to  permit  the  vessel  to  start  on  her  voyage,  her  maiden  voyage,  after 
you  had  finished  the  work  upon  her? 

Mr.  Ward.  I  believe  that  it  required  docking  after  the  final  trial 
trip. 

Tlie  Chairman.  But  that  could  not  be  until  after  the  po>\er  had 
been  tried  out,  and  she  had  been  under  steam  ? 

Mr.  Ward.  Yes. 
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The  Chaikman.  Do  you  know  why,  in  August,  1918,  it  was  neces- 
sary to  spend  any  money  for  towage  on  that  hull? 

Mr.  Ward.  On  what  "date  ? 

The  Chairman-.  August  6,  1918? 

Mr.  Ward.  No  ;  I  do  not. 

The  Chairman.  Hull  999  was  not  completed  by  your  yard? 

Mr.  Ward.  Yes. 

The  Chairman.  Beady  to  steam  away? 

Mr.  Ward.  She  was  required  to  be  docked,  as  all  of  them  were,  be- 
fore departing. 

The  Chairman.  After  the  power  had  been  tested? 

Mr.  Ward.  Yes. 

The  Chairman.  Do  you  know  of  any  reason  why  in  October,  1818, 
any  towage  charge  should  have  been  made  against  that  vessel  ? 

Mr.  Ward.  She  was  lying  down  here  at  the  dock  for  months  and 
she  was  tied  up  for  some  reason  or  other  on  account  of  a  strike  on  the 
water  front  here. 

The  Chairman.  That  was  in  October? 

Mr.  Ward.  Well,  I  have  seen  her  down  ther«  for  some  time  I  don't 
remember  how  long ;  I  imagine  it  was  about  that  time. 

The  Chairman.  But  they  had  no  strike  along  in  the  water  front 
in  October,  1918  ? 

Mr.  Ward.  No ;  but  she  was  still  there  in  January  when  the  strike 
came  on. 

The  Chairman.  Why,  in  November,  1918,  should  there  have  been 
any  towage  charged  against  the  steamer  Aberdeen? 

Mr.  Ward,  What  date? 

The  Chairman.  In  November,  1918? 

Mr.  Ward.  WelU  she  was  in  the  hands  of  the  Fleet  Corporation 
on  that  date ;  and  so  I  wouldn't  know  why  there  should  be. 

The  Chairman.  She  had  been  delivered? 

Mr.  Ward.  Yes. 

The  Chairman.  And,  as  far  as  you  know,  there  were  no  defects  or 
breakdowns  in  the  machinery  which  would  require  towage  ? 

Mr.  Ward.  No. 

The  Chairman.  In  the  same  month,  on  hull  999,  do  you  know  any 
reason  why  there  should  be  a  towage  charge  against  that  ship,  either 
before  or  after  you  delivered  her? 

Mr.  Ward.  She  was  also  in  the  hands  of  the  Fleet  Corporation,  as 
I  recall  it,  on  that  date.  There  were  two  or  three  vessels,  which 
were  docked,  and  they  had  to  be  moved  to  another  place  for  dry 
docking,  and  that  may  explain  that. 

The  Chairman.  Now,  another  charge  in  this  year — in  January— 
against  hull  999  for  towage;  might  that  have  been  for  the  same 
reason? 

Mr.  Ward.  Yes. 

The  Chairman.  Do  you  remember  the  name  of  hull  2677? 

Mr.  Ward.  The  Adria^  I  believe. 

The  Chairman.  Is  that  one  of  the  last  contracts? 

Mr.  Ward.  Yes. 

The  Chairman.  Was  that  a  hull  only? 

Mr.  Ward.  Yes. 

The  Chairman.  Not  a  completed  ship? 

Mr.  Ward.  No. 
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The  Chairjcan.  Where  was  she  takeh? 

Mr.  Ward.  Lake  Union. 

The  Chairman.  From  Aberdeen? 

Mr.  Ward.  Yes. 

The  Chairman.  How  far  is  that. 

Mr.  Ward.  About  160  miles,  I  guess. 

The  Chairman.  One  hundred  and  sixty  miles ;  would  you  say  that 
a  charge  of  $1,350  for  towing  that  hull  from  Aberdeen  to  Lake 
XJnion  was  excessive? 

Mr.  Ward.  No  ;  that  is  not  an  unreasonable  charge. 

The  Chairman.  That  is  a  reasonable  charge  for  160  miles  towage, 
is  it? 

Mr.  Ward.  Yes. 

The  Chairman.  And  hull  2680,  that  is  one  of  the  last  ships? 

Mr.  Ward.  Yes. 

The  Chairman.  Hull  only  ? 

Mr.  Ward.  Yes. 

The  Chairman.  And  she  is  now  at  I^ake  Union  ? 

Mr.  Ward.  Yes. 

The  Chairman.  And  she  was  towed  over  from  Aberdeen  by  the 
Fleet  Corporation? 

Mr.  Ward.  Yes. 

The  Chairman.  Was  there  any  reason  why  the  towage  on  that  hull 
should  be  any  more  than  the  towage  on  the  Adria^  hull  2677? 

Mr.  Ward.  No;  I  don't  recall  any  reason;  but  it  was  handled 
entirely  by  the  Fleet  Corporation. 

The  Chairman.  How  many  men  did  you  have  employed  at  your 
plant  when  you  were  at  your  greatest  period  of  activity  ? 

Mr.  Ward.  Between  2,500  and  3,000. 

The  Chairman.  How  many  have  you  there  now  ? 

Mr.  Ward.  About  750. 

The  Chairman.  Now,  I  would  like  to  ask  you  whether,  in  your 
opinion,  there  is  likeljr  to  be  in  the  future  need  for  well-equipped 
wood-ship  yards  in  this  section,  and  also  along  this  section  ox  the 
coast? 

Mr.  Ward.  I  would  think  that  a  certain  number  of  them  would  be 
necessary. 

The  Chairman.  If  a  hull  has  been  started  here  that  is  from  80  to 
100  per  cent  finished,  are  the  demands  for  ships  of  that  class,  for  that 
class  of  ships  such  now,  or  likely  to  be  in  the  future  such  as  to  war- 
rant the  additional  expenditure  on  these  hulls  for  the  installation  of 
machinery  rather  than  their  completion  as  barges? 

Mr.  Ward.  Well,  I  would  not  be  able  to  say  on  that. 

The  Chairman.  Sir? 

Mr.  Ward.  Well^  I  am  not  familiar  enough  with  shipping.  I  can 
tell  you  what  a  ship  is,  but  I  am  not  familiar  with  shipping;  I  am 
not  a  shipping  man. 

The  Chairman.  You  have  not  had  experience  in  the  operating  or 
chartering  of  ships  or  anything  of  that  sort  ? 

Mr.  Ward.  No  ;  I  have  not. 

The  Chairman.  How  long  have  you  been  connected  with  ship- 
building? 

Mr.  Ward.  Well,  I  was  brought  up  in  the  business  with  my 
father.  ' 
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The  Chairman.  Here  in  the  West? 

Mr.  Ward.  Yes. 

The  Chairman.  Where  have  you  been  connected  with  shipbuilding 
before  going  to  the  Grays  Harbor  Motorship  Corporation? 

Mr.  Ward.  In  Seattle. 

The  Chairman.  In  what  yard? 

Mr.  Ward.  Ward  &  Son — ^my  father,  my  brothers,  and  I. 

The  Chairman.  That  was  a  yard  that  had  been  here  for  many 
years  ? 

Mr.  Ward.  Several  years ;  jes. 

The  Chairman.  It  is  now  in  existence? 

Mr.  Ward.  No. 

The  Chairman.  How  long  ago  did  it  go  out  of  existence? 

Mr.  Ward.  When  I  went  to  Grays  Harbor. 

The  Chairman.  These  barkentines  that  you  are  building,  are  there 
any  similar  ships  of  that  kind  engaged  in  commerce  along  tiiis 
coast? 

Mr.  Ward.  Yes. 

The  Chairman.  How  many  would  you  say? 

Mr.  Ward.  Oh,  I  think  I  might  probably  name  a  dozen  or  more. 

The  Chairman.  They  are  purely  sailing  vessels? 

Mr.  Ward.  Yes. 

The  Chairman.  Are  they  now  used  in  the  whaling  business  at 
all? 

Mr.  Ward.  No,  sir ;  not  at  all. 

The  Chairman.  Just  for  cargo  carrying. 

Mr.  Ward.  Yes. 

The  Chairman.  Did  you  at  any  time  attend  a  meeting  presided 
over  by  Capt.  Magee,  at  which  time  the  question  was  discussed 
relative  to  the  classincation  of  ships  built  in  your  yard  by  the  Amoi- 
can  Bureau? 

Mr.  Ward.  Yes. 

The  Chairman.  How  did  that  meeting  happen  to  be  called;  do 
you  know  ? 

Mr.  Ward.  At  our  request. 

The  Chairman.  When  was  it? 

Mr.  Ward.  I  don't  remember  the  date. 

The  Chairman.  Well,  was  it  about  the  time  that  Mr.  Lang  was 
down  there? 

Mr.  Ward.  After  his  visit. 

The  Chairman.  How  long  after  his  visit  ? 

Mr.  Ward.  Oh,  I  would  say  a  month  or  so ;  maybe  more. 

The  Chairman.  That  might  be  in  April  or  May  of  1918  ? 

Mr.  Ward.  Yes. 

The  Chairman.  What  was  the  purpose  of  the  meeting? 

Mr.  Ward.  To  find  out  if  the  American  Bureau  would  classify  our 
ships,  and  to  find  out  what  they  wanted ;  we  were  unable  to  find  oat 
what  they  wanted. 

The  Chairman.  Did  you  find  out  ? 

Mr.  Ward.  No. 

The  Chairman.  You  had  quite  a  protracted  meeting  with  Capt 
Magee  presiding  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Calling  for  the  plans  which  were  approved? 
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Mr.  Ward.  Yes. 

The  Chairman.  And  they  were  produced  by  Capt.  Whitton ! 

Mr.  Ward.  Yes. 

The  Chairman.  And  you  were  asked  if  the  vessels  had  been  con- 
structed by  you  according  to  the  plans  approved  by  the  American 
Bureau  and  the  Emergency  Fleet  Corporation,  and  you  replied  that 
they  had,  with  one  exception,  and  then  you  stated  that  exception? 

Mr.  Ward.  Yes. 

The  Chairman.  And  what  the  changes  were  in  that  exception? 

Mr.  Ward.  Yes. 

The  Chairman.  Then  did  Capt.  Whitton  recite  what  the  diffi- 
culty was  with  the  work  you  had  done  ? 

IVfr.  Ward.  He  attempted  to. 

The  Chairman.  And  then  you  read  from  the  specifications? 

Mr.  Ward.  Yes. 

The  ChairmaNv  And  you  showed  that  the  work  that  you  did  cor 
responded  to  the  specifications? 

Mr.  Ward.  Yes. 

The  Chairman.  And  that  resulted  in  some  controversy,  in  which 
you  and  Capt.  Whitton  and  Capt.  Magee  engaged  ? 

Mr.  Ward  [laughinff].  Yes. 

The  Chairman.  And  the  result  of  it  was  that  when  the  meeting 
was  all  over,  you  were  about  where  you  were  when  you  started ; ' 
is  that  it  ? 

Mr.  Ward.  Just  exactly. 

The  Chairman.  Now^  do  you  know  whether  or  not  after  that  any 
official  of  your  corporation  agreed  with  tiny  officer  of  the  Fleet  Cor- 
poration, either  here  or  in  I^hiladelphia,  that  he  would  have  the 
vessels  inspected  and  classified  by  the  American  Bureau? 

Mr.  Ward.  No  ;  I  don't  recall  such  a  thing,  sir. 

The  Chairman.  Well,  if  any  such  understanding  had  been  en- 
tered between  some  officer  of  vour  corporation  and  the  Fleet  Cor- 
poration, you  would  probably  have  been  informed  about  it  ? 

Mr.  Ward.  I  think  so. 

The  Chairman.  And  you  don't  recall  ever  being  notified  to  that 
effect? 

Mr.  Ward.  No. 

The  Chairman.  But  you  went  right  ahead  constructing  the  ships 
under  your  contracts  and  specifications  in  the  absence  of  any  in- 
spector from  the  American  feureau  ? 

Mr.  Ward.  Well,  the  inspectors  did  not  change — they  had  not 
been  uiere  any  way ;  they  didn't  have  a  representative  there  anyway, 
you  understand. 

The  Chairman.  No;  I  know  thev  did  not;  but  you  went  along 
for  about  a  month  after  Mr.  Lang  left,  and  then  you  had  this  con- 
ference ? 

Mr.  Ward.  Yes. 

The  Chairman.  So  that  after  that  conference  there  you  still  con- 
tinued construction  work  without  any  inspector  of  the  American 
Bureau  being  present  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Now,  did  you  have  an  American  bureau  inspector 
there  for  the  machinery? 

Mr.  Ward.  No,  sir. 
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The  Chairman.  You  are  sure  there  was  no  American  bureau  ma- 
chineryinspector  there  ? 

Mr.  Wabd.  No,  sir;  not  that  I  know  of. 

The  Chairman.  So  the  machinery  was  installed  without  inspec- 
tion? 

Mr.  Ward.  Yes. 

The  Chairman.  When  did  Lloyds  man  come  first  to  your  yard? 
Before  you  completed  all  of  the  snips  that  required  classification  by 
the  American  bureau? 

Mr.  Ward.  Oh,  yes. 

The  Chairman.  Now,  did  Lloyds's  men  do  any  inspecting  of  the 
ships  which  were  required  to  be  classified  by  the  American  bureau 
while  you  were  at  work  on  them  and  also  at  work  on  the  eight  •ships 
under  the  last  contract. 

Mr.  Ward.  The  eight  ships  imder  the  last  contract  were  not 
started  for  a  long  time  after  liloyds's  inspectors  came  into  the  yard; 
they  were  inspected,  the  ships,  under  the  first  contract  during  the 
process  of  construction. 

The  Chairman.  By  Lloyds  ? 

Mr.  Ward.  By  Lloyds ;  yes. 

The  Chairman.  Well,  while  the  American  bureau  inspector  was 
there,  too? 

Mr.  Ward.  No  ;  after  the  break  with  the  American  bureau. 

The  Chairman.  Now,  did  Lloyds  give  you  a  survey  on  those 
ships  ? 

Mr.  Ward.  Yjbs. 

The  Chairman.  Wasn't  that  accepted  by  the  fleet  corporation? 

Mr.  Ward.  As  far  as  I  know,  they  did  not  object  to  the  surveys. 

The  Chairman.  Now,  how  soon  after  Lang  left  did  Lloyds  men 
come,  or  was  he  there  right  along? 

Mr.  Ward.  No  ;  he  was  not  there^  but  I  don't  recall  how  long  after 
it  was — ^not  so  very  long  after. 

The  Chairman.  Was  it  during  that  interval  that  the  steamer 
Blackford  was  launched  and  delivered? 

Mr.  Ward.  No. 

The  Chairman.  Did  Lloyds  man  inspect  the  Blackford? 

Mr.  Ward.  No. 

The  Chairman.  Why  not  ? 

Mr.  Ward.  He  was  not  there  at  that  time ;  it  was  after  that. 

The  Chairman.  It  was  after  the  Blackford  was  delivered  that 
Lloyds's  man  came? 

Mr.  Ward.  Yes.  • 

The  Chairman.  So  that  between  the  time  the  American  bureau 
inspector  stopped  coming  there,  and  Lloyds's  man  did  come,  it  was 
then  that  the  Blackford  was  launched  and  delivered ;  it  was  during 
that  interval,  was  it  ? 

Mr.  Ward.  I  believe  so. 

The  Chairman.  And  that  is  how  that  ship  came  to  be  delivered 
without  classification? 

Mr.  Ward.  Yes. 

The  Chairman.  Did  you  ever  attend  any  meetings  of  this  asso- 
ciation of  wood-ship  constructors  at  any  time? 

Mr.  Ward.  Never  been  to  one. 
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The  Chairman.  I  suppose  you  have  been  so  busy  that  you  haven't 
■»ny  knowledge  of  how  its  business  was  conducted  or  how  business  was 
<X)nducted  at  other  wood-ship  yards  in  this  district? 

Mr.  Ward.  Very  little ;  I  saw  very  little  of  the  situation. 

The  Chairman.  And  you  have  no  personal  knowledge  of  whether, 
at  the  start,  the  Fleet  Corporation  had  more  difficulties  with  your 
_yard  than  they  did  have  with  other  yards? 

Mr.  Ward.  I  don't  know  that. 

The  Chair^ian.  I  say,  you  don't  know  and  have  no  knowledge 
^whether  they  had  or  not. 

Mr.  Ward.  No. 

The  Chairman.  Or  whether  at  any  time  they  had  less  difficulties 
"ivith  your  yard  than  they  had  with  other  yards? 

Mrl  Ward.  No. 

The  Chairman.  Have  you  any  quantity  of  rejected  lumber  at 
Hhe  (jrays  Harbor  Motorship  Corporation  yard? 

Mr.  Ward.  No. 

The  Chairman.  As  the  result  of  these  contracts  which  you  have 
bad? 

Mr.  Ward.  No  ;  whenever  our  lumber  was  rejected  it  went  back  to 
the  mills ;  every  stick  of  it. 

The  Chairman.  Did  you  have  very  much  of  it  rejected? 

Mr.  Ward.  Not  a  very  great  deal ;  very  good  lumber  in  that  dis- 
trict. 

The  Chairman.  Where  did  it  come  from  ? 

Mr.  Ward.  It  came  from  the  Western  mill  right  there  adjacent 
to  our  plant. 

The  Chairman.  All  of  your  lumber  came  from  that  mill? 

Mr.  Ward.  Yes. 

The  Chairman.  Did  treenails  come  from  there? 

Mr.  Ward.  No. 

The  Chairman.  Where  did  they  come  from? 

Mr.  Ward.  From  the  Fleet  Corporation  in  the  East. 

The  Chairman.  They  furnished  you  with  those? 

Mr.  Ward.  They  furnished  them  and  they  inspected  them  in  the 
East 

The  Chairman.  And  billed  them  to  you? 

Mr.  Ward.  Not  all  of  them;  they  oilled  a  considerable  portion 
of  them,  but  some  were  billed  direct  to  us  without  inspection  by  the 
Fleet  Corporation. 

The  Chairman.  From  the  East  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Do  you  happen  to  know  where  they  were  shipped 
from  J  what  point,  or  from  wnat  mills  they  came? 

Mr.  Ward.  No,  sir ;  I  do  not. 

The  Chairman.  You  don't  know  where  they  were  made? 

Mr.  Ward.  No. 

The  Chairman.  What  sort  of  wood  are  they  usually  made  of? 

Mr.  Ward.  Locust. 

The  Chairman.  And  that  don't  grow  out  in  this  section? 

Mr.  Ward.  No. 

The  Chairman.  Did  you  have  any  considerable  number  of  them 
rejected. 
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Mr.  Wakd.  I  would  say  a  couple  of  carloads  or  so. 

The  Chairman.  What  became  of  those? 

Mr.  Ward.  The  people  who  sold  them  to  us  took  them  back. 

The  Chairman.  In  the  East? 

Mr.  Ward.  No  ;  locally. 

The  Chairman.  Did  you  have  any  rejected  that  were  furnished 
by  the  Fleet  Corporation  ? 

Mr.  Ward.  Yes. 

The  Chairman.  What  became  of  them  ? 

Mr.  Ward.  They  are  in  the  yard  yet. 

The  Chairman.  Still  there? 

Mr.  Ward.  Yes. 

The  Chairman.  *  How  many  ? 

Mr.  Ward.  I  don't  know,  quite  a  number  of  them;  quite  a  good- 
size  pile. 

The  Chairman.  Quite  a  good-size  pile  of  them  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Would  you  say  a  carload  ? 

Mr.  Ward.  Probably  a  carload. 

The  Chairman.  Were  those  some  that  were  billed  to  you,  or  to 
your  concern  ? 

Mr.  Ward.  Yes. 

The  Chairman.  So  you  have  a  claim  for  them  against  the  cor- 
poration, or  did  have  ? " 

Mr.  Ward.  Well,  I  don't  know  whether  there  is  a  claim  for  tree- 
nails.   I  don't  know  what  became  of  it ;  not  for  some  months. 

The  Chairman.  -I  mean  that  a  claim  was  submitted  for  them? 

Mr.  Ward.  Yes. 

The  Chairman.  How  often  do  you  have  occasion  to  see  the  dis- 
trict officers,  either  while  Capt.  Blain  was  in  charge,  or  while  Capt. 
Magee  was  here  ? 

Mr.  Ward.  Not  verv  often. 

The  Chairman.  Well,  that  might  mean  once  in  six  months,  or 
once  a  week? 

Mr.  Ward.  Probably  once  a  month. 

The  Chairman.  Once  a  month  ? 

Mr.  Ward.  Probably  it  would  be  that  on  an  average. 

The  Chairman.  And  you  came  here  to  see  him? 

Mr.  Ward.  Yes;  and  sometimes  they  come  through  on  inspection 
tours? 

The  Chairman.  Did  you  take  up  matters  with  him  direct? 

Mr.  Ward.  Yes. 

The  Chairman.  Either  Capt.  Blain  or  Mr.  Magee,  or  him? 

Mr.  Ward.  Yes.  Matters  pertaining  to  construction  I  always 
take  up  with  him  direct. 

The  Chairman.  You  take  it  up  with  him  direct?  Changes  in  the 
plans  and  specifications? 

Mr.  Ward.  They  always  take  those  up  with  me ;  it  comes  to  me  in 
the  end. 

The  Chairman.  1  think  you  said  in  reply  to  Mr.  Kelley,  that  you 
could  not  get  certain  material;  I  forget  just  what  it  was? 

Mr.  Ward.  Lumber? 
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The  Chaibman.  Certain  lumber;  that  you  then  quit  work,  and 
-stopped  work.  Did  you  have  to  shut  down  because  you  oould  not 
get  any? 

Mr.  Ward.  No,  sir ;  we  never  got  that  far. 

The  Chairman.  But  when  you  stated  that  is  what  you  would  do, 
it  always  brought  results,  did  it? 

Mr.  Ward.  Sometimes  it  did. 

The  Chairman.  What  happened  when  it  did  i>ot? 

Mr.  Ward.  Well,  we  did  not  stop. 

The  Chairman.  You  did  not  stop  ? 

Mr.  Ward.  No;  we  kept  on  going  [laughing]. 

The  Chairman.  J)id  you  notice  any  difference  in  the  manner  in 
which  the  work  proceeded,  and  in  which  your  negotiations  pro- 
ceeded, and  the  results  were  obtained  from  them  l^tween  you  or 
your  corporation  and  the  district  office  from  the  time  you  started 
work  under  your  original  contract  up  to  the  time  you  secured  your 
last  contract  for  these  eight  hulls? 

Mr.  Ward.  Any  change,  did  you  say? 

The  Chairman.  Any  difference? 

Mr.  Ward.  There  was  an  improvement  right  along. 

The  Chairman.  There  was  a  sta^e  when  matters  improved  be- 
tween your  corporation  and  the  district  office  ? 

Mr.  Ward.  Well,  of  course,  the  more  they  learned,  the  better  they 
got  to  be  as  ship  inspectors.   • 

The  Chairman.  Do  you  think  that  was  the  reason  for  it;  they 
were  learning? 

Mr.  Ward.  They  were  learning  all  the  time,  and  they  learned 
pretty  fast. 

The  Chairman.  Is  that  the  only  reason,  do  you  think  ? 

Mr.  Ward.  That  is  the  only  reason  I  could  suggest.  I  did  not 
notice  any  abrupt  change,  or  anything  of  that  sort. 

The  Chairman.  When  did  that  change  first  become  noticeable  to 
you? 

Mr.  Ward.  It  was  a  gradual  change;  I  never  noticed  any  abruj^t 
change;  but,  sumply,  we  battled  along,  and  kept  battling  along, 
until  they  kept  learning,  and  we  kept  learning;  and  things  got  a 
little  better,  it  seemed  to  me. 

The  Chairman.  Now,  as  a  shipbuilder,  would  you  say  it  is  an 
unusual  thing  to  construct  an  entire  ship  and  complete  it,  including 
the  installing  of  machinery,  and  deliver  it  to  a  party  who  you  are 
building  it  wrj  without  having  a  single  piece  of  lumber  rejected  in 
that  ship  ? 

Mr.  W  ARD.  Would  I  think  it  is  possible  ? 

The  Chairman.  Would  you  think  it  is  an  unusual  thing? 

Mr.  Ward.  No  ;  I  would  not ;  that  is  the  usual  thing  in  our  plant. 

The  Chairman.  Not  to  find  any  lumber  defective,  and  reject  it? 

Mr.  Ward.  Not  to  have  any  lumber  rejected.  We  do  the  rejecting 
if  there  is  any  to  be  done.    We  do  the  rejecting  on  that. 

The  Chairman.  That  is  the  usual  thing  in  your  plant? 

Mr.  Ward.  Yes;  it  is. 

The  Chairman.  And,  of  course,  if  that  lumber  was  rejected  by 
you,  it  would  not  show  on  the  inspectors'  reports? 

Mr.  Ward.  No. 
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.   The  Chairman.  As  a  matter  of  fact,  there  was  little  lumber  re- 
jected by  the  inspectors.in  your  j'ard  upon  these  ships  you  built? 

Mr.  Ward.  Yes. 

The  Chairman.  And  that  might  be  because  you  had  rejected  it 
previously^  or  it  might  be  because  the  lumber  was  of  such  grade 
that  no  rejections  were  justified;  is  that  it? 

Mr.  Ward.  It  was  not  justified  when  it  got  to  the  ship,  in  very 
many  cases;  of  course,  there  might  be  some  cases  where  it  would  be; 
a  good  many  inspectors  might  not  know  whether  to  reject  it  or  not^ 
anyway,  when  they  came  to  inspect  it. 

The  Chairman.  So  if  you  did  not  reject  the  lumber  yourself,  you 
think  inspectors  of  the  Fleet  Corporation  would  not  have  rejedked 
it  in  many  cases  ? 

Mr.  Ward.  I  don't  believe  they  would. 

The  Chairman.  That  is  to  say,  you  did  not  have  any  too  much 
faith  in  the  competency  and  the  experience  of  the  inspectors  of  the 
Fleet  Corporation  ? 

Mr.  Ward.  They  had  not  had  the  experience  is  all. 

The  Chairman.  They  had  not  had  the  experience  ? 

Mr.  Ward.  No  ;  they  had  not. 

The  Chairman.  Of  course,  the  lack  of  experience — ^lacking  ex- 
perience, they  would  be  less  competent  than  if  they  had  had  it? 

Mr.  Ward.  Yes. 

The  Chairman.  It  is  the  usual  thing  at  your  plant  to  have  the 
machinery  and  e(|uipment  installed  without  much  rejected  material? 

Mr.  Ward.  It  is  ouite  the  unusual  thin^. 

The  Chairman.  It  is  quite  the  unusual  thing? 

Mr.  Ward.  Yes. 

The  Chairman.  So,  at  your  plant^  with  reference  to  machinery, 
there  was  considerable  rejected  material? 

Mr.  Ward.  I  would  not  say  considerable  rejected  material;  there 
was  material  in  the  way  of  engines  which  were  installed  which  were 
shipped  in  from  the  East  from  various  points  poorly  assembled, 
and  some  of  it  gave  trouble ;  we  are  still  having  on  the  last  ship  some 
trouble. 

The  Chairman.  Who  purchased  the  engines? 

Mr.  Ward.  The  Fleet  Corporation. 

The  Chairman.  What  kind  of  engines  were  those? 

Mr.  Ward.  Triple-expansion  steam  engines. 

The  Chairman.  I  mean  what  make?  The  AUis-Chalmers,  or 
what  do  you  call  that  ? 

Mr.  Ward.  No;  I  don't  recall  the  names;  there  were  several 
builders  from  the  East  who  have — ^the  Builders'  Iron  Works  engine 
is  one ;  I  know  of  several  others. 

The  Chairman.  Did  you  have  engines  to  install  that  came  from 
this  section  of  the  country  ? 

ilr.  Ward.  Yes. 

The  Chairman.  How  about  them  ? 

Mr.  Ward.  They  were  fairly  satisfactory. 

The  Chairman.  The  West,  then,  had  it  on  the  East  somewhat  in 
the  matter  of  engines? 

Mr.  Ward.  I  think  it  was  a  matter  of  inspection  more  than  any- 
thing else. 
The  Chairman.  A  matter  of  inspection  ? 
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Mr.  Ward.  Yes. 

The  Chairman.  You  mean  by  that  the  inspectors  of  western  en- 
^nes  did  not  discover  detects  which  caused  rejections  which  were 
>vered  by  the  inspectors  on  the  eastern  engines  ? 

Mr.  Ward.  Just  the  opposite,  I  would  say. 

The  Chairman.  The  inspectors  of  the  western  engines  did  dis- 
cover the  defects  which  were  not  discovered  on  the  eastern  engines? 

Mr.  Ward.  I  believe  that  is  correct;  those  engines  were  Middle 
West  engines,  and  they  were  built  in  factories  not  used  to  marine 
ivork. 

The  Chairman.  Eastern  engines,  you  mean  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Now,  you  said  engines  built  here,  or  around  here 
in  Seattle,  were  superior  to  those  that  you  got  from  the  Middle  West 
or  the  East,  as  you  call  it? 

Mr.  Ward,  i  es ;  they  were. 

The  Chairman.  And  you  had  less  rejections  on  the  material  that 
you  got  in  this  locality  than  you  did  on  the  material  and  the  engines 
that  you  got  from  the  Middle  West  ? 

Mr.  Ward.  Well,  it  was  not  a  question  so  much  of  rejected  ma- 
terial ;  it  was  trouble  straightening  up  the  engines,  and  lining  them 
up,  and  putting  them  into  condition  that  they  should  be  in. 

The  Chairman.  Getting  them  lined  up  true  ? 

Mr.  Ward.  Yes;  and  properly  operating. 

The  Chairman.  And  getting  them  affixed  to  the  bed  plates  in 
proper  shape  ? 

Mr.  Ward.  Yes. 

The  Chairman.  Now,  did  the  fleet  corporation  buy  the  engines 
which  were  procured  from  this  section  of  the  country  ? 

Mr.  Ward.  I  believe  so. 

The  Chairman.  What  engines  were  they  that  came  from  this 
section  out  here ;  and  where  were  they  made,  do  you  know  ? 

Mr.  Ward.  Some  of  them  at  the  Sumner  Iron  Works,  and  some  at 
the  Hendricks  Machinery  Co. 

The  Chairman.  The  Sumner  Iron  Works;  is  that  the  concern  up 
in  Everett? 

Mr.  Ward.  Yes. 

The  Chairman.  Sumner  Iron  Works? 

Mr.  Ward.  Yes. 

The  Chairman.  And  the  other  one? 

Mr.  Ward.  The  Hendricks  Manufacturing  Co. 

The  Chairman.  Where  is  that?    Seattle? 

Mr.  Ward.  Yes. 

The  Chairman.  That  is  here? 

Mr.  Ward.  Yes. 

The  Chairman.  Did  the  same  inspectors  pass  upon  both  classes  of 
engines? 

Mr.  Ward.  At  our  plant,  do  you  mean? 

The  Chairman.  Yes;  at  your  plant? 

Mr.  Ward.  Yes. 

The  Chair»!:an.  The  same  inspectors? 

Mr.  Ward.  Yes. 

The  Chairman.  Both  for  the  Fleet  Corporation  and  for  Lloyds? 

Mr.  Ward.  Yes. 
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The  Chairmak.  The  trouble  in  these  .engines  from  the  Middle 
West  become  apparent  before  their  installation  was  complete,  or 
only  after  they  had  been  turned  over  and  tested  out  under  steam! 
Mr.  Ward.  After  they  had  been  turned  over. 
The  Chairman*  Have  you  any  engines  there  outside  of  those 
intended  for  ships  that  were  canceled? 
Mr.  Ward..  No. 

The  Chairman.  Belonging  to  the  Fleet  Corporation,  and  that  they 
had  sent  there? 
Mr.  Ward.  No. 

The  Chairman.  Have  you  any  other  material  there? 
Mr.  Ward.  Yes. 
The  Chairman.  What  is  it. 

Mr.  Ward.  Oh,  a  miscellaneous  assortment  of  auxiliary  engines, 
deck  fittings,  and  so  forth. 
The  Chairman.  You  spoke  of  that  earlier  in  the  evening? 
Mr.  Ward.  Yes. 

The  Chairman.  Have  you  more  than  enough  for  the  ships  that 
were  canceled? 

Mr.  Ward.  Four  ships  canceled;  four  of  the  eight  canceled  on 
the  machinery  installation  contracts. 

The  Chairman.  Have  you  gpt  more  than  enough  than  for  the 
ships  that  were  canceled? 
Mr.  Ward.  No,  sir. 

The  Chairman.  And  that  you  understand  is  the  property  of  the 
Fleet  Corporation? 
Mr.  Ward.  Yes. 

The  Chairman.  How  long  has  it  been  there? 
Mr.  Ward.  Oh,  it  came  in  there  from  time  to  time;  I  would  not 
be  able  to  state  any  definite  time.     One  possibly  came  in  a  month 
ago. 

The  Chairman.  Has  any  of  it  come  in  since  the  contracts  were 
canceled  ? 
Mr.  Ward.  No. 

The  Chairman.  When  were  the  contracts  canceled? 
Mr.  Ward.  I  don't  remember  the  date. 
The  Chairman..  Are  these  engines  stored? 

Mr.  Ward.  Yes;  everything  is  stored;  and  we  have  taken  care 
of  it. 

The  Chairman.  They  were  canceled  about  the  23d  of  November, 
do  you  think? 
Mr.  Ward.  The  contracts  were  suspended  en  that  date. 
The  Chairman.  You  had  four  ships  canceled? 
Mr.  Ward.  Yes. 

The  Chairman.  And  you  say  that  machinery  is  stored? 
Mr.  Ward.  Yes. 
The  Chairman.  In  a  building? 

Mr.  Ward.  No  ;  not  all  of  it  in  a  building ;  but  what  can  not  be 
put  in  the  plant  itself,  we  have  built  sheds  tor  that  purpose. 

The  Chairman.  Have  you  got  anything  in  the  nature  of  rigging, 
wire  rigging,  or  stays,  or  machines,  or  reels,  headers,  or  ventilators, 
down  there  at  Grays  Harbor  in  any  considerable  quantities,  which 
were  sent  there  by  the  Fleet  Corporation,  or  which  was  procured 
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l>y  you  under  your  contracts,  but  which  you  have  not  used  because 
ox  the  suspension  or  cancellation  of  your  contract  ? 

Mr.  Ward.  Yes. 

The  Chairman.  How  much  of  that  would  you  say  was  there? 
ISbJEore  than  enough  for  the  ships? 

Mr.  Ward.  No. 

The  Chairman.  Contracts  for  which  were  canceled? 

Mr.  Ward.  Scarcely  enough,  I  would  say. 

The  Chairman.  That  has  been  probably  sent  there  since  the  con- 
tracts were  canceled. 

Mr.  Ward.  Yes.  . 

The  Chairman.  Has  the  Fleet  Corporation  ever  taken  an  inven^ 
tory  of  that,  to  your  knowledge? 

Mr.  Ward.  A  superficial  inventory;  yes. 

The  Chairman.  How  lone  ago? 

Mr.  Ward.  Several  months  ago;  in  the  spring. 

The  Chairman.  Since  that  time  nothing  has  been  done? 

Mr.  Ward.  No. 

The  Chairman.  Have  you  ever  been  asked  by  any  officer  or 
inspector  of  the  Fleet  Corporation  with  reference  to  that  material? 

Mr.  Ward.  Nothing  that  I  can  recall. 

The  Chairman.  I  mean,  have  you  been  asked  for  any  recommenda- 
tion about  it? 

Mr.  Ward.  No. 

The  Chairman.  Have  you  had  any  talk  with  any  officer  of  your 
corporation  about  it? 

Mr.  Ward.  Oh,  we  have  talked  about  it  from  time  to  time. 

The  Chairman.  Could  any  of  that  be  utilized  for  these  barken- 
tines? 

Mr.  Ward.  A  small  portion  of  it  probably,  but  it  is  not  adapted 
particular  to  these  ships;  no. 

The  Chairman.  I  just  want  to  ask  you  one  or  two  more  questions 
about  these  hulls.  Hull  998,  or  that  vessel,  that  vessel  was  launched 
about  May  29,  wasn't  it? 

Mr.  Ward.  I  don't  call  the  date. 

The  Chairman.  Well,  assume  that  it  was  launched  on  May  29. 
1918,  successfully,  and  that  on  May  31  the  inspector  reported: 
•"  There  has  not  Tbeen  enough  leakage  in  this  hull  as  yet  to  permit 
of  the  starting  of  the  gasoline  pump  which  was  installed  previous  to 
launching;"  and  assuming  that  two  days  before  launching  an  addi- 
tional water  test  had  been  given  on  hull  showing  no  leakage;  that 
o*n  September  15  and  16  the  vessel  had  its  trial  trip  and  that  on 
Sunday,  September  22,  1918,  the  ship  put  to  sea ;  that  on  September 
21  the  vessel  passed  steam  inspection  and  was  accepted  by  the  Ship- 
ping Board  and  turned  over  to  the  Matson  Navigation  Co.;  and 
that  on  September  22,  1918,  she  put  to  sea.  Can  you  explain  why, 
within  a  month  or  six  weeks  after  that  it  was  necessary  to  dock  that 
vessel  and  expend  a  large  sum  of  money  in  repairs  to  the  hull? 

Mr.  Ward.  That  has  always  been  a  mystery  to  me:  I  am  quite 
satisfied  of  that,  but  I  have  never  been  able  to  get  at  the  bottom  of 
the  matter.  The  ship  came  in  here  reported  to  be  leaking,  and  she 
laid  in  the  harbor  here  for  some  time.  I  came  up  here  when  I 
heard  she  was  in  here,  and  went  out  aboard  the  ship  and  questioned 
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the  captain.  I  knew  the  captain  before,  and  he  said  the  ship  was 
leaking  badly  and  he  had  trouble.  I  asked  leave  to  question  the 
engineer,  which  I  did,  and  he  said,  "  I  don't  know  why  the  captain 
turned  around  and  came  back ;  we  were  not  bothered  with  any  water 
in  the  engine  room."  There  was  no  water  down  there,  and  any 
water  that  had  leaked  in  had  been  pumped  out.  The  ship  laid  in 
the  harbor  here  for  several  days  without  any  appreciable  signs  of 
leakage,  loaded. 

The  Chairman.  Who  was  the  captain?  You  say  you  knew  him 
quite  a  while? 

^r.  Ward.  Yes;  I  knew  him ;  I  used  to  dock  his  vessel,  but  I  forget 
his  name. 

The  Chairman.  Do  you  know  whether  he  is  still  on  the  personnel 
list? 

Mr.  Ward.  He  took  a  steel  ship  afterwards. 

The  Chairman.  Do  you  know  what  seel  ship  he  took? 

Mr.  Ward.  I  do  not  recall. 

The  Chairman.  Was  he  working  for  the  Matson  Navigation  Co.! 

Mr.  Ward.  No;  for  the  Shipping  Board. 

The  Chairman.  Do  you  know  what  the  engineer's  name  was? 

Mr.  Ward.  No  ;  but  1  heard  that  he  had  previously  been  in  the  in- 
sane asylum,  and  that  he  had  been  released  from  the  insane  asylum. 

The  Chairman.  Was  he  working  for  the  Matson  Navigation  Co.? 

Mr.  Ward.  Yes;  they  had  no  leaking  in  his  engine  room,  and  no 
record  or  sign. 

The  Chairman.  Well,  possibly,  if  he  did  not  understand  why  the 
captain  would  return  with  a  leaking  ship,  he  might  not  have  been — 
did  not  entirely  realize  the  conditions;  isn't  that  about  it? 

Mr.  Ward.  That  is  possibly  right. 

The  Chairman.  Did  you  make  any  inspection  of  the  ship  while 
she  lay  in  the  harbor  to  see  if,  as  a  matter  of  fact,  she  was  really 
leaking? 

Mr.  Ward.  Yes;  I  did. 

The  Chairman.  Was  she  leaking? 

Mr.  Ward.  No. 

The  Chairman.  She  was  not  leaking? 

Mr.  Ward.  No;  only  a  very  slight  amount;  not  any  appreciable 
amount  at  all.  One  familiar  with  wooden  ships  woula  not  consider 
the  ship  leaking  at  all ;  and  she  was  inspected  to  see  if  there  were 
any  si^s  of  strain,  and  you  could  not  see  an  open  crack  or  a  cement 
crack  m  her  seams  in  the  putty. 

The  Chairman.  Did  you,  from  time  to  time,  hear  or  have  brought 
to  you  that  some  of  the  ships  delivered  by  the  Grays  Harbor  Motor- 
ship  Corporation  were  not  turning  out  satisfactorily? 

Mr.  Ward.  Yes;  we  heard  that  along  with  the  rest  of  them.  I 
don't  think  I  heard  that  any  more  regarding  our  ships  than  any 
others,  except  that  we  had  more  out  than  any  w)dy  else. 

The  Chairman.  When  you  heard  a  report  of  that  kind,  you  would 
take  occasion  to  be  present  and  inspect  it? 

Mr.  Ward.  Yes ;  always  tried  to  do  them ;  I  followed  them  right  up. 

The  Chairman.  Now,  with  the  exception  of  the  Blackford^  which 
got  into  trouble  off  the  coast  of  Lower  California  or  Mexico,  and  the 
nromella^  which  returned,  do  you  know  of  any  other  ships  that  were 
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constructed  by  your  concern  that  ^ot  into  difficulties  or  developed 
leHka^e  of  unusual  seriousness? 

Mr,  Ward.  Well,  the  Wuhka  was  the  mystery  ship  on  the  harbor. 
For  a  week  or  two  everyone  was  aboard  her  to  try  to  find  out 
whether  she  was  leaking  or  not;  and  there  was  no  water  in  the  fresh 
water  tanks  or  apparently  in  the  bilge;  and  I  don't  know  what 
finally  became  of  it ;  I  never  did  discover  it. 

The  Chairman.  Did  you  go  aboard  her? 

Mr.  Ward.  Yes. 

The  Chairman.  Was  she  leaking? 

^fr.  Ward.  Not  to  any  appreciable  amount,  but  they  reported  that 
after  they  loaded  her  beyond  "a  certain  point  that  she  leaked.  I 
think  probably  there  was  a  hole  in  her  that  the  inspector  overlooked 
of  a  spike  left  out  and  some  careless  workman  stuck  a  plug  of  putty 
in  there  and  plugged  it  up. 

The  Chairman.  But  with  that  exception,  as  far  as  you  know,  she 
has  been  a  successful  ship? 

Mr.  Ward.  She  has  been  very  successful  since,  much  more  so,  i 
believe,  than  any  other  wooden  ship. 

The  Chairman.  Do  you  know  of  any  other  ships? 

Mr.  Ward.  Xo;  T  don't  know  of  anv  others. 

The  Chairman.  The  Br^omptott? 

Mr.  Ward.  T  don't  recall  of  hearing  any  reports  that  the  Brompton 
was  unsatisfactory. 

The  Chairman.  I  think  that  is  all. 

Mr.  Kellby.  I  have  just  one  or  two  questions.  Now,  I  understand 
your  first  contracts  were  for  merely  hulls? 

Mr.  Ward.  Yes. 

Mr.  Keli^y.  And  then  later  on  you  got  contracts  to  install  ma- 
chinery in  the  hulls  made  on  your  first  contract? 

Mr.  Ward.  Yes. 

Mr.  KELX.EY.  So  that  all  of  the  ships  that  you  have  turned  out 
there  have  really  been  finished  ships  at  your  yard? 

Mr.  Ward.  Yes. 

Mr.  Keli^y.  Have  you  had  a  separate  contract  for  the  hull  and 
for  the  installation  all  the  way  through? 

Mr.  Ward.  Yes;  they  have  been  separate  contracts. 

Mr.  Kelley.  Xow,  a5fter  you  got  your  installation  plant  in  and  all 
going,  why  didn't  you  have  a  single  contract  for  a  complete  ship? 

Mr.  Ward.  Well,  we  had  no  means  of  furnishing  the  material 
going  into  a  complete  ship ;  we  could  not  build  the  engines  or  any 
other  equipment ;  it  required  a  big  plant  to  do  that. 

Mr.  Kelley.  No;  but  you  could  have  put  it  all  in  one  contract? 

Mr.  Ward.  And  supply  the  material  ?    No ;  that  could  not  be  done. 

Mr.  Kelley.  I  think  I  see  what  you  mean. 

Mr.  Ward.  We  were  not  in  shape  to  do  that. 

Mr.  Kelley.  Your  contract  for  hull§  was  a  flat  contract? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  And  your  contract  for  installation  was  a  flat  contract, 
plus  a  certain  amount  for  commisison  or  profit? 

Mr.  Ward.  No;  the  flat — the1*e  was  a  lump-sum  contract  to  cover 
plant,  overhead,  and  profit  in  the  end. 

Mr.  Kelley.  What  I  am  getting  at  is:  Suppose  that  your  con- 
tract for  a  hull  would  be  $400,000;  assume  that  figure — not  neces- 
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sarily  that,  but  something  like  that — and  your  contract  for  installa- 
tion was,  we  will  say,  $150,000.  Now,  why  could  you  not  make  t 
contract  for  $550,000  for  the  complete  ship,  plus  whatever  you  were 
to  receive  for  installation,  and  have  it  all  in  one  contract  ? 

Mr.  Ward.  Well,  I  donx  know  any  reason  why ;  it  could  have  been 
done ;  but  probably  nobody  ever  thought  of  it  that  way. 

Mr.  Kjemjey.  Couldn't  be  any  advantage  in  having  the  contract 
split,  could  there? 

Mr.  Ward.  Sir? 
■*  Mr.  Kelley.  You  never  saw  any  advantage  in  having  the  contract 
split,  did  you  ? 

Mr.  Ward.  No  ;  I  don't  see  any  advantage  in  that. 

Mr.  Kelley.  Now,  what  was  the  amount  that  you  received  under 
your  contract  of  installation  on  the  ship  ? 

Mr.  Ward.  Oh;  it  varied  in  each  one  of  the  contracts;  I  don't  re- 
member the  terms  of  them  all. 

Mr.  Kelley.  About  how  much  would  they  run? 

Mr.  Ward.  Well ;  the  first  contract  ran 

Mr.  Kelley.  I  mean  the  plus  part,  the  profit? 

Mr.  Ward.  There  wasn't  any  plus  part  about  it;  it  was  how  we 
happened  to  get  away  with  it,  how  much  it  cost. 

Mr.  Kelley.  Do  you  mean  you  received  a  lump  sum? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  For  the  installation? 

Mr.  Ward.  A  lump  sum  for  overhead,  plus  a  profit,  depending 
upon  what  the  plant  cost  and  what  the  overhead  ran.  So  the  differ- 
ence between  those  sums  and  the  lump  sum  was  our  profit.  Now,  that 
varied  on  every  ship.     I  don't  know  what  the  average  would  be. 

Mr.  Kelley.  Then  installation  was  not  cost  plus  a  fixed  profit? 

Mr.  Ward.  No. 

Mr.  Kelley.  In  that  contract  at  all  ? 

Mr.  Ward.  No. 

Mr.  Kelley.  What  were  'some  of  these  other  contracts  which  were 
outstanding  ? 

Mr.  Ward.  I  don't  know ;  I  never  saw  anybody  else's  contract.  I 
never  saw  a  contract  other  than  our  own. 

The  Chairman.  They  were  not  always  the  same  kinds  of  con- 
tracts ? 

Mr.  Kelley.  They  were  not? 

The  Chairman.  No. 

Mr.  Kelley.  Under  the  terms  of  your  contract  as  you  state  it,  I 
don't  see  that  there  was  any  difference  whether  you  had  it  in  two 
contracts  or  all  in  one. 

Mr.  Ward.  No. 

Mr.  Kelley.  But  the  Shipping  Board  always  made  it  split  in 
two? 

Mr.  Ward.  Two  departments  really  of  the  Shipping  Board;  I 
imagine  that  was  the  reason,  although  I  never  had  anything  to  do 
with  making  the  contracts ;  I  have  never  been  East. 

Mr.  Kelley.  Suppose  the  contract  had  been  for  the  installatioii 
cost,  plus  a  fixed  profit,  then  would  there  have  been  any  advantage 
in  having  two  contracts  instead  of  one  ? 

Mr.  Ward.  Not  that  I  can  see. 
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Mr.  Keulet.  Well,  in  the  cost  of  installation,  might  not  the  cor- 
I>oration  or  contractor  include  most  of  his  overhead?    • 

Mr.  Ward.  How  is  that? 

Mr-  Keijley,  In  the  cost  of  the  installation,  if  you  had  a  cost- 
I>lus-fixed-profit  contract,  might  not  the  contractor  include  most  of 
his  overhead  in  the  cost  of  his  plant? 

Mr.  Ward.  No. 

Mr.  Kelley.  That  is  to  say,  oflSice  force  and  salaries? 

Mr.  Ward.  That  was  taken  care  of  in  the  contract,  and  the  audit- 
ixig  department  saw  to  that.  That  was  specified  in  the  contract, 
ajtid  the  auditing  department  took  care  of  it — ^that  they  did  not 
liave  to  pay  for  any  more  than  they  had  to  pay  for. 

Mr.  Kellet .  The  overhead  was  apportioned,  was  it? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  So  that  only  the  proper  part  of  the  salary  and 
expenses  fell  on  the  cost-plus  contract? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  But  you  did  not  have  any  contract  of  that  kind, 
anyway  ? 

mv.  Ward.  No;  we  did  not  have  any  cost-plus  contracts  of  that 
kind. 

Mr.  Kjilley.  Where  is  the  head  office  of  your  company? 

Mr.  Ward.  I  don't  know  whether  you  would  call  it  here  or  at 
Aberdeen ;  all  of  the  work  done  in  Aberdeen. 

Mr.  Kelley.  Who  is  in  charge  of  the  offices  at  Aberdeen? 

Mr.  Ward.  I  am. 

Mr.  Keixey.^AU  of  the  correspondence  is  handled  through  your 
office  there? 

Mr.  Ward.  Not  all  of  it;  part  of  it  here  and  part  of  it  there. 
The  executive  officers  are  here  in  Seattle.  I  am  plant  manager  at 
Aberdeen  and  operate  the  plant. 

Mr.  Kelley.  When  an  invoice  of  goods  or  supplies  came  in,  of 
coui'se,  that  going  to  Aberdeen  would  go  to  you  to  be  checked  over 
and  O.  K'd  by  vou  ? 

Mr.  Ward.  That  would  go  to  one  of  my  assistants. 

Mr.  Kelley.  Then,  of  course,  you  know  the  price  of  all  supplies 
purchased  for  your  yard? 

Mr.  Ward.  No ;  I  wouldn't. 

Mr.  Kelley.  lour  assistant  would? 

Mr.  Ward.  He  would  know  it;  the  man  I  depend  on  for  that 
would  know  it;  it  takes  all  of  one  man's  time  to  keep  up  with  that. 

Mr.  KELLEY.  He  checks  over  all  of  the  invo^s? 

Mr.  Ward.  Yes.  • 

Mr.  Kelley.  Does  he  draw  the  checks? 

Mr.  Ward.  No  ;  a  diflFerent  man,  draws  the  checks. 

Mr.  Kelley.  Who  draws  the  checks? 

Mr.  Ward.  The  treasurer  of  the  company. 

Mr.  Kelley.  Invoices  are  all  sent  up  here,  and  the  bills  are  paid 
from  this  office,  are  they  ? 

Mr.  Ward.  Paid  from  Aberdeen. 

Mr.  Kelley.  He  goes  down  there? 

Mr.  Ward.  No  ;  he  is  there. 

Mr.  Kelley.  Oh,  the  treasurer  of  the  company  is  there? 

Mr.  Ward.  Yes. 
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Mr.  Kellet.  Who  is  the  treasurer } 

Mr.  Ward.  Our  assistant  treasurer  is  Mr.  Shea,  and  he  acts  in  that 
capacity. 

Mr.  Kelley.  Signs  all  of  the  checks  and  pays  all  of  the  bills? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  So  really  the  business  is  all  transacted  at  Aberdeen? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  Under  your  direction  ? 

Mr.  Ward.  Yes. 

Mr.  Kelley.  Can  you  supply  us  with  the  contract  price  for  the 
lumber? 

Mr.  Ward.  Mr.  Shields  can  give  you  all  of  that  information. 

Mr.  Kelley.  We  would  rather  get  it  from  you,  because  you  are 
down  there,  and  Mr.  Shields  would  not  know. 

Mr.  Ward.  The  contract  price  ? 

Mr.  Kelley.  The  invoice  price ;  the  bills. 

Mr.  Ward.  Sure. 

Mr.  Kelley.  I  want  to  get  that. 

Mr.  Ward.  If  there  are  any  bills  there— I  don't  know  whether 
they  are  there. 

Mr.  Kelley.  Well,  the  lumber  from  Magee? 

Mr.  Ward.  We  can  give  you  the  information  on  that. 

Mr.  Kelley.  You  can  supply  that  to-morrow,  can  you? 

Mr.  Ward.  Yes;  we  will  supply  that  to  you  to-morrow. 

Mr.  Kelley.  That  is  all. 

Note. — Telegram,  dated  August  30,  1919.  from  W.  R.  Ward  was  received  by 
the  chairman,  as  follows :  '•  Reference  your  question  as  to  price  we  are  paying 
W.  A.  Magee  for  E.  F.  ('.  lumber:  We  are  paying  him  $19.50  per  thousand.** 

The  Ciiairmax.  Just  a  question  or  two  that  I  have  forgotten;  I 
could  not  find  my  memorandum.  Do  you  know  that  during  the 
entire  summer  of  1918  the  Fleet  Corporation  was  endeavoring  to 
adjust  the  difficulties  whereby  the  American  bureau  were  not  classi- 
fying your  ships? 

Mr.  Ward.  No ;  I  do  not. 

The  Chairman.  Well,  did  you  ever  have  any  talk  with  Mr. 
Piggott  about  that  ? 

Mr.  Ward.  I  don't  think  I  did;  I  had  very  few  talks  with  Mr. 
Piggott. 

The  Chairman.  I  want  to  read  you  a  telegram  which  was  sent  to 
the  Fleet  Corporation  at  Philadelpnia,  by  Mr.  Piggott. 

Your  wire  advising  contracts  awarded  Grays  Harbor  Motorship  Corpora- 
tion. You  should  not  o»1y  instruct  but  insist  that  American  bureau  instruct 
their  local  representatives  to  visit  and  keep  in  touch  with  work  In  this  yard, 
the  same  as  in  other  yards.  If  not,  trouble  will  later  develop  as  it  is  talked 
around  now  that  Shubach  has  some  pull  that  permits  him  to  build  boats  witboat 
classification  already  prevailing  on  other  constructors,  and  that  underwriters 
will  refuse  to  insure  these  boats  or  their  cargoes. 

Now,  did  the  American  bureau  attempt  to  send  a  man  down  there 
after  that? 

Mr.  Ward.  No,  sir ;  not  to  my  knowledge. 

The  Chairman.  Are  you  sure  about  that? 

Mr.  Ward.  Not  to  my  knowledge;  he  never  showed  up  around 
there  if  they  did.  If  they  did,  he  certainly  would  have  had  admit- 
tance. 
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The  Chairman.  Of  course,  in  the  usual  course  of  the  business,  he 
iRTOuld  have  reported  to  you,  as  the  manager  of  the  yard! 

Mr.  Wakd.  Why,  certainly. 

The  Chairman.  Now,  here  is  another  wire  I  want  to  ask  you  about 
to  the  Fleet  Corporation  at  Philadelphia,  sent  by  Mr.  Piggott : 

Mope  you  ^ill  remember,  as  we  reminded  you  several  times,  that  Grays 
Harbor  Motorstiip  vessels,  as  now  building  in  tliat  yard,  are  not  being  classed 
by  American  bureau  on  account  misunderstanding  with  above  company.  Repre- 
{tentative  American  bureau  is  quitting,  besides  yard  is  not  following  instruc- 
tions on  vessels  strictly.  Advise  that  you  arrange  in  furture  contracts  that 
vessels  must  be  built  according  to  plans  and  approval  of  both  American  bureau 
«ind  Lloyds  registry.  Suggest  you  go  Into  matter  fully  with  Lang  American 
Bureau  before  making  further  contracts.  Neither  have  we  anything  but  Shu- 
l>ach*s  word  that  Lloyds  will  classify  these  boats. 

Now,  did  you  know  of  any  negotiations  of  arrangements  subse- 
ijuent  to  that  time  whereby  future  contracts  should  provide  your 
vessels  be  clasified  b^  both  American  bureau  and  Lloyds? 

Mr.  Ward.  No,  sir. 

The  Chairman.  Do  you  know  of  any  vessel  constructed  by  your 
corporation  that  had  to  be  dry  docked  three  times  after  its  delivery 
to  the  Fleet  Corporation  on  accoimt  of  leaks? 

Mr.  Ward.  One  that  I  remember  of,  yes ;  they  fooled  around  with 
it,  and  docked  her,  and  did  not  plug  the  holes  and  docked  her  two  or 
three  times  again. 

The  Chairman.  Do  you  remember  which  one  that  was? 

Mr.  Ward.  I  think  it  was  the  Wishka. 

The  Chairman.  Possibly  it  was  the  Wishka. 

Mr.  Ward.  Yes. 

The  Chairman.  Now,  I  want  to  read  a  paragraph  from  a  letter 
which  Mr.  Magee,  district  manager,  sent  to  assistant  manager,  divi- 
sion wood  ship  construction,  Philadelphia,  dated  August  27, 1918 : 

As  to  conditions  in  the  (irays  Harbor  Motor  ship  Corporation  yards.  It  is 
considerably  better  than  it  was  at  first  and  is  improving  all  the  time.  This  is 
the  usual  condition  In  most  of  wood  yards,  as  they  had  to  take  green  men 
and  break  them  into  the  art  of  shii>building.  We  believe  that  in  justice  to  the 
builders,  the  American  bureau  should  survey  these  ships,  and  give  us  definite 
reports  as  to  their  requirements,  if  any,  in  order  to  make  these  ships  comply 
with  their  classification  requirements.  As  the  matter  now  stands,  everything 
that  they  require  that  we  have  knowledge  of  has  been  done. 

That  was  August  27,  1918.     Now,  at  that  time,  had  anything. that 
you  have  knowledge  of,  with  reference  to  the  classification  require- 
ments by  the  American  bureau  been  done  or  performed  by  your, 
corporation  ? 

Mr.  Ward.  Yes. 

The  Chairman.  And  is  it  true  at  that  time,  that  the  work  at 
your  yard  was  improving  and  that  your  men  were  becoming  more 
experienced,  and  were  trunin^  out  better  work? 

Mr.  Ward.  Yes;  I  think  it  always  was  good,  but  they  got  to 
knowing  what  good  work  looked  like,  and  they  could  appreciate  it 
better.  We  always  did  good  work,  but  we  had  green  men  down 
there,  most  of  them,  but  we  had  been  building  there  for  some. time 
a  number  of  other  ships:  we  built  a  number  of  ships  there  before 
the  Shipping  Board  went  into  the  game. 

The  Chairman.  You  say,  at  the  start,  you  had  to  take  green  men 
and  break  them  in? 
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Mr.  Ward.  We  had  to  take  on  some  green  men;  and  we  had  to 
break  in  the  most  of  them. 

The  Chaibman.  But  you  think  the  work  you  did  was  good  work! 

Mr.  Ward.  It  was  good  work^ 

The  Chairman.  It  was  always  good  work:  but  the  only  difference 
was,  the  ofScials  got  to  know  what  good  work  was,  and  they  did  not 
recognize  it  earlier? 

Mr.  Ward.  That  is  about  the  size  of  it. 

Mr.  Foster.  It  was  just  as  good  then  as  later,  only  more  so? 

Mr.  Ward.  Yes. 

The  Chairman.  Who  was  the  naval  architect  at  your  plant;  or 
did  you  have  any? 

Mr.  Ward.  I  had  a  draftsman  there,  a  Mr.  Tyler,  who  was  draft- 
ing on  the  desigiis. 

The  Chairman.  Did  you  say  Mr.  Campbell  was  your  accountant! 

Mr.  Ward.  We  had  a  man  by  the  name  of  Campbell,  an  accountant, 
but  Mr.  Shea  is  assistant  treasurer,  and  he  is  also  accountant— head 
accountalit. 

The  Chairman.  Just  what  does  Campbell  do? 

Mr.  Ward.  He  is  a  bookkeeper. 

The  Chairman.  Do  you  know  whether  he  is  related  to  Mr.  Ira 
Campbell,  of  the  Fleet  Corporation? 

Mr.  Ward.  I  don't  think  so. 

The  Chairman.  You  don't  think  so? 

Mr.  Ward.  No. 

The  Chairman.  I  think  that  is  all. 

Mr.  Kellet.  You  had  quite  a  good  many  changes  in  your  in- 
spectoi^I  take  it  from  your  testimony,  from  first  to  last? 

Mr.  Ward.  Yes. 

Mr.  Keljjsy.  And  your  jud^ent  is  that^  taking  them  all  in  all, 
they  were  not  qualified  to  act  m  that  capacity  ? 

Mr.  Ward.  Some  of  them  were;  but  a  good  many  of  them  were 
not. 

Mr.  Kellet.  The  majority  of  them  were  not? 

Mr.  Ward.  I  think  so. 

Mr.  Kellet.  And  they  did  not  know  good  work  from  bad  work 
when  they  saw  it  ? 

Mr.  Ward.  No;  they  did  not;  that  is  a  fact. 

Mr.  Kellet.  That  is  all. 

Mr.  Foster.  I  want  to  find  out  what  officer  in  the  company  picks 
the  sponsor;  is  that  the  manager,  or  the  vice  president,  or  who* 

Mr.  Ward.  We  pick  different  men. 

Mr.  Foster.  Who  took  the  principal  part  when  Mrs.  Hunt  was 
picked  as  sponsor  for  one  of  the  launchings? 

Mr.  Ward.  I  don't  know ;  I  think,  probably,  we  all  agreed  on  that 

Mr.  Foster.  I  notice  that  Skinner  &  Eddy  selected  her  once,  and 
that  you  selected  her  once,  and  the  Seaborn  shipyard  once,  and  then 
one  of  the  other  yards ;  and  she  was  sponsor  at  four  or  five  launchings! 

Mr.  Ward.  I  think  so. 

Mr.  Foster.  She  was  the  wife  of  the  manager  of  the  operating  de- 
partment, wasn't  she? 

Mr.  Ward.  I  don't  know ;  he  has  held  two  or  three  positions  with 
the  Fleet  Corporation,  but  I  don't  know  what  they  were  nor  at  what 
times. 
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Mr.  Foster.  Who  picked  Mrs.  Ridley;  do  you  remember? 

Mr.  Ward.  Why,  I  think  I  suggested  her,  myself. 

Mr.  Foster.  Who  picked  Miss  Helen  Grant,  the  daughter  of  the 
disbursing  officer? 

Mr.  Ward.  I  don't  know  who  picked  her. 

Mr.  Foster.  You  don't  Iqiow  who  picked  her?  Who  picked  Mre. 
Maffee,  the  wife  of  Capt.  Magee? 

Mr.  Ward.  I  don't  know  who  picked  her. 

Mr.  Foster.  She  was  picked  by  your  company — by  the  Seaborn 
Company,  and  Skinner  &  Eddy,  and  one  or  two  others;  you  don't 
know  what  particular  officer  picked  her? 

Mr.  Ward.  No. 

Mr.  Foster.  Any  particular  officer? 

Mr.  Ward.  Sometimes  Mr.  Shubach  would  be  away,  and  then  wc 
would  go  ahead  and  pick  whoever  we  saw  fit;  and  sometimes,  when 
he  was  here,  he  would  pick  them  and  we  would  generally  agree  on  it. 

Mr.  Foster.  Did  you  pick  them,  generally,  when  he  was  here ;  or 
who  ? 

Mr.  Ward.  I  usually  tried  to,  you  know. 

Mr.  Foster.  Did  vou  know  at  the  time  that  the  Government  later 
on  intended  to  allow  $1,500  for  each  launching? 

Mr.  Ward.  No  ;  I  never  knew  that  until  to-day,  when  I  heard  some 
one  mention  it. 

Mr.  Foster.  What  I  was  trying  to  get  at  is :  All  other  prices  go- 
ing up,  did  you  know  why  they  had  been  allowed  only  $500  for 
launchings  since  February  aiid  $1,500  back  of  last  February? 

Mr.  Ward.  That  is  a  claim  we  have  not  got  to  fight  for ;  we  never 
got  anything  for  that ;  we  are  lump-sum  contractors,  and  they  never 
allowed  us  anvthing  for  launchings.  We*  paid  our  own  launching 
expenses;  we  bought  our  own  launching  presents,  and  we  paid  our 
own  launching  expenses. 

Mr.  FoerrER.  That  is  all. 

Mr.  Keli^y.  Is  it  not  the  usual  practice  in  shipbuilding  for  tlie 
owner  to  confer,  the  little  honor  oi  selecting  the  sponsor  rather 
than  the  contractor? 

Mr.  Ward.  I  think  that  is  the  usual  practice. 

Mr.  Kelley.  That  is  actually  what  was  done  in  all  of  these  cases. 
Would  you  say  that  the  owner  selected  these  sponsors? 

Mr.  Ward.  The  Fleet  Corporation. 

Mr.  Kelley.  The  Fleet  Corporation? 

Mr.  Ward.  No;  the  Fleet  Corporation  did  not  select  them. 

Mr.  Foster.  They*were  selected  from  the  Fleet  Corporation. 

Mr.  Ward.  They  selected  their  own  sponsors  there  for  quite  a 
while. 

Mr.  Kelley.  That  has  been  the  practice  from  time  immemorial — 
the  owner  of  the  craft  selecting  some  one  that  was  near  to  him,  or 
something  of  the  kind,  and  tells  the  contractor  who  he  wishes  to  act 
as  sponsor ;  and  isn't  it  a  rather  unusual  thing  for  the  contractor  to 
assume  the  task  of  selecting  the  name  of  the  sponsor? 

Mr.  Ward.  Yes;  and  I  would  think,  if  they  did  not,  that  they 
should  have. 

Mr.  Kelley.  Is  it  not  a  fact  that  these  sponsors  were  suggested  to 
you  by  the  owner? 

Mr.  Ward.  No. 
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Mr.  Kelley.  How  would  all  of  these  gentlemen  know  these 
stenographers  and  the  othei's  in  the  offices  upstairs. 

Mr.  T\  ARD.  They  go  in  there  right  along  trying  to  get  money. 
[Laughter.] 

Mr.  Kelley.  You  don't  think  that  Mr.  Blain  exercised  the  usual 
prerogative  of  selecting  the  sponsors  for  the  owner,  because  he  stood 
in  that  capacity  out  of  all  of  these  selections  ? 

Mr.  Ward.  Never  but  once;  that  would  not  work  out  if  he  did 
that  there  would  not  be  sponsors  to  all  of  the  vessels. 

Mr.  Foster.  They  do  not  always  apply  to  the  stenographers  to  get 
their  monev,  do  they  ? 

Mr.  Ward.  Well 

Mr.  Foster.  You  were  asked  how  it  happened  these  gentlemen 
happened  to  know  all  of  these  stenographers  up  there  in  the  district 
offices,  and  you  said  that  you  all  went  right  along  in  there  to  apply 
for  your  money.    [Laughter.! 

Mr.  Ward.  Well [laughing]. 

Mr.  Foster.  I  was  looking  over  the  lists  which  were  taken  out  of 
Meacham  &  Babcock  files,  and  I  don't  find  where  they  had  any 
sponsors  which  were  in  any  way  connected  with  any  of  the  officers 
of  the  Fleet  Corporation ;  and  I  wondered  if  there  was  any  syston 
that  you  might  know  of  here  that  a  stranger  like  me,  coming  in, 
could  tell  how  the  selections  were  made? 

Mr.  Ward.  They  have  had  more  outside  friends. 

Mr.  Foster.  As  distinguished  from  inside? 

Mr.  Ward  [laughing]. 

Mr.  Foster.  I  will  adopt  your  conclusion. 

Mr.  Kelley.  Inside  friends  might  be  more  useful. 

Mr.  Ward.  Oh,  no. 

Mr.  Foster.  You  apply  some  place  else  for  money  ? 

Mr.  Ward.  No.    [Ijaughing.] 

Mr.  Foster.  That  is  all. 

Mr.  Kelley.  Nothing  further. 

The  Chairman.  Are  there  any  further  questions.  Thank  you, 
Mr.  Ward. 

(Testimony  of  witness  concluded.) 

TESTIHOBY  OF  ME.  ABCHIMEDES  £.  FXTLLEB,   FOBHEBLT  IH- 
SPECTOB  EHEBOENCT  FLEET  COBFO&ATIOIT,  SEATTLE,  WASH. 

The  witness  was  duly  sworn  by  the  chairman. 
The  Chairman.  What  is  your  name? 
Mr.  Fuller.  Archimedes  E.  Fuller. 
The  Chairman.  What  is  your  address? 
Mr.  FuLi.ER.  4210  Chilberg  Avenue. 

The  Chairman.  At  any  time  were  you  one  of  the  inspectors  of 
the  F'leet  Corporation  in  any  of  the  yards  of  this  district  ? 
Mr.  Fuller.  I  was. 

The  Chairman.  When  were  you  an  inspector,  and  how  long  did 
you  serve? 

Mr.  Fi7LLER.  I  was  appointed  on  the  10th  dav  of  December,  1917, 
and  I  resigned  in  July  to  take  effect  on  July  31,'  1918. 

The  Chairman.  Had  you  had  any  previous  experience  in  wood- 
ship  construction  ? 
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Mr.  Fuller.  No. 

The  Chairman.  What  experience  had  you  had  in  any  construc- 
tion work? 

Mr.  Fuller.  I  had  been  emplojred  in  the  boat-building  business 
for  some  time,  and  was  a  civil  engineer  by  trade,  and  familiar  with 
construction,  building  construction,  and  in  my  application  I  told 
them  I  was  capable  of  reading  and  deciphering  all  plans  and  fol- 
lowing specifications. 

The  Chairman.  How  large  boats  had  vou  had  experience  on,  Mr. 
Fuller? 

Mr.  FuiJJBR.  Previous  to  this  time? 

The  Chairman.  Yes. 

Mr.  Fuller.  Oh,  merely  on  small  boats ;  launches  and  the  like. 

The  Chairman.  Launches? 

Mr.  Fuller.  Yes. 

The  Chairman.  Sailboats? 

Mr.  Fuller.  No  gasoline. 

The  Chairman.  Did  you  keep  a  log  book? 

Mr.  Fuller.  I  had  one  of  the  books  that  were  issued  to  the 
inspectors. 

The  Chairman.  I  hand  you  a  book  bearing  the  name  "A.  E. 
Fuller,  inspector,"  on  the  outside  cover,  and  I  will  ask  you  if  that 
is  the  book  that  you  kept  while  you  were  an  inspector?  [Handing 
book  to  witness  for  inspection.] 

Mr.  FuLiaER  [after  examination] .  Yes. 

The  Chairman.  Are  the  entries  in  that  book  on  the  pages  subse- 
quent to  the  one  bearing  the  notation  of  your  resignation  in  your  own 
handwriting?  J'  K  J' 

Mr.  Fuller  [examining].  There  are  two  items  that  seem  to  have 
been  added  here  to  the  notebook.  You  can  easily  detect  that  it  is 
someone  else's  writing.  [Indicating.]  But  the  most  of  it  is  my  own ; 
you  will  notice  that  there  is  some  of  that  that  is  in  somebody  else's 
handwriting  [indicating]. 

The  Chairman  [indicating].  How  about  these  lead  pencil  about 
the  hogginjr  of  ships?  Is  that  yours?  Those  entries  there  in  lead 
pencil  [indicating]  ? 

Mr.  Fuller.  Yes ;  that  is  on  page  84. 

The  Chairman.  When  were  those  entries  made  ? 

Mr.  Fuller.  Well,  the  dates  aint  given  here. 

The  Chairman.  What  is  that? 

Mr.  Fuller.  The  entries  were  made  and  taken  by  the  fleet  engi- 
neer, who  came  down  there,  and  were  probably  taken  the  date  be- 
fore the  launching;  and  the  other  reading  probably  the  day  after  or 
within  a  day  or  two  after.  I  simply  kept  that  myself  and  reported 
whatever  was  furnished  me. 

The  Chairman.  Now,  on  the  last  page  and  on  the  flyleaf  and  that 
number  in  the  upper  left-hand  corner,  6430;  are  those  entries  in 
your  handwriting? 

Mr.  Fuller  [examining] .  No,  sir. 

The  Chairman.  Do  you  know  what  they  are,  whether  they  are 
hull  numbers  or  the  names  of  sponsors  ? 

Mr.  Fuller.  I  don't  know,  but  I  understood  that  Mrs.  Ridley  was 
the  sponsor  of  hull  1001 ;  otherwise,  I  don't  know  regarding  that. 

The  Chairman.  Now,  by  whom  were  you  employed  ? 
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Mr.  'FuiiLBR.  I  was  employed  by — I  was  sent  for  by  Capt.  Blain, 
and  asked  if  I  would  accept  a  position  with  the  Emergency  Fleet,  and 
I  told  them  I  would  be  glad  to,  and  he  wanted  to  know  whether  1 
wanted  to  go  on  steel  or  wood  ship  construction,  and  I  told  him  I 
wanted  to  go  where  I  could  be  used  to  the  best  advantage,  and  he 
turned  me  over  to  Capt.  Magee. 

The  Chairman.  And  you  were  then  given  an  appointment  as  in- 
spector of  wooden  hulls  ? 

Mr.  Fuller.  Yes.  This  was  probably  December  8  I  had  this  talk 
with  him.    It  was  earlier  than  that ;  probably  along  December  2  or  3. 

The  Chairman.  What  yard  were  you  first  assigned  to? 

Mr.  Fuller.  I  was  sent  direct  to  the  Grays  Harbor  Motorship  Cor- 
poration  yard.  ^ 

The  Chairman.  Did  you  ever  serve  in  any  other  yards? 

Mr.  Fuller.  I  did  not. 

The  Chairman.  Now,  while  you  were  there  did  you  have  any  occa- 
sion to  reject  any  material? 

Mr.  Fuller.  I  was  placed  under  the  orders  of  the  chief  inspector 
there,  Capt.  Ridley.  I  made  a  round  of  the  yard  frequently,  and 
when  I  saw  anything  that  did  not  look  right  to  me  I  never  pretended 
to  report  it  myself,  but  called  on  Capt.  Kidley,  and  almost  without 
exception  he  would  go  out  and  mark  ^^  Don't  use  "  or  something  of 
that  kind  anywhere  on  the  lumber. 

The  Chairman.  Well,  you  have  seen  lumber  rejected  there  ? 

Mr.  Fuller.  Yes. 

The  Chairman.  What  became  of  the  rejected  lumber? 

Mr.  Fuller.  I  understood  it  was  sent  back  to  the  mill  ? 

The  Chairman.  All  of  it  ? 

Mr.  Fuller.  I  understand  so.    With  only  one  exception. 

The  Chairman.  What  was  that  one  exception  ? 

Mr.  Fuller.  On  the  6th  of  February  I  called  Capt.  Ridley's  atten- 
tion to  a  stem  piece  that  had  a  large  pitch  check  in  the  body ' 

The  Chairman.  Pitch  check? 

Mr.  Fuller.  Yes ;  which  opened  up  something  over  half  an  inch  and 
extended  over  three-quarters  of  the  way  across  the  body;  and  he 
went  out  and  looked  at  it  and  wrote  on  the  same  "  Don't  use  " ;  and 
we  reported  it  in  the  daily  report  of  that  day  that  we  had  rejected  a 
stem  piece  for  hull  999.  The  next  day,  or  within  a  day  or  two,  Mr. 
Ward  or  Mr.  Shubach  asked  us  to  go  out  again  and  look  at  the  stem 
piece;  and  when  we  looked  at  it  we  found  that  the  carpenter  had 
inserted  an  ^grafted  piece  of  wood  in  there — into  this  pitch  check — 
and  he  had  matched  up  the  rings  of  the  tree  so  that  it  was  a  very 
fancy  piece  of  engrafting,  and  it  looked  very  good ;  and  we  laughed 
at  their  trying  to  cover  up  the  work  that  way;  and  Ridley  said  it 
would  not  do ;  and  immediately  we  had  a  row  on  our  hands. 

The  Chairman.  With  whom? 

Mr.  Fuller.  There  were  present  Capt.  Ridley,  Mr.  Ward,  and  Mr. 
Shubach,  and  they  rather  centered  on  me ;  they  informed  me  that  I 
was  not  sent  down  there  to  hinder  work,  and  they  would  see  that  I 
was  sent  elsewhere. 

The  Chairman.  I  will  call  your  attention  to  inspector's  daily  re- 
port, Grays  Harbor  Motorship  Corporation,  Aberdeen,  Wash.,  dated 
February*  6,  1918.  Will  you  read  the  entry  for  hull  999,  signed  by 
Capt.  Ridley  and  yourself? 
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Mr.  Fuller  (reading).  Sawing  and  grooving  square  frames,  as- 
^sembling  parts  of  keel  and  shoe,  worked  on  stem  until  stem  was  con- 
demned. 

The  Chairman.  That  is  the  daily  report  you  refer  to? 

Mr.  FuLiiER.  Yes. 

The  Chairman.  And  up  above,  under  the  head  "  Lumber  rejects," 
is  inserted  "astern  piece  "  for  hull  999? 

Mr.  Fuller.  Yes. 

The  Chairman.  Was  that  stem  piece  later  used? 

Mr.  Fuller.  It  was. 

The  Chairman.  In  what  hull  ? 

Mr.  Fuller.  In  hull  1059. 

The  Chairman.  Was  there  any  notation  made  by  you  at  the  time 
it  was  used  ? 

Mr.  Fuller.  I  don't  think  so. 

The  Chairman.  Did  you  reject  it  again? 

Mr.  Fuller.  They  started  to  shape  this  stem  piece  of  timber  for 
hull  1001,  and  Capt.  Ridley  went  out  there  and  marked  on  it  "  don't 
use,"  and  they  said,  "Are  you  going  to  reject  it  again?"  And  he 
said,  "  I  have  already  rejected  it  once."  At  the  time,  they  were  in- 
stalling the  stem  of  hull  1059,  Capt.  Ridley  was  absent ;  he  had  started 
to  take  one  of  the  vessels  around  to  Seattle  for  delivery  after  the 
machinery  had  been  installed;  that  may  have  been  the  trip  of  the 
Ahrogado  when  she  was  brought  up  here  to  be  put  in  dry  dock,  I 
don't  know  what  date  it  was — yes,  I  do — it  was  the  time  the  Area 
got  stuck  on  a  sand  bar  going  out  of  the  harbor,  and  Capt.  Ridley 
was  left  on  there,  and  Capt.  Rustad,  who  I  was  under,  came  back  to 
the  yard  and  was  there  a  few  minutes  that  moving;  and  I  called 
his  attention  to  the  fact  that  they  were  again  working  on  the  stem 
piece  preparatory  to  installing  it  in  hull  1059,  and  he  said,  "All  right; 
let  it  go." 

The  Chairman.  Rustad  said,  "All  right;  let  it  go"? 

Mr.  Fuller.  Yes. 

The  Chairman.  Was  the  pitch — what  did  you  call  that? 

Mr.  Fuller.  Pitch  check. 

The  Chairman.  Was  the  pitch  check  in  the  stem  piece  placed  above 
or  below  the  water  line. 

Mr.  Fuller.  It  would  be  at  the  bottom  end,  below  the  water 
line. 

The  Chairman.  Now,  is  that  the  only  instance  of  lumber  or  ma- 
terial which  was  rejected? 

Mr.  Fuller.  No,  no;  quite  frequently  we  would  find  pieces  of 
ceiling  or  planking  or  frame  timbers  that  we  did  not  like;  but  all 
that  was  necessary  in  those  cases  was  to  saj  so,  and  they  were  thrown 
aside  without  any  report  being  made  of  it ;  and  we  knew  that  they 
did  not  go  back  in  again. 

The  Chairman.  Well,  your  daily  report  called  for  the  reporting 
of  all  rejections? 

Mr.  Fuller.  Yes. 

The  Chairman.  But  you  did  not  report  them  ? 

Mr.  Fuller.  I  did  not. 

The  Chairman.  You  did  not? 

Mr.  Fuller.  I  reported  all  of  them :  but  I  did  not  take  any  initi- 
ative on  myself. 
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Mr.  KELiiET.  Who  is  the  treasurer? 

Mr.  Ward.  Our  assistant  treasurer  is  Mr.  Shea,  and  he  acts  in  that 
capacity. 

Mr.  Kelley.  Signs  all  of  the  checks  and  pays  all  of  the  bills? 

Mr.  Ward.  Yes. 

Mr.  KjELLET.  So  really  the  business  is  all  transacted  at  Aberdeen! 

Mr.  Ward.  Yes. 

Mr.  Kellet.  Under  your  direction  ? 

Mr.  Ward.  Yes. 

Mr.  Kellet.  Can  you  supply  us  with  the  contract  price  for  the 
lumber? 

Mr.  Ward.  Mr.  Shields  can  give  you  all  of  that  information. 

Mr.  Kellet.  We  would  rather  get  it  from  you,  because  you  are 
down  there,  and  Mr.  Shields  would  not  know. 

Mr.  Ward.  The  contract  price? 

Mr.  Kellet.  The  invoice  price ;  the  bills. 

Mr.  Ward.  Sure. 

Mr.  Kellet.  I  want  to  get  that. 

Mr.  Ward.  If  there  are  any  bills  there— I  don't  know  whether 
they  are  there. 

Mr.  Kellet.  Well,  the  lumber  from  Magee? 

Mr.  Ward.  We  can  give  you  the  information  on  that. 

Mr.  Kellet.  You  can  supply  that  to-morrow,  can  you? 

Mr.  Ward.  Yes;  we  will  supply  that  to  you  to-morrow. 

Mr.  Kellet.  That  is  all. 

Note. — Telegram,  dated  August  30,  1919.  from  \V.  R.  Ward  was  received  by 
the  chairman,  as  follows :  *'  Reference  your  question  as  to  price  we  are  paying 
W.  A.  Magee  for  K.  F.  i\  lumber:  We  are  paying  him  $19.50  per  thousand.'* 

The  Chairman.  Just  a  question  or  two  that  I  have  forgotten;  I 
could  not  find  my  memorandum.  Do  you  know  that  during  the 
entire  summer  of  1918  the  Fleet  Corporation  was  endeavoring  to 
adjust  the  difficulties  whereby  the  American  bureau  were  not  classi- 
fying your  ships? 

Mr.  Ward.  No  ;  I  do  not. 

The  Chairman.  Well,  did  you  ever  have  any  talk  with  Mr. 
Pigffott  about  that  ? 

Mr.  Ward.  I  don't  think  I  did;  I  had  very  few  talks  with  Mr. 
Piggott. 

The  Chairman.  I  want  to  read  you  a  telegram  which  was  sent  to 
the  Fleet  Corporation  at  Philadelphia,  by  Mr.  Piggott. 

Your  wire  advising  contracts  awarded  Grays  Harbor  Motorship  Corpora- 
tion. You  sliould  not  only  instruct  but  insist  that  American  bureau  Instruct 
their  local  representatives  to  visit  and  keep  In  touch  with  work  in  this  yard, 
the  same  as  in  other  yards.  If  not,  trouble  will  later  develop  as  it  is  talked 
around  now  that  Shubach  has  some  pull  that  permits  him  to  build  boats  without 
classification  already  prevailing  on  other  constructors,  and  that  underwriters 
will  refuse  to  insure  these  boats  or  their  cargoes. 

Now,  did  the  American  bureau  attempt  to  send  a  man  down  there 
after  that  ? 

Mr.  Wabd.  No,  sir ;  not  to  my  knowledge. 

The  Chairman.  Are  you  sure  about  that? 

Mr.  Ward.  Not  to  my  knowledge;  he  never  showed  up  around    i 
there  if  they  did.    If  they  did,  he  certainly  would  have  had  admit- 
tance. 
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The  Chaibmak.  Of  course,  in  the  usual  course  of  the  business,  he 
would  have  reported  to  you,  as  the  manager  of  the  yard? 

Mr.  Wabd.  Why,  certainly. 

The  Chaibman.  Now,  here  is  another  wire  I  want  to  ask  you  about 
to  the  Fleet  Corporation  at  Philadelphia,  sent  by  Mr.  Piggott: 

Hoi)e  you  will  remember,  as  we  reminded  you  several  times,  that  Grays 
Harbor  Motorship  vessels,  as  now  building  in  that  yard,  are  not  being  classed 
by  American  bureau  on  account  misunderstanding  with  above  company.  Repre- 
sentative American  bureau  is  quitting,  besides  yard  is  not  following  instruc- 
tions on  vessels  strictly.  Advise  that  you  arrange  in  furture  contracts  that 
vessels  must  be  built  according  to  plans  and  approval  of  both  American  bureau 
and  Lloyds  registry.  Suggest  you  go  into  matter  fully  with  Lang  American 
Bureau  before  making  further  contracts.  Neither  have  we  anything  but  Sliu- 
bach*s  word  that  Lloyds  will  classify  Uiese  boats. 

Now,  did  you  know  of  any  negotiations  of  arrangements  subse- 
quent to  that  time  whereby  future  contracts  should  provide  your 
vessels  be  clasified  b^  both  American  bureau  and  Lloyds? 

Mr.  Ward.  No,  sir. 

The  Chairman.  Do  you  know  of  any  vessel  constructed  by  your 
corporation  that  had  to  be  dry  docked  three  times  after  its  delivery 
to  the  Fleet  Corporation  on  account  of  leaks? 

Mr.  Wabd.  One  that  I  remember  of,  yes ;  they  fooled  around  with 
it,  and  docked  her,  and  did  not  plug  the  holes  and  docked  her  two  or 
three  times  again. 

The  Chairman.  Do  you  remember  which  one  that  was? 

Mr.  Ward.  I  think  it  was  the  Wishka, 

The  Chairman.  Possibly  it  was  the  Wishka. 

Mr.  Ward.  Yes. 

The  Chairman.  Now,  I  want  to  read  a  paragraph  from  a  letter 
which  Mr.  Magee,  district  manager,  sent  to  assistant  manager,  divi- 
sion wood  ship  construction,  Pliiladelphia,  dated  August  27,  1918 : 

As  to  conditions  in  the  Grays  Harbor  Motorship  Corporation  yards.  It  is 
considerably  better  than  it  was  at  first  and  is  improving  all  the  time.  This  is 
the  usual  condition  in  most  of  wood  yards,  as  they  had  to  talce  green  men 
and  brealc  them  into  the  art  of  shii>building.  We  believe  that  in  justice  to  the 
builders,  the  American  bureau  should  survey  these  ships,  and  give  us  definite 
reports  as  to  their  requirements.  If  any,  in  order  to  make  these  ships  comply 
with  their  classification  requirements.  As  the  matter  now  stands,  everything 
that  they  require  that  we  have  knowledge  of  has  been  done. 

That  was  August  27,  1918.     Now,  at  that  time,  had  anything. that 
you  have  knowledge  of,  with  reference  to  the  classification  require- 
ments by  the  American  bureau  been  done  or  performed  by  your, 
corporation  ? 

Mr.  Ward.  Yes. 

The  Chairman.  And  is  it  true  at  that  time,  that  the  work  at 
your  yard  was  improving  and  that  your  men  were  becoming  more 
experienced,  and  were  trunin^  out  better  work? 

Mr.  Ward.  Yes;  I  think  it  always  was  good,  but  they  got  to 
knowing  what  good  work  looked  like,  and  they  could  appreciate  it 
better.  We  always  did  good  work,  but  we  had  green  men  down 
there,  most  of  them,  but  we  had  been  building  there  for  sometime 
a  number  of  other  ships;  we  built  a  number  of  ships  there  before 
the  Shipping  Board  went  into  the  game. 

The  Chairman.  You  say,  at  the  start,  you  had  to  take  green  men 
and  break  them  in! 
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Mr.  Ward.  We  had  to  take  on  some  green  men;  and  we  had  to 
break  in  the  most  of  them. 

The  Chaibman.  But  you  think  the  work  you  did  was  good  work! 

Mr.  Wabd.  It  was  good  work. 

The  Chaibman.  It  was  always  good  work:  but  the  only  diflfer«ice 
was,  the  officials  ^ot  to  know  what  good  work  was,  and  ti^ey  did  not 
recognize  it  earlier? 

Mr.  Wabd.  That  is  about  the  size  of  it. 

Mr.  FosTEB.  It  was  just  as  good  then  as  later,  only  more  so! 

Mr.  Wabd.  Yes. 

The  Chaibman.  Who  was  the  naval  architect  at  your  plant;  or 
did  you  have  any? 

Mr.  Wabd.  I  had  a  draftsman  there,  a  Mr.  Tyler,  who  was  draft- 
ing^on  the  designs. 

The  Chaibman.  Did  you  say  Mr.  Campbell  was  your  accountant! 

Mr.  Wabd.  We  had  a  man  by  the  name  of  Campbell,  an  accountant, 
but  Mr.  Shea  is  assistant  treasurer,  and  he  is  also  accountant — head 
accountalit. 

The  Chaibman.  Just  what  does  Campbell  do! 

Mr.  Wabd.  He  is  a  bookkeeper. 

The  Chaibman.  Do  you  know  whether  he  is  related  to  Mr.  Lra 
Campbell,  of  the  Fleet  Corporation! 

Mr.  Wabd.  I  don't  think  so. 

The  Chaibman.  You  don't  think  so! 

Mr.  Wabd.  No. 

The  Chaibman.  I  think  that  is  all. 

Mr.  Kelley.  You  had  quite  a  good  many  changes  in  your  in- 
spectors, I  take  it  from  your  testimony,  from  first  to  last! 

Mr.  Wabd.  Yes. 

Mr.  Kelley.  And  your  jud^ent  is  that^  taking  them  all  in  all, 
they  were  not  qualified  to  act  m  that  capacity! 

Mr.  Wabd.  Some  of  them  were;  but  a  good  many  of  them  were 
not. 

Mr.  Kelley.  The  majority  of  them  were  not! 

Mr.  Wabd.  I  think  so. 

Mr.  Ki:lley.  And  they  did  not  know  good  work  from  bad  work 
when  they  saw  it! 

Mr.  Wabd.  No;  they  did  not;  that  is  a  fact. 

Mr.  Kelley.  That  is  all. 

Mr.  FosTEB.  I  want  to  find  out  what  officer  in  the  company  picks 
the  sponsor;  is  that  the  manager,  or  the  vice  president,  or  who! 

Mr.  Wabd.  We  pick  different  men. 

Mr.  FosTEB.  Who  took  the  principal  part  when  Mrs.  Hunt  was 
picked  as  sponsor  for  one  of  the  launchings! 

Mr.  Wabd.  I  don't  know ;  I  think,  probably,  we  all  agreed  on  that. 

Mr.  FosTEB.  I  notice  that  Skinner  &  Eddy  selected  her  once,  and 
that  you  selected  her  once,  and  the  Seaborn  shipyard  once,  and  then 
one  of  the  other  yards ;  and  she  was  sponsor  at  four  or  five  launchings! 

Mr.  Wabd.  I  think  so. 

Mr.  FosTEB.  She  was  the  wife  of  the  manager  of  the  operating  de- 
partment, wasn't  she? 

Mr.  Wabd.  I  don't  know ;  he  has  held  two  or  three  positions  with 
the  Fleet  Corporation,  but  I  don't  loiow  what  they  were  nor  at  what 
times. 
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Mr.  Foster.  Who  picked  Mrs.  Ridley;  do  you  remember? 

Mr.  Ward.  Why,  I  think  I  suggested  her,  myself. 

Mr.  Foster.  Who  picked  Miss  Helen  Grant,  the  daughter  of  the 
disbursing  officer? 

Mr.  Ward.  I  don't  know  who  picked  her. 

Mr.  Footer.  You  don't  Iqiow  who  picked  her?  Who  picked  Mrs. 
Maeee,  the  wife  of  Capt.  Magee? 

Mr.  Wakd.  I  don't  Imow  who  picked  her. 

Mr.  Foster.  She  was  picked  by  your  company — ^by  the  Seaborn 
Company,  and  Skinner  &  Eddy,  and  one  or  two  others;  you  don't 
know  what  particular  officer  picked  her? 

Mr.  Ward.  No. 

Mr.  Foster.  Any  particular  officer? 

Mr.  Ward.  Sometimes  Mr.  Shubach  would  be  away,  and  then  wo 
would  ffo  ahead  and  pick  whoever  we  saw  fit;  and  sometimes,  when 
he  was  here,  he  would  pick  them  and  we  would  generally  agree  on  it. 

Mr.  FosTTER.  Did  you  pick  them,  generally,  when  he  was  here ;  or 
who? 

Mr.  Ward.  I  usually  tried  to,  you  know. 

Mr.  Foster.  Did  vou  know  at  the  time  that  the  Government  later 
on  intended  to  allow  $1,500  for  each  launching? 

Mr.  Ward.  No  ;  I  never  knew  that  until  to-day,  when  I  heard  some 
one  mention  it. 

Mr.  Foster.  What  I  was  trying  to  get  at  is:  All  other  prices  go- 
ing up,  did  you  know  why  they  had  been  allowed  only  $500  lor 
launchings  since  February  and  $1,500  back  of  last  February? 

Mr.  Ward.  That  is  a  claim  we  have  not  got  to  fight  for ;  we  never 
got  anything  for  that ;  we  are  lump-sum  contractors,  and  they  never 
allowed  us  anything  for  launchings.  We*  paid  our  own  launching 
expenses;  we  bought  our  own  launching  presents,  and  we  paid  our 
own  launching  expenses. 

Mr.  Foster.  That  is  all. 

Mr.  Kelley.  Is  it  not  the  usual  practice  in  shipbuilding  for  the 
owner  to  confer- the  little  honor  of  selecting  the  sponsor  rather 
than  the  contractor? 

Mr.  Ward.  I  think  that  is  the  usual  practice. 

Mr.  Kelley.  That  is  actually  what  was  done  in  all  of  these  cases. 
Would  you  say  that  the  owner  selected  these  sponsors? 

Mr.  Ward.  The  Fle^t  Corporation. 

Mr.  Kelley.  The  Fleet  Corporation? 

Mr.  Ward.  No;  the  Fleet  Corporation  did  not  select  them. 

Mr.  Foster.  They  Vere  selected  from  the  Fleet  Corporation. 

Mr.  Ward.  They  selected  their  own  sponsors  there  for  quite  a 
while. 

Mr.  Kelley.  That  has  been  the  practice  from  time  immemorial — 
the  owner  of  the  craft  selecting  some  one  that  was  near  to  him,  or 
something  of  the  kind,  and  tells  the  contractor  who  he  wishes  to  act 
as  sponsor ;  and  isn't  it  a  rather  unusual  thing  for  the  contractor  to 
assume  the  task  of  selecting  the  name  of  the  sponsor? 

Mr.  Ward.  Yes;  and  I  would  think,  if  they  did  not,  that  they 
should  have. 

Mr.  Kelley.  Is  it  not  a  fact  that  these  sponsors  were  suggested  to 
you  by  the  owner? 

Mr.  Ward.  No. 
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Mr.  Kellet.  How  •  many  hulls  could  one  inspector  look  after 
properly  and  carefully,  if  he  is  a  competent  man. 

Mr.  Fuller.  The  way  the  work  was  being  rushed  there,  I  think 
one  inspector  would  have  his  hands  full  if  he  inspected  and  looked 
after  two  ships. 

Mr.  Kellet.  And  there  were  eight  down  there  all  at  once? 

Mr.  Fuller.  There  were  six  in  the  water  being  completed ;  there 
were  14  at  one  time. 

Mr.  Kellet.  And  two  men  were  looking  after  those? 

Mr. -Fuller.  Yes. 

Mr.  Kellet.  On  the  part  of  the  Government? 

Mr.  Fuller,  Yes. 

Mr.  Kellet.  How  many  Lloyd  inspectors  were  there? 

Mr.  Fuller.  None  at  all  that  I  know  of. 

Mr.  Kellet.  You  resigned  before  the  Llovd  inspectors  came  in 
there? 

Mr.  Fuller.  Yes. 

Mr.  Kellet.  And  the  American  bureau  never  had  anybody  there! 

Mr.  Fuller.  Not  while  I  was  there. 

Mr.  KeijjEt.  Then,  all  of  the  while  that  you  were  there,  neithei 
Lloyds  or  the  American  Bureau  looked  after  these  ships,  14  or  18, 
or  whatever  number  of  ships  there  were  on  the  ways  there? 

Mr.  Fuller.  No. 

Mr.  Kellet.  Were  there  eight  ships  on  the  ways  at  once? 

Mr.  Fuller.  Eight  ships  on  the  ways. 

Mr.  Kellet.  And  how  many  in  the  water? 

Mr.  Fuller.  At  one  time  there  were  eight  ships  on  the  ways  and 
five  ships  in  the  water,  and  sawing  the  timbers  for  another  one,  and 
so  that  1  was  reporting  on  14  different  hulls. 

Mr.  Kellet.  And  only  two  inspectors  doing  all  of  that  work? 

Mr.  Fuller.  Yes. 

Mr.  Kellet.  Two  inspectors? 

Mr.  Foster.  And  one  of  those  out  of  the  asylum? 

Mr.  Kellet.  What  is  that? 

Mr.  Foster.  And  one  of  those  mentally  out  of  order? 

Mr.  Kellet.  Do  you  know  how  many  men  were  working  on  that 
work  in  other  yards? 

Mr.  Fuller.  I  do  not. 

Mr.  Kellet.  The  bigger  yards? 

Mr.  Fuller.  I  do  not  think  there  were  enough  in  any  of  them. 

Mr.  Kellet.  You  think  that  was  the  practice  all  through  the 
district  ? 

Mr.  Fuller.  Yes. 

Mr.  Kellet.  For  two  men  to  look  after  12  or  14  hulls? 

Mr.  Fuller.  We  had  more  hulls  at  our  yard  than  any  other  yards 
outside  of  the  steel  shipyards,  which  I  know  nothing  about. 

Mr.  Kellet.  Then  the  fact  is  under  the  arrangement  in  effect; 
you  might  as  well  have  been  away  from  there? 

Mr.  Fuller.  I  might,  practically. 

Mr.  Kellet.  Because  you  could  not  see  what  was  going  on  on  12 
or  13  hulls,  could  you? 

Mr.  Fuller.  No. 

Mr.  Kellet.  You  were  not  received  very  civilly,  either,  there, 
any  of  the  time? 
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Mr.  FuiiLER.  I  was  received  very  nicely  up  until  the  time  I  began 
to  make  reports  and  complaints. 

Mr.  Kelley.  Did  Mr.  Ward  think  you  were  incompetent? 

Mr.  Fuller.  He  never  talked  to  me  about  it;  but  you  saw  his 
letter. 

Mr.  Kelley.  He  said  you  did  not  act  properly  ? 
•   Mr.  Fuller.  Yes. 

Mr.  Kelley.  He  did  not  say  you  were  incompetent ;  he  would  not 
vouch  for  the  statement  that  you  were  incompetent  ? 

Mr.  Fuller.  No  ;  Mr.  Shubach  did  that. 

Mr.  Kelley.  What  did  you  think  about  it? 

Were  you  able  to  watch  all  of  the  work  there  ? 

Mr.  Fuller.  No. 

Mr.  Kelley.  So  Mr.  Ward  was  right  about  it,  and  Mr.  Shubach 
was  right  about  it ;  is  that  it  ? 

Mr.  Fuller.  If  you  would  allow  me  to  explain  this:  The  Ward 

S^pe  of  ship  was  a  special  type,  and  they  furnished  us  with  a  lot  of 
rawings  and  specifications  covering  the  single  screw  type  of  ship ; 
the  Ferris  type  ship  we  had  to  take  the  specifications  drawn  up 
which  was  acknowledged  by  both  parties  ais  being  incomplete,  and 
could  not  be  relied  upon,  and  very  few  drawings ;  they  had  a  number 
of  drawings  there,  that  had  not  been  drafted ;  and  they  were  working 
on  them  in  the  drafting  rooms.  After  the  row  that  I  had  in  the 
yard  therewith  Subach  and  Ward,  I  was  denied  access  to  the  drafting 
room ;  the  chief  draftsman,  Mr.  Diller,  told  me  Ward  had  instructed 
them  to  keep  me  out  of  the  drafting  room. 

Mr.  Kelley.  Where  did  you  get  your  blue  prints  ? 

Mr.  Fuller.  I  went  after  them ;  I  did  not  have  any  specifications 
to  reliably  work  with. 

Mr.  Kelley.  How  did  you  know  whether  they  were  conducting 
their  work  according  to  the  plans  and  specifications  ? 

Mr.  Fuller.  I  did  not. 

Mr.  Kelley.  Did  you  report  that  to  Blain  and  Magee? 

Mr.  Fuller.  I  did  not ;  I  reported  it  to  Capt.  Kidley,  and  he  wrote 
up  here  repeatedly  for  plans  and  specifications. 

Mr.  Kelley.  And  Mr.  Blain  and  Mr.  Magee  both  knew  tliat  their 
inspectors  in  that  yard  were  denied  access  to  the  plans  and  speci- 
fications, and  yet  they  expected  them  to  inspect  the  work  according 
to  the  plans  and  specifications  ? 

Mr.  Fuller.  I  can  not  tell  what  they  knew. 

Mr.  Ejblley.  Well,  you  said  you  Imew  this  letter  was  written. 
Does  not  that  establish  the  fact? 

Mr.  Fuller.  Yes. 

Mr.  Kelley.  And  still  you  did  not  get  your  plans  and  specifica- 
tions? 

Mr.  Fuller.  No  ;  they  had  not  been  drafted. 

Mr.  Kelley.  So  you  were  forced  to  the  conclusion  they  did  not 
care  up  here. 

Mr.  Fuller.  I  did  not  draw  any  conclusions. 

Mr.  Kelley.  Wasn't  that  your  conclusion  ?  What  other  conclusion 
oould  you  draw  ? 

Mr.  Fuller.  I  drew  no  conclusions. 
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Mr.  Kelley.  Let  me  ask  you  this:  Could  any  person,  no  matter 
how  well  equipped  he  was,  act  as  inspector  if  he  did  not  have  blue 
prints  ? 

Mr.  Flxler.  No. 

Mr.  Kelley.  And  you  did  not  have  them  ? 

Mr.  Fuller.  No. 

Mr.  Kelley.  And  you  advised  your  superior  oiBcer  that  you  did 
not  have  them  ? 

Mr.  Fuller,  Yes. 

Mr.  Kelle.  And  he  iiotified  this  officer  that  you  did  not  have  them! 

Mr.  Fuller.  Yes. 

Mr.  Kelley.  And  they  took  no  action  to  get  them  for  you  ?  That 
is  a  fact,  as  far  as  you  know  ? 

Mr.  Fuller.  They  came  in  so  slowly  that  they  never  were  com- 
pleted.   Vessels  were  launched  before  we  got  complete  plans. 

Mr.  Kelley.  Before  you  got  completed  plans  ?  W  ho,  then,  got  the 
completed  plans? 

Mr.  Fuller.  I  don't  know ;  we  never  had  completed  plans. 

Mr.  EIblley.  They  had  no  completed  plans,  but  they  had  com- 
pleted vessels? 

Mr.  Fuller.  They  never  had  completed  plans  down  there. 

Mr.  Kelley.  You  mean  the  company  never  had? 

Mr.  Kelley.  No  ;  the  inspectors  never  had. 

Mr.  Kelley.  They  were  to  come  in  on  the  next  turn  of  the  wheel, 
apparently.    Was  that  the  custom  all  of  the  time  you  were  there? 

Mr.  Fuller.  That  is  right ;  yes. 

Mr.  Kelley.  That  is  all. 

Mr.  Hadley.  I  would  like  to  ask  you  a  few  questions:  What  was 
the  fact  as  to  the  question  of  the  availability  in  this  district  of  in- 
spectors, qualified  inspectors?    Were  they  plentiful  or  scarce? 

Mr.  Fuller.  I  assume  they  were  scarce ;  because  a  man  competent 
of  being  such  an  inspector  as  he  had  to  be  down  there  could  draw 
a  much  better  salary  in  the  yards;  there  was  down  there  at  the  Grays 
Harbor  Motorship  Cor}>oratioh  yards — there  were  apprentice  calkers 
who  drew  more  per  week  pay  than  I  was  getting  for  my  monthly 
pay ;  and  the  sanle  with  all  skilled  mechanics. 

Mr.  Hadley.  Then  it  was  the  scarcity  of  inspectors  to  discharge 
the  duties  required  that  prevented  the  compliance  with  your  request 
by  the  district  office,  or  do  you  attribute  that  to  the  ftict  that  the 
salary  was  inadequate,  or  to  the  scarcity  of  men,  or  to  what  reason 
do  you  attribute  it? 

Mr.  Fuller.  Yes ;  I  think  the  salary  was  inadequate  to  get  com- 
petent men. 

Mr.  Hadley.  You  mean  that  competent  inspectors  went  into  other 
departments  of  the  industry  because  they  were  not  paid  a  sufficient 
salary  to  justify  their  remaining  in  that  branch  of  the  profession? 

Mr.  Fuller.  Yes. 

Mr.  Hadley.  I  infer  from  your  statement  the  fact  to  be  that  there 
were  an  ample  number  of  well  qualified  inspectors  available  if  they 
were  called  upon  and  given  sufficient  pay? 

Mr.  Fuller.  I  do  not  mean  to  imply  that ;  because  I  do  not  know. 
If  you  pay  enough,  there  are  enough  men  around  on  this  coast  who 
know  all  about  ship  building. 
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Mr.  Hadusy.  I  know  nothing  about  it,  and  I  am  asking  for  infor- 
mation. Your  statement  implied  that  the  Grays  Harbor  Motorship 
Corporation  at  that  time  was  short  of  men,  and  that  there  were  not 
an  adequate  number  of  inspectors  there? 

Mr.  FuLLEB.  Yes. 

Mr.  Haduey.  I  inferred  that  was  your  view  of  it. 

Mr.  Fuller.  Yes. 

Mr.  Hadley.  Yes.    That  is  all. 

Mr.  Kelley.  What  did  you  mean  by  segregating  contracts  there, 
"which  caused  trouble  there  ? 

Mr.  Fuller.  I  do  not  like  to  give  any  information  on  that  matter 
when  you  have  got  the  contracts  handy  so  you  can  get  it  from  them. 

Mr.  Kelley.  Can't  you  outline  in  a  general  way  the  advantage 
that  a  corporation  had  in  following  the  practices  you  complained  of, 
and  what  suggestions  you  made  ? 

Mr.  Fuller.  The  installation  contracts,  as  I  recall,  provided  for 
a  lump  sum  to  be  paid ;  and  for  the  erection  of  machine  shops  and 
for  the  installation  of  the  plant,  and  an  allowance  of  $25,000  for 
labor  cost  in  installing  machinery.  Anjiihing  over  this  $25,000  labor 
cost  was  to  become  an  extra,  to  which  either  10  or  15  per  cent  was 
added  for  overhead.  Now,  the  hulls  were  not  completed  when  they 
were  accepted.  It  was  recognized  that  these  people  could  install  the 
machinery  and  complete  the  hull  contract  afterwards  to  greater  ad- 
vantage both  to  themselves  and  to  the  Fleet  Corporation;  and  keep 
the  two  distinct  items  separated,  the  item  that  should  be  charged  to 
hull  construction  and  the  item  that  should  be  charged  to  installation 
was  very  difficult  for  anybody  to  keep  track  of ;  but  as  long  as  the 
item  for  installation  did  not  run  over  $25,000  it  did  not  make  any 
fliflFerence ;  but  as  soon  as  it  did  run  over  that  allowance,  why,  then, 
we  wanted  to  know  what  should  be  deducted  for  hull  construction. 
Now,  I  think  the  first  boat  thev  installed  the  machinery  in  ran  pretty 
nearly  double  the  $25,000,  if  1  recall  right;  and  there  was  no  checK 
that  I  could  see  upon  them  as  to  what  had  been  charped  to  the  hull 
and  what  had  been  charged  to  machinery  installation.  The  men 
were  working  all  there  together  on  the  boats,  and  in  two  or  three 
instances  I  located  men  working  on  plumbing  work  which  I  knew 
or  assumed  was  to  be  charged  to  hull  construction,  and  found  that 
time  was  being  charged  up  to  installation.  I  called  that  to  the  atten- 
tion of  the  auditor,  and  he  checked  it  up,  and  I  guess  adjusted  it.  I 
don't  know  what  became  of  it. 

Mr.  Kelley.  After  that,  did  they  work  out  plans  whereby  you 
could  tell  ? 

Mr.  Fuller.  I  don't  know. 

Mr.  Kelley.  While  you  were  there? 

Mr.  Fuller.  No. 

Mr.  Kelley.  So  that  as  far  as  you  know,  while  you  were  there,  the 

f)ractice  in  effect  there  went  right  along,  and  under  that  practice 
abor  performed  on  the  hull  could  bo  charged  up  as  labor  performed 
on  installation;  and  then  could  they  claim  that  as  an  extra? 
Mr.  Fuller.  Yes;  very  easily. 

Mr.  Kelley.  And  that  might  run  into  any  sum  of  money? 
Mr.  Fuller.  Yes. 
Mr.  Kelley.  You  mentioned  as  much  as  $25,000  on  a  ship? 
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Mr.  FxjLLER.  Oh,  I  would  not  think  so  much  on  a  ship. 
Mr.  Kelley.  $5,000? 
Mr.  Fuller.  Yes. 
Mr.  Kelley.  So  when  it  became  too  much,  anybody  would  catch 
it  probably  in  the  ofSce,  so  there  could  not  be  so  much  eictra  but  up 
to  a  certain  point? 
Mr.  Fuller.  Yes. 

Mr.  Kelley.  And  it  might  possibly  get  by? 
Mr.  FuiiLER.  Yes. 

Mr.  Kelley.  What  do  you  think  would  be  the  maximum  which 
they  could  charge  up  that  way  and  still  get  it  through  as  being  fairly 
reasonable  ? 
Mr.  Fuller.  Oh,  I  would  not  begin  to  state  that. 
Mr.  Kelley.  As  inspector  it  was  your  duty  to  do  that,  and  call 
attention  to  that  fact,  that  some  of  the  labor  going  in  upon  the  hull 
was  being  charged  to  installation? 

Mr.  Fuller.  I  thought  it  was  my  duty  to  call  it  to  the  attention 
of  the  auditor.  You  understand  there  was  two  machinery  inspectors 
there  besides  me. 

Mr.  Keixey.  The  Fleet  Corporation  had  an  auditor  in  the  office, 
did  they  ? 

Mr.  Fuller.  Yes ;  for  the  last  two  or  three  months  I  was  there. 
.  .  Mr.  Kelley.  Did  you  call  it  to  the  attention  of  anybody  else? 

Mr.  Fuller.  No;  only  to  the  attention  of  Capt.  Kidley  and  the 
auditor. 

Mr.  Kelley.  You  did  not  write  any  letters  to  Mr.  Magee? 
Mr.  Fuller.  I  did  not  have  any  understanding  with  Mr.  Magee 
as  to  what  the  arrangement  was  there. 

Mr.  Kelley.  Now,  who  complained  of  that  to  you?    Who  made 
any  complaint  to  you  about  your  making  that  suggestion? 
Mr.  Fuller.  Nobody. 

Mr.  Kelley.  You  said  it  made  a  row  down  there? 
Mr.  Fuller.  No;  I  said  it  did  not  make  me  popular  down  there; 
the  feeling  that  they  are  talking  about  you,  you  can  feel  the  atmos- 
phere around  you  all  the  time. 

Mr.  Kelley.  After  that  you  noticed  a  decided  cooling-oflF  toward 
you  on  the  part  of  the  management  of  the  corporation? 

Mr.  Fuller.  No  ;  the  cooling-off  had  occurred  long  before  that. 
Mr.  Kelley.  This  was  an  intensified  cooling-off? 

Mr.  Fuller.  Well 

Mr.  Foster.  I  should  think  it  would  be. 

Mr.  Kelley.  And  after  that  they  tried  to  make  it  unpleasant  for 
you  in  everv  wav  ? 
Mr.  Fi  LLER.  Yes. 

Mr.  Kelley.  Who  went  in  there  after  you  left  ? 
Mr.  Fi' LLER.  I  don't  recall ;  I  was  informed ;  but  I  don't  remember. 
Mr.  Kelley.  Who  is  the  inspector  there  now? 
Mr.  Fuller.  I  understand  Capt.  Kidley  is  still  in  charge  there. 
Mr.  Kelley.  That  is  all. 

The  Chairman.  Is  there  anything  else?    If  there  is  nothing  fur- 
ther, that  is  all,  Mr.  Fuller;  thank  vou. 
(Testimony  of  witness  concluded.) 
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The  Chairman.  This  committee  will  now  stand  adjourned  until 
i2.30  o'clock  to-morrow  afternoon.  We  will  probably  visit  some  of 
t,lie  shipyards  in  the  meantime,  and  also  visit  Lake  Union. 

(Whereupon  at  10.26  o'clock  p.  m.,  the  committee  adjourned  to 
ineet  again  at  2.30  o'clock  p.  m.  Saturday,  Aug.  30, 1919.) 


Select  Committeb  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
Seattle^  Wash^  Saturday^  August  30^  1919. 

CAR  FEDERAL. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chair- 
man) presiding.  Also  present:  Hon.  P.  H.  Kelley,  Hon.  L.  H. 
Hadley,  and  Hon.  I.  M.  Foster. 

The  Chairman.  Mr.  Lowman,  are  you  willing  to  give  the  commit- 
tee some  information  relative  to  the  operations  of  the  Shipping 
Soard  here? 

Mr.  LowMAN.  Yes,  sir. 

The  Chairman.  Will  you  be  sworn,  please  ? 

TESHHONY  OF  MB.  J.  D.  LOW]i£AH,  FOBMEBLY  MANAOEB  OPEB-. 
ATIONS  DlVISIOir,  TTNITED  STATES  SHIPPINO  BOABD,  SEATTLE, 
WASH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Will  you  please  state  your  full  name,  Mr.  Low- 
man? 

Mr.  LowMAN.  J.  D.  Lowman. 

The  Chairman.  Your  residence? 

Mr.  LowMAN.  Seattle. 

The  Chair^ian.  And  your  business? 

Mr.  LowMAN.  I  am  president  of  the  Lowman-Hanford  Printing 
&  Stationery  Co. 

The  Chairman.  At  one  time  were  you  connected  with  the  Emer- 
gency Fleet  Corporation  here? 

Mr.  LowMAN.  Yes;  I  managed  its  operations  for  the  last  half  of 
a  year,  with  headquarters  at  Seattle.  During  the  first  half  of  the 
year  I  managed  Columbia  River.  This  was  all  one  district  the  first 
half  of  the  year,  until  they  organized  the  district  in  Portland. 

The  Chairman.  How  long  were  you  connected  with  the  Emer- 
gency Fleet  Corporation? 

Mr.  LowMAN.  I  was  there  until  about  the  28th  of  February  of 
this  year,  when  I  sent  in  my  resignation,  after  the  German  fleet  had 
surrendered,  and  I  felt  pretty  sure  that  the  war  was  over.  Then  they 
asked  me  to  stay  a  little  longer,  until  they  could  get  a  successor  ap- 
pointed and  qualified.    So  I  was  there  very  nearly  to  the  1st  of  March. 

The  Chairman.  How  large  a  force  did  you  have  under  you,  Mr. 
Lowman? 
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Mr.  LowMAN.  At  the  beginning,  I  don't  just  rwnember  the  num- 
ber, but  I  remember  that  the  total  pay  roll,  when  I  left  the  office,  was 
$3,690. 

The  Chairman.  A  month? 

Mr.  LowMAN.  A  month.  That  was  the  pay  roll  of  the  operating 
office.  I  think,  at  the  end  it  was  slightly  over  $1,800— $1,840,  or 
something  like  that. 

The  Chairman.  Now,  just  what  did  you  have  charge  of  ? 

Mr.  LowMAN.  After  a  ship  was  accepted  from  the  builders  by  the 
building  department,  I  gave  a  receipt  for  her,  and  took  her,  and 
put  a  crew  and  officers  and  supplies  and  cargo  on,  and  cleared  her 
to  the  customhouse,  and  sent  her  to  wherever  we  were  directed  to 
send  her  by  the  head  office.  About  nine-tenths  of  them  went  with 
cargoes  of  flour  to  Europe.  In  the  beginning,  we  sent  a  big  lot  of 
*  piles  for  the  building  of  our  docks  over  there.  I  shipped  5,000  piles 
over  to  France. 

The  Chairman.  If  a  vessel  was  completed  and  delivered  to  the 
Fleet  Corporation,  and  subsequently,  defects  or  troubles  developed 
as  the  result  of  faulty  construction,  or  from  any  other  reason, 
would  the  management  of  that  vessel  and  its  repairs  come  under  yonr 
supervision  ? 

Mr.  Lowman.  No;  I  think  not.  There  were  a  few  cases  in  the 
wooden  shipbuilding  where  the  building  department  took  charge  of 
those  whenever  they  came  back.  We  sent  a  number  of  ships  off  that 
leaked  badly  and  had  to  come  back. 

The  Chairman.  How  many  of  those  were  there? 

Mr.  Lowman.  I  think  there  were  three  or  four. 

The  Chairman.  Yes,  sir. 

Mr.  Lowman.  And  we  had  to  discharge  the  cargo  completely  and 
put  them  in  dry  dock. 

The  Chairman.  Have  you  got  the  names  of  any  of  those  ships 
which  you  could  give  to  the  committee? 

Mr.  Lowman.  The  Wuhka  was  one  of  them.  I  think  that  was  the 
first  one.  The  Broviilla^  I  think,  was  one,  and  the  Kaskaskia.  My 
records  will  show  the  whole  of  it,  up  there  in  the  office. 

The  Chairman.  Is  the  office  of  the  Division  of  Operations 

Mr.  Lowman.  Still  in  operation. 

The  Chairman.  That  is,  at  San  Francisco  now? 

Mr.  Lowman.  No;  here. 

The  Chairman.  Oh,  it  is  a  branch  office? 

Mr.  Lowman.  This  was  a  branch  of  the  San  Francisco  office ;  ves, 
sir.  At  the  time  I  was  running  it  it  was  practically  the  head  office. 
I  reported,  when  I  was  running  the  office,  direct  to  Washington,  and 
I  drew  money  and  paid  my  bills  direct  from  Washington.  I  think 
they  are  doing  all  of  that  now  in  San  Francisco,  and  it  is  a  branch 
of  the  San  Francisco  office. 

The  Chairman.  Were  there  any  ships  from  other  yards  than 
drays  Harbor  which  developed  trouble  and  from  which  cargoes  had 
to  be  removed? 

Mr.  Lowman.  I  believe  there  was  one,  but  I  am  not  sure  of  that. 
I  think  the  majority  of  the  trouble  was  from  that  yard. 

The  Chairman.  Now,  the  bills  from  the  towage  of  vessels  that  had 
gotten  into  trouble  at  sea  would  go  through  your  office? 
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Mr.  LowMAN.  No ;  I  don't  reanember  of  ever  having  any  bills  of 
that  kind  go  through  my  office. 

The  Chairman.  Do  you  remember  the  case  of  the  steamer  Black- 
ford? 

Mr.  LowMAN.  I  remember  her  getting  away;  yes.  Toward  the  lat- 
ter end  we  appointed  shipping  firms  to  load  vessels  and  handle 
vessels.  She  was  handled  by  a  local  shipping  firm,  and  they  simply 
reported  to  us.  She  was  abandoned  off  the  South  American  coast- 
lost.  Now,  I  think  personally  that  was  one  case  where  the  crew  was 
considerably  to  blame,  though  I  think  in  the  other  cases  it  was  bad 
building. 

The  Chairman.  But  even  in  this  case  the  vessel  made  62  inches  of 
water? 

Mr.  LowMAN.  Yes ;  she  was  in  bad  condition ;  but  notwithstanding 
that  fact,  that  the  crew  abandoned  her,  she  was  floated  ashore.  She 
never  did  sink ;  she  floated  ashore  on  the  coast. 

The  Chairman.  Do  you  remember  what  she  was  loaded  with? 

Mr.  LowMAN.  I  think  with  flour.  I  am  not  quite  positive  of  that, 
though,  but  I  think  it  was  with  flour. 

The  Chairman.  I  think  that  is  all  for  the  present. 

Have  you  any  questions,  Mi*.  Kelley  ? 

Mr.  Kelley.  Mr.  Ijowman,  when  the  builders  finished  the  ships, 
did  you  ever  receive  any  of  them  without  the  Lloyd's  or 

Mr.  LowMAN.  The  American  Bureau  or  Lloyd's  would  always  have 
a  certificate  with  them. 

Mr.  Kelley.  A  rating? 

Mr.  Low3iAN.  Yes;  always  have  a  rating. 

Mr.  Kelley.  All  the  ships  that  you  built  over  had  no  certificates? 

Mr.  LowMAN.  Yes. 

Mr.  Kelley.  According  to  some  of  the  testimony  which  we  have 
had,  as  I  recall  it,  there  were  some  ships  built  by  the  Grays  Harbor 
plant  that  did  not  have  either? 

Mr.  LowMAN.  I  don't  know  as  to  that.  The  difficulty  that  the  last 
controversy  was  about  was  with  the  Aberdeen^  and  we  did  have  a 
Lloyds'  certificate  there,  but  there  were  very  peculiar  conditions  con- 
nected with  the  delivery  of  that  ship. 

Capt.  Blain  telegraphed  Washington  on  a  certain  Friday — I  don't 
remember  the  date — that  he  was  ready  to  deliver  that  ship  with  a 
Lloyd's  certificate  and  an  American  surveyor's  certificate,  that  is,  our 
steamboat  inspection  of  the  hull,  and  naval  inspector's  certificates 
and  that  I  was  refusing  to  receive  her  and  was  delaying  the  use  of 
that  ship  by  the  Government.    Our  department  in  Washington  re- 

Eeated  that  telegram  back  to  me.  I  then  told  our  operator  that  we 
ad — I  think  it  was  Dawson — to  operate  that  ship,  to  go  and  say  to 
Capt.  Blain's  office  that  my  office  had  been  notified  that  the  ship  was 
ready  for  deliven^  with  those  certificates  and  that  he  was  ready  to 
take  her  over,  rfe  did,  and  they  said  to  him  "We  have  those  certifi- 
cates," and  they  even  showed  him  the  Lloyd's  certificate. 

Mr.  Kelley.  Who— the  Grays  Harbor  people  showed  him  that? 
Mr.  LowMAN.  No ;  the  building  office — Capt.  Blain's  office  showed 

it. 
Mr.  Kelley.  Oh,  yes. 
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Mr.  LowMAN.  But  he  said,  "  Our  instructions  in  the  receiving  of 
that  certificate  is  that  we  must  have  certain  things  done  before  we 
actually  put  the  ship  in  commission,  and  those  things  can  not  be 
finished  until  next  Wednesday."  But  as  a  matter  of  fact,  it  was  a 
couple  of  weeks,  even,  before  the  ship  was  finished. 

Mr.  Kellet.  Is  it  the  practice  of  Lloyd's  or  the  American  Bureau 
of  Shipping  to  grant  a  certificate  like  that  ? 

Mr.  JLowMAN.  I  do  not  know  of  any  other  case  like  that,  where  it 
was  granted  in  advance  of  the  work. 

Mr.  Kelley.  Who  was  the  agent  of  the  Lloyd's  who  did  that  ? 

Mr.   Lowman!  I   don't   remember  the  man's  name.     I   think  it 


was- 


Mr.  Kelley.  It  was  the  regular  agent? 

Mr.  LowMAN.  The  regular  agent,  who  lives  here.  I  don't  remember 
his  name.    I  believe  it  was  Fowler,  though  I  am  not  sure  of  that. 

Mr.  Kelley.  Was  it  Mr.  Collins  ? 

Mr.  LowMAN.  No;  I  don't  remember  that  name  in  connection 
with  it. 

Mr.  Kelley.  Did  they  have  a  certificate  from  the  American  Bu- 
reau of  Shipping? 

Mr.  LowMAN.  No;  from  the  steamboat  inspector.  They  had  that, 
yes — ^not  the  American  bureau.  They  were  depending  in  that  case 
on  the  Lloyd's. 

Mr.  Kelley.  Now,  were  all  of  these  ships  that  you  speak  as  leak- 
ing so  badly  as  to  compel  them  to  discharge  the  cargo  properlv 
rated? 

Mr.  LowMAN.  I  think  they  were ;  yes.  As  to  the  Wishka^  after  she 
was  discharged  we  had  a  survey  made,  and  that  survey  is  on  file 
in  our  office  and  also  in  the  building  department.  I  sent  the  build- 
ing office  a  copy  of  it,  and  also  sent  our  head  office  a  copy  and  kept 
a  copy ;  and  that  disclosed  some  very  poor  work. 

For  instance,  it  is  cited  that  some  bolt  holes  were  filled  with  ce- 
ment,, with  no  bolts  in  them  at  all ;  and  some  wherjB  they  were  bored 
for  18-inch  bolts  and  had  only  8-inch  bolts,  and  the  balance  of  the 
hole  was  filled  with  cement. 

There  were  a  number  of  things  of  that  kind  in  the  report,  and 
»the  only  comment  that  I  got  back  from  Capt.  Magee,  who  was  in 
charge  of  the  wood  department  at  the  time  I  sent  him  this  copy, 
was  that  he  had  received  it  and  that  it  went  to  prove  just  what  he 
thought,  "  that  this  ship  has  been. aground  somewhere  since  she  was 
taken  over."  He  had  msisted,  when  she  commenced  leaking,  that 
they  must  have  had  her  aground  somewhere;  and  in  that  suney 
it  disclosed  a  broken  piece  of  planking  of  the  false  keel,  and  he 
said  that  showed  definitely  that  she  had  been  aground  somewhere, 
though  the  surveyors — one  of  whom  was  Capt.  Gibbs,  who  does 
the  surveying  for  the  insurance  union  here — ^said  that  was  a  broken 
plank  on  the  surface  and  could  be  easily  renewed.  I  think  that  was 
the  comment  he  made  on  that. 

Capt.  Magee  made  no  comment  at  all  about  those  bolt  holes  not 
being  finished,  not  having  bolts  in  them.  He  simply  said  that  was 
proof  to  his  mind  what  he  thought  all  the  time,  that  they  had  that 
ship  abound. 

Mr.  Kelley.  So  far  as  your  relations  with  Mr.  Blain  or  with  Mr. 
Magee  were  concerned,  in  the  matter  of  handling  these  ships,  were 
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there  any  circumstances  which  tended  to  show  that  either  one  of  them 
df avored  Grays  Harbor  yard  ? 

Mr.  Low  MAN.  Yes;  there  were. 

Mr.  KELLEr.  I  wish  you  would  state  what  those  were. 

Mr.  LowMAN.  At  one  time  the  building  department  told  me  to  in- 
sist on  a  tial  trip  outside  the  cape  on  every  ship  before  w^e  put  any 
more  cargo  in  them.  That  was  after  we  had  several  of  them  that  we 
liad  to  discharge  cargo  from,  and  I  notified  the  building  department 
that  we  could  not  put  into  operation  any  more  of  those  wooden 
Btiips  unless  they  had  a  trial  trip  outside  the  cape.  I  sent  that  notice 
to  all  the  firms  to  whom  we  allocated  ships.  I  think  there  were  seven 
or  eight  of  them,  and  in  two  or  three  days  I  got  a  letter  back  from 
fWaterhouse  and  from  the  Pacific  Steamship  Co.— I  am  not  sure  but 
from  every  one  of  them — stating  that  they  had  received  a  letter  from 
Capt.  Blain,  and  quoting  it  to  me,  saying  that  "  the  notice  that  you 
have  just  received  from  the  operating  department  as  to  taking  over 
ships  only  after  they  have  a  trial  trip  outside  the  cape  shall  apply 
only  to  companies  other  than  the  Grays  Harbor  Motorship  Corpora- 
tion ;  that  it  should  not  apply  to  them." 

To  which,  of  course,  I  objected  very  strenuously  to  the  depart- 
ment, and  I  said  that  was  the  company  that  we  had  more  trouble 
with  than  we  had  with  all  the  others  combined,  and  I  did  not  think 
it  was  very  ethical,  anyway,  for  one  department  to  interfere  with  the 
orders  of  the  others.  I  was  only  carrying  out  the  orders  of  my 
superior  officer,  and  he  was  required  to  cancel  that  notice. 

Mr.  Kelley.  What  companies  were  those  that  notified  you  ? 

Mr.  LowMAN.  The  Waterhouse  Co.  and  the  Pacific  Steamship  Co. 
I  remember  letters  from  both  of  those.  The  quotations  was  an 
identical  letter,  as  though  he  had  sent  it  to  all  of  them.  The  first 
trouble  that  I  had  with  Capt.  Blain — I  never  had  any  very  serious 
trouble;  a  sort  of  aggravation  and  irritation  all  the  time,  the  first 
of  which  was  almost  the  first  week  I  was  in  the  office,  when  I  dis- 
covered quite  a  commotion  in  the  outside  office,  and  I  inquired  into 
it  and  found  that  one  of  his  men  was  insisting  upon  our  men  doing 
some  repair  work  around  the  breach  of  the  smokestack  of  one  of  the 
Duthie  ships,  and  this  engineer  of  mine  said  that  that  breaching  had 
buckled,  it  had  gotten  red  hot,  and  the  weight  of  the  stack  above  had 
bent  it  down,  and  it  buckled  so  that  it  shut  off  the  draft.  He  said 
it  was  done  during  the  trial  trip  by  overf orcing  j;he  draft  in  order  to 

riin  a  premium  for  increased  speed.  They  were  allowed,  I  think — 
am  not  sure  whether  it  was  ten  or  twenty  thousand  for  each  quar- 
ter knot  over  a  certain  speed,  and  a  deduction  for  each  quarter  knot 
if  they  fell  below  that;  and  in  order  to  get  this  premium  they  had 
forced  the  draft  so  as  to  heat  this  breaching  so  that  it  buckled  and 
doubled  down,  and  he  wanted  the  operating  department  to  do  the 
repairing. 

1  immediately  asked  my  engineer  to  dictate  right  before  the 
stenographer,  while  I  stood  there,  just  what  had  happened,  and  I 
sent  a  report  of  it  into  the  department,  and  Capt.  Blain  thought  I 
was  trying  to  make  trouble  for  him  by  doing  it.  Well,  I  was  simply 
trying  to  avoid  our  department  paying  for  things  they  should  not 
pay  for;  but  Capt.  Blain  told  me  immediately,  when  I  went  to  him 
about  it,  that  he  would  attend  to  it,  and  he  did  when  that  ship 
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came  from  Tacoma.  Duthie's  men,  with  a  portable  forge,  were  down 
there  at  the  coal  dock  and  did  the  repairs.,  and  I  never  heard  any 
more  of  it;  but  because  I  had  refused  and  reported  that  thing  he 
always  felt  very  irritated  about  everything  in  our  office. 

Mr.  Kelley.  There  is  no  reason  that  you  should  think  of,  or  that 
you  knew  of,  why  Nan  exception  should  be  made  in  this  trial  trip 
matter  in  favor  ot  the  Grays  Harbor  Motorship  Corporation  ? 

Mr.  LowMAN.  No ;  none  whatever.  I  always  felt  that  I  had  to  be 
more  careful  with  them  than  anyone  else,  and  they  always  kept  setting 
up  the  claim  that  in  bringing  those  ships  around  here  to  Seattle  was 
a  trial  trip  in  the  ocean,  while,  as  a  matter  of  fact,  they  were  not 
finished  when  they  were  brought  around.  Sometimes  they  were 
towed  around  here.  ''  Well,"  they  said,  "  the  ship  has  already  been 
in  the  ocean,  and  if  she  would  leak,  she  would  leak  whenever  they 
towed  her  around,  and  that  should  be  a  sufficient  trial  trip." 

Mr.  Kelley.  As  a  matter  of  practice,  was  that  permitted  to  go  as  a 
trial  trip? 

Mr.  LowMAN.  No;  we  definitely  pointed  out  that  that  would  not 
be  considered  a  trial  trip,  that  she  must  be  fully  finished. 

Mr.  Kelley.  Did  Mr.  Blain  or  Mr-  Magee  take  the  position  that 
that  should  be  considered  a  trial  trip  ? 

Mr.  LowMAN.  Yes.  Mr.  Magee  wrote  to  me  repeatedly — and  the 
files  at  the  office  will  show  that — ^urging  that  as  a  sufficient  trial. 

Mr.  Kelley.  Although  these  hulls  were  often  ^towed  around  ? 

Mr.  LowMAN.  Yes ;  he  said  they  would  leak  just  the  same,  if  they 
had  any  reason  for  leaking,  as  if  they  had  come  around  on  their 
own  power. 

Mr.  Kelley.  What  is  the  fact  as  to  them  ? 

Mr.  Tjowman.  Every  one  of  them  that  came  around  here,  befoie 
we  loaded  those  that  were  loaded,  and  which  developed  leaks  after- 
wards, had  the  same  trial  trip  and  did  not  develop  it  until  after 
they  ^ot  cargo  into  them.  It  was  the  weight  of  the  cargo  and 
straining  of  tlie  water  that  opened  up  the  seams,  probably,  and  bad 
calking,  probably,  too. 

Mr.  Kelley.  Are  there  any  other  circumstances,  that  you  recall, 
Mr.  Lowman,  which  would  tend  to  show  that  Mr.  Magee  or  Mr.  Blain 
favored  the  Grays  Harbor  Motorship  Corporation? 

Mr.  Lowman.  No.  Almost  all  of  our  correspondence  showed  con- 
stant irritation  at  my  insisting  upon  their  doing  the  regular  things 
that  others  did.    I  had  frequent  conflicts  with  the  office  over  it. 

One  time  there  was  a  report  that  I  wrote,  when  they  asked  me  in 
San  Francisco  why  it  was  that  so  many  of  these  vessels  proved  un- 
seaworthy  when  they  got  out  to  sea,  and  they  questioned  me  about 
our  taking  ships  and  using  them,  they  said,  prematurely.  I  dont 
know  just  exactljr  how  I  happened  to  do  it,  but  I  said  "  It  seems  to 
be  the  general  opinion  that  the  inspectors  are  either  inefficient  or  in 
cahoots  with  the  builders  or  something,"  and  they  gave  Capt;  Magee 
that  letter  in  San  Francisco.  Mr.  Magee  took  a  copy  of  it,  and 
wanted  to  raise  a  row  with  me  over  writing  any  such  fetter.  WelK 
it  was  sort  of  a  confidential  letter  in  answer  to  their  letter,  and  there 
is  no  reason  why  they  should  have  handed  him  that  letter.  That 
created  a  lot  of  friction,  of  course,  very  naturally. 

Mr.  Kelley.  You  are  not  a  shipbuilder,  I  take  it? 

Mr.  Lowman.  No. 
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Mr.  KELiiEY.  You  do  not  know  what  would  b©  considered  a  rea- 
sonable number  of  inspectors} 
Mr.  LowMAN.  No. 
Mr.  Kelley.  On  a  ship? 
Mr.  LowMAN.  No ;  I  don't  think  I  would. 

Mr.  Keuuey.  There  was  some  testimony  to  show  that  two  in- 
spectors were  assigned  to  take  care  of  14  hulls  down  there. 
Mr.  LowMAN.  I  don't  know  as  to  that. 

Mr.  Kelley.  You  do  not  know  whether  that  would  be  a  sufficient 
number? 

Mr.  Ix)WMAN.  I  wouy  not  be  competent  to  testify  as  to  that.    I 

am  not  a  ship  operator,  even.    I  am  really  surprised  I  got  through 

as  well  as  I  did  with  the  complex  condition  of  things  at  that  time. 

Mr.  Kelley.  Of  course  if  an  inspector  were  denied  access  to  blue 

prints  he  would  be  perfectly  helpless  on  any  of  the  construction  work? 

Mr.  LowMAN.  Yes;  I  thmk  so. 

Mr.  Kelley.  Did  you  know  whether  or  not  the  inspectors  down 
there  had  any  knowledge  of  changes? 

Mr.  LowMAN.  No ;  I  never  had  any  knowledge  of  what  was  going 
on  down  there. 

Mr.  Kelley.  Outside  of  this  letter  that  you  wrote  to  the  operating 
head  at  San  Francisco  explaining  what  you  thought  was  the  trouble, 
did  you  ever  writ^  any  other  letters  to  anybody  in  authority  about 
that? 

Mr.  LowMAN.  Yes;  I  wrote  a  number  of  reports  direct  to  the 
office  in  Washington,  and  also  to  Mr.  Cook,  of  things  that  happened 
at  different  times. 
Mr.  Kelley.  Involving  the  conduct  of  Mr.  Blain? 
Mr.  LowMAN.  Yes;  the  whole  attitude  of  the  head  office  seemed 
to  be  to  protect  the  building  department.    I  don't  know  why  it 
should  have  been.    We  had  a  controversy  one  time  over  a  ship  that 
the  Naval  Reserve  took  over  and  operated.    In  fact,  two  of  them 
we  had  with  them. 
Mr.  Kelley.  What  ship  was  that? 

Mr.  LowMAN.  I  don't  remember  the  name  of  the  first  one,  and  yet 
it  was  the  second  ship  that  was  manned  by  a  naval  crew,  and  it  was 
to  be  delivered  Saturday  noon.  Admiral  Coontz  told  me — ^he  was  in 
charge  of  the  Bremerton  yard — ^that  he  had  no  crew  for  her  and  a 
crew  would  be  sent  up  from  Mare  Island,  Calif.,  but  they  would 
not  get  here  until  Saturday  night.  We  were  very  anxious  to  get 
ships  off.  We  worked  night  and  day  to  load  them,  and  at  that  time 
I  was  loading  ships,  and  I  told  him  that  if  he  wanted  me  to  do  it 
I  would  take  the  ship  over  at  noon  and  commence  loading  her  so 
that  he  would  not  lose  that  time,  and  he  could  take  her  in  commis- 
sion on  Sunday.  He  was  very  grateful  to  me  for  doing  it.  He 
wired  Tacoma  that  I  was  to  take  the  ship  at  noon. 
-  Capt.  Blain  refused  to  deliver  her  to  anybody  but  Admiral  Coontz. 
We  quarreled  all  that  afternoon  over  it  and  he  did  not  deliver  it 
until  6  o'clock  that  evening,  with  the  result  that  our  crew  of  steve- 
dores had  gotten  scattered,  it  being  Saturday  afternoon  and  there 
was  nothing  to  do.  They  all  went  off  and  we  did  not  get  them  again 
imtil  8  o'clock.  That  caused  us  to  lose  pretty  nearly  a  day's  work 
on  that  ship,  and  it  made  me  rather  angry,  and  I  reported  it  to 
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Washington  and  they  sent  Capt.  Blain  that  letter  and  he  took  me 
to  task  again  for  writing  that  letter. 

Mr.  Kelley.  Would  it  be,  in  the  ordinary  course  of  events,  the 
usual  thing  for  the  head  office  to  send  this  correspondence  back 
here? 

Mr.  LowMAN.  No;  I  think  that  was  a  reprehensible  system  to  da 
a  thing  like  that,  particularly  when  I  was  trying  to  save  the  Govern- 
ment money.  We  were  paying  $3,000  a  day  for  ships  at  that  time 
and  we  lost  the  use  of  that  ship  for  that  day. 

Mr.  Kelley.  The  proper  course  in  a  case  of  that  kind  would  be  to 
institute  an  independent  investigation  if  they  were  not  satisfied 
with  your  reports? 

Mr.  LowMAN.  Yes.  I  told  them  that  a  dozen  times,  that  if  they 
did  not  want  me  to  report  what  happened,  to  say  so. 

Mr.  Kelley.  Was  there  any  other  case? 

Mr.  LowMAN.  The  second  case  that  I  handled  with  a  naval  re- 
serve ship  was  a  turbine  ship.  She  stripped  her  turbines  between 
here  and  Port  Townsend,  starting  off  with  a  cargo  of  flour,  and  she 
came  back  to  the  navy  yard,  and  it  took  something  like  10  days  for 
repairs.  These  little  buckets  on  the  turbines  just  stripped  like  a 
house  of  matches,  and  they  wasted  a  day  or  two  trying  to  find  out 
who  should  repair  it.  The  engine  building  and  installation  was  by 
the  engine  company,  separate  from  the  building  of  the  ship. 

A  separate  contract  had  been  made  by  the  Government  for  those 
engines,  and  the  Duthie  yard,  which  had  built  the  ship  here,  tried  to 
put  the  blame  onto  the  builder  of  the  engine  or  onto  the  operating 
crew  of  the  ship,  so  as  to  avoid  responsibility,  and  Admiral  Coontx 
wrote  a  letter  to  the  following  effect :  "  Please  go  ahead  and  repair 
this  ship  as  quickly  as  possible,  and  we  will  have  investigation  made 
as  to  the  responsibility  after  the  ship  shall  be  repaired."  In  that 
way,  they  went  ahead  and  the  repairs  were  made. 

Mr.  Kelley.  Was  that  the  ship  on  which  the  loss  would  be  about  the 
same  as  on  the  one  ship  you  spoke  about  a  while  ago,  $3,000  a  day! 

Mr.  LowMAN.  Yes.  We  were  paying  for  ships  that  did  not  carry 
as  much  as  that, jnore  than  $3,000  a  day.  We  were  pajring  $3,000  for 
some  7j500-ton  ships,  and  this  was  nearly  an  8,800-ton  ship. 

Mr.  Kelley.  Are  there  any  other  instances  which  you  recall 

Mr.  LowMAN.  They  went  ahead  and  rejected  this  ship.  The  real 
point  of  that  is  that  she  came  later  down  to  the  canal  and  before 
she  went  through  they  had  to  make  some  repairs,  and  they  had  to 
make  some  repairs  around  the  Brooklyn  Navy  Yard.  They  did  some 
more  repairing  there,  and  the  total  bill  amounted  to  seven  or  eig^ht 
thousand  dollars. 

A  month  or  so  later,  the  auditor  in  Washington  sent  me  a  telegram 
saying,  "  Will  you  tell  Capt.  Blain  to  go  over  these  bills  and  deter- 
mine who  should  pay  them,  the  operating  department,  the  building 
department,  the  builder  of  the  ship,  or  the  builder  of  the  engine. 
Four  different  people.  I  copied  that  letter  varbatim  for  Uapt. 
Blain,  and  asked  him  to  give  me  his  opinion.  The  only  opinion  I 
got  back  was,  "  I  don't  see  how  you  could  expect  the  builder  of  that 
ship  to  pay  this  bill." 

He  never  said  who  was  to  pay  it  at  all,  as  though  he  had  to  de- 
fend the  builder  of  the  ship. 

Mr.  Kelley.  Did  he  make  any  investigation,  as  far  as  you  know? 
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Mr.  liOWMAN.  That  was  all  I  know,  just  that  letter;  that  answer. 
I  sent  them  all  into  the  auditor  in  Washington.  I  sent  Capt.  Blain's 
letter  with  it,  and  told  him,  and  he  added  this — he  said  that  the 
investigation  at  the  navy  yard  proved  that  the  crew  was  inefficient 
and  inexperienced  in  handling  turbine  engines,  and  it  was  their 
fault  that  this  accident  happened. 

Mr.  Kelley.  He  was  either  trying  to  save  the  contractor  or  to 
put  the  blame  onto  you — one  of  the  two  ? 

Mr.  Ix)W3iAN.  I  said  to  auditor,  "  You  have  Capt.  Blain's  letter 
liere,  but  1  have  not  seen  the  report  of  that  investigation.  You  might 
get  a  copy  of  that  report  from  the  Navy  Department  before  you  pay 
these  bills."  About  a  week  later,  he  says :  "  Capt.  Blain  subsequently 
sent  me  a  copy  of  the  report  of  that  board  which  shows  it  was  due 
to  defective  installation  of  the  engine.  Therefore  the  company  that 
built  the  engine  up  at  Rochester  will  have  to  pay  these  bills."  Capt. 
Blain  had  no  knowledge,  except  somebody  in  my  office  told  him  of 
iw^hat  I  wrote,  but  he  voluntarily  changed  his  mind  about  who  was 
responsible  for  that,  and  sent  it  on  to  the  auditor. 

Mr.  Kelley.  But  his  first 

Mr.  LowMAX.  Yes;  they  have  reported  it  was  inefficiency  of  the 
crew. 

Mr.  Keij^y.  Whereas  the  report  was  directly  to  the  contrary? 

Mr.  LowMAN.  The  report  was  that  the  installation  of  the  engine 
was  at  fault.  A  number  of  things  like  that  kept  happening  all  the 
time.    They  kept  the  two  offices  irritated  all  the  time. 

Mr.  Kelley.  And  your  general  experience  with  Capt.  Blain  was, 
and  with  Capt.  Magee,  too,  I  suppose,  whenever  a  controversy  did 
arise,  that  they  would  be  apt  to  take 

Mr.  LowMAN.  The  side  of  the  builder. 

Mr.  Kelley  (continuing).  The  side  of  the  builder,  as  against 
the  Government  ? 

Mr.  LowMAN.  Yes,  sir;  as  against  us.  I  never  had  his  support 
in  any  controversy  that  I  had  at  all. 

Mr.  Kelley.  On  the  matter  of  repairs  ? 

Mr.  LowMAN.  No,  sir ;  or  anything  at  all. 

Mr.  Kelley.  Or  in  connection  with  anything  where  the  builder 
was  concerned  ? 

Mr.  LowMAN.  Not  a  single  instance  while  I  had  charge  there. 
.  Mr.  Kelley.  In  every  case,  so  far  as  you  recall,  Mr.  Blain  or  Mr. 
Magee  would  take  the  side  of  the  contractor  ? 

Mr.  LowMAN.  Would  take  the  side  of  the  builder. 

Mr.  Kelley.  Do  you  remember  the  Boston? 

Mr.  LowMAN.  No;  that  was  previous  to  my  going  into  the  office. 
However,  I  did  have  some  connection  with  her  operating  over  to 
Hawaii.  We  had  to  have  her  towed  in.  She  had  to  be  towed 
into  Honolulu  and  then  came  back,  and  I  understood  she  spent  more 
coal  getting  back  to  San  Francisco  than  she  carried  over,  in  getting 
across ;  so  she  never  was  sent  out  again  as  a  carrier. 

Mr.  Kelley.  So  the  Duthie  yard  did  repair  her? 

Mr.  LowMAN.  No;  the  old  Todd  yard  repaired  her.  I  never  saw 
her. 

Mr.  Kelley.  I  think  the  chairman  will  probably  have  some  ques- 
tions he  wants  to  ask  now,  and  I  will  suspend. 
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The  Chairman.  Not  yet,  Mr.  Kelley.  Have  you  any  questions, 
Mr.  Hadley? 

Mr.  Hadley.  Mr.  Lowman,  you  have  lived  in  Seattle  a  great  many 
years,  have  you  not  ? 

Mr.  LowMAN.  About  43  years.  Practically  all  of  my  mature  life 
has  been  spent  in  Seattle. 

Mr.  Hadley.  You  were  here  long  before  statehood? 

Mr.  LowMAN.  Yes ;  I  came  here  m  1877. 

Mr.  JIadley.  You  mentioned  that  you  were  the  president  of  the 
Lowman-Handford  Printing  &  Stationery  Co.  ? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  But  you  did  not  state  anything  further  of  your  busi- 
ness relations  with  the  community.  Have  you  any  other  general 
business  ? 

Mr.  LowMAN.  I  take  care  of  my  own  property.  That  is  the 
principal  business  I  have  been  doing  for  the  last  15  or  20  years. 

Mr.  Hadley.  Real  estate  property  ? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  In  the  city? 

Mr.  LowMAN.  Yes ;  loans  and  building. 

Mr.  Hadley.  Have  you  rendered  any  public  service  in  the  com- 
munity, or  quasi-public  service  ? 

Mr.  LowMAN.  Not  of  any  consequence.  I  have  been  president  of 
the  chamber  of  commerce  two  or  three  times — ^three  times,  and 
president  of  the  Associated' Chambers  of  Commerce  of  the  Coast. 

Mr.  Hadley.  You  are,  then,  thoroughly  acquainted  with  the  people 
of  this  city,  and  they  are  with  you  ? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  Do  you  know  how  you  come  to  be  designated  to  the 
position  of  which  you  have  spoken? 

Mr.  Low^MAN.  I  haven't  any  idea.  Mr.  E.  C.  Hughes  came  to  me 
one  day  and  asked  me  whether  I  would  serve  if  I  were  oflfered  the 
position,  and  I  told  him  that  I  did  not  know  much  about  operating 
ships,  but  if  they  wanted  me — ^there  was  not  anjrthing  I  would  not 
do  for  the  Government  if  they  wanted  me  to. 

Mr.  Hadley.  Mr.  Lowman 

Mr.  LowMAN.  And  in  a  few  days  they  telegraphed  me  an  appoint- 
ment. 

Mr.  Hadley.  Mr.  E.  C.  Hughes  is  now  dead,  is  he  not? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  You  refer  to  him  as  a  member  of  the  firm  of  Hughes, 
McMicken,  Do  veil  &  Ramsey  ? 

Mr.  LowMAN.  A  member  of  the  firm  of  Hughes,  McMicken,  Dovell 
&  Ramsey. 

Mr.  Hadley.  And  Mr.  Dovell  is  also  dead? 

Mr.  Lowman.  Yes,  sir. 

Mr.  Hadley.  Mr.  Hughes  was  the  head  of  the  law  firm? 

Mr.  LowMAN.  Yes,  sir. 

Mr.  Hadley.  And  that  is  one  of  the  oldest  law  firms  in  the  city  of 
Seattle? 

Mr.  LowMAN.  Yes,  sir ;  one  of  the  oldest  firms  in  this  country. 

Mr.  Hadley.  I  was  asking  you  if  you  know  how  you  come  to  be 
selected,  and  I  believe  you  stated  that  Mr.  Hughes  inquired  of  you 
about  it  ? 
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Mr.  LowMAN.  Yes,  sir. 

Mr.  HADiiET.  Who  was  he  attorney  for? 

Mr.  LowMAX.  He  was  the  attorney  for  the  American  Hawaiian 
Oo.  here,  of  which  Cook  was  the  manager,  and  Cook  by  that  time 
had  become  the  operating  department  manager  of  the  Shipping  Board 
in  San  Francisco,  and  they  had  asked  him  for  the  name  of  some  one 
up  here. 

Mr.  Hadley.  They  asked  him  to  recommend  some  one? 

Mr.  LowMAN.  Yes ;  and  he  wrote  to  Mr.  Hughes  and  Mr.  Hughes 
came  and  asked  me  whether  I  would  act. 

Mr.  Hadley.  What  was  the  name  of  the  division  or  department, 
technically,  in  which  you  were  employed? 

Mr.  LowMAN.  The  operating  department  of  the  Shipping  Board. 
•  Mr.  Hadley.  Was  that  absolutely  independent  of  the  building 

Mr'  LowMAN.  Of  the  building  department? 

Mr.  Hadley.  Yes. 

Mr.  LowMAN.  Yes;  it  was  supposed  to  be.  The  only  time  there 
was  ever  any  interference  was  that  time  when  he  thought  we  should 
not  interfere  with  the  Grays  Harbor  Co.  That  was  the  only  time  the 
building  department  ever  attempted  to  interfere. 

Mr.  Hadley.  I  mean  in  the  strict  functioning  of  the  two  depart- 
ncients. 

Mr.  LowMAK.  Our  funds  were  separate,  and  our  accounting  was 
separate,  and  everything  was  separate.  I  accounted  directly  to  the 
auditor  in  Washington  for  all  the  bills  I  paid. 

Mr.  Hadley.  And  you  did  not  ever  have  to  account  to  the  building 
department  in  any  way? 

Mr.  LowMAN.  No ;  not  in  anything. 

Mr.  Hadley.  Your  functioning  and  jurisdiction  was  as  supreme  in 
this  district,  your  department,  as  that  of  Capt.  Blain's  in  his  ? 

Mr.  LowMAN.  Yes ;  every  bit.  No ;  he  never  interfered.  That  was 
the  only  one  case  in  which  there  was  any  attempt  at  interference 
at  all. 

Mr.  Hadley.  You  did  not  report  to  San  Francisco  during  your 
period 

Mr.  LowMAN.  Yes;  I  kept  them  posted  on  everything  we  were 
doing,  because  we  were  loading  ships  for  different  ports — ^to  three 
ports,  in  fact;  but  all  of  my  accounting  was  direct  to  the  auditor 
m  Washington. 

Mr.  Hadley.  Your  official  reports  were  required  to  go  to  Wash- 
ington? 

Mr.  LowMAN.  Oh,  yes.  The  sending  of  all  of  our  papers  through 
the  customhouse,  and  everything  was  all  done  direct  with  Washing- 
ton. The  chartering  of  ships  and  everything  of  that  kind  was  done 
direct  to  Washington.  We  took  over  quite  a  number  of  ships  under 
charter  here — ^21  Japanese  ships,  a  lot  of  Norwegian  ships,  and 
American  ships  and  that  work  was  all  done  direct  with  Washington. 
Three  Russian  ships  we  took  over  here  also. 

Mr.  Hadley.  Your  work  here  was  of  such  a  nature  to  keep  you  in 
<;lose  observation  of  what  was  going  on  in  the  building  department, 
as  well  as  in  your  own? 

Mr.  LowMAN.  Yes,  very. 

Mr.  Hadley.  Did  these  suggestions  of  Capt.  Blain  to  which  you 
have  referred,  in  reference  to  the  necessity  of  a  trial  trip  in  addition 
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to  what  tests  were  used,  occur  after  the  defects  appealred  in  the 
vessels  that  you  spoke  of  as  being  built  at  Grays  Harbor,  or  before? 

Mr.  LowMAN.  After.  It  was  only  after  we  had  one  or  two  that  we 
had  to  discharge  the  cargoes  from. 

Mr.  Hadley.  You  said  then  that  those  developments  had  been 
brought  to  the  knowledge  and  notice  of  Capt.  Blain,  to  your  knowl- 
edge? 

Mr.  LowMAN.  Oh,  yes. 

Mr.  Hadley.  Now,  just  what  practice  had  been  followed  as  to  the 
trial  trips  up  to  the  time  this  controversy  arose  about  what  was 
necessary,  and  then  follow  it  through. 

Mr.  towMAN.  There  was  never  very  much  controversy  until  we 
commenced  taking  wooden  ships.  The  steel  ship  trial  trips  were 
made  in  regular  routine,  and  I  had  nothing  whatever  to  do  with 
them,  and  they  were  not  accepted  until  those  trial  trips  were  made, 
and  when  they  were  accepted  by  the  building  department  they  sim- 
ply brought  me  a  receipt,  signed,  and  I  took  the  ship  over  on  their 
certification  that  the  trial  trip  was  made. 

Mr.  Hadley.  What  was  the  practice  that  was  pursued  in  regard 
to  wooden  ships? 

Mr.  Lowman.  Almost  all  the  time  I  was  there  we  were  trying  to 
adopt  some  practice,  but  we  never  did  get  any  uniform  practice. 
We  kept  parleying  as  to  who  was  to  do  this  work,  back  and  forth, 
and  who  was  to  pav  for  it — principally  who  was  to  pay  for  it ;  and 
Capt.  Magee  and  Capt.  Blain  were  all  the  time  trying  to  force  us 
to  furnish  crews  to  do  this  work  and  to  force  us  to  pay  for  it  out 
of  our  own  money. 

Mr.  Hadley.  iTnder  whose  jurisdiction  were  the  trial  trips  con- 
ducted? 

Mr.  LowMAN.  The  building  department. 

It  was  always  definitely  stated  in  this  controversy  that  they  would 
do  the  work  of  inspecting  and  see  that  the  trial  trip  was  made,  but 
they  were  all  the  time  wanting  us  to  furnish  men  to  do  it  and  to  pay 
the  expense  of  doing  it. 

Mr.  Hadley.  In  making  the  trial  trips,  as  you  had  discussed 
them,  you  were  not  satisfied  with  the  tests  that  were  being  used? 

Mr.  LowMAN.  Our  department  was  not. 

Mr.  Hadley.  That  is  what  I  mean. 

Mr.  Lo\^  MAN.  Because  the  first  three  or  four  were  brought  around 
and  simply  had  a  trial  trip  here  in  the  smooth  water  of  the  Sound, 
and  then  the  department  decided  that  they  would  not  put  a  crow 
into  any  more  until  we  could  try  them  outside  the  cape. 

Mr.  Hadley.  Did  vou  say  "  the  department "  ;  do  you  mean  the 
department  at  Washington? 

Mr.  Tx)WMAN.  My  operating  department. 

Mr.  Hadley.  Your  operating  department? 

Mr.  Lowman.  In  Washington ;  notified  me  not  to  accept  any  more 
of  them  before  a  trial  trip  outside  the  cape. 

Mr.  Hadley.  When  you  got  that  notification,  what  did  you  dot 

Mr.  Lowman.  I  immediately  notified  Capt.  Magee  of  that  and 
notified  all  of  my  operators,  that  when  ships  had  been  loaded  not 
to  accept  them  until  that  trial  trip  was  made. 

Mr.  Hadley.  Did  you  say  that  Capt.  Magee  was  in  charge  of  the 
wood-ship  division? 
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Mr.  LowMAN.  Yes,  sir ;  and  Capt.  Blain  of  the  steel-ship  division. 
!Mr.  Haduey.  The  wood-ship  division  had  charge  of  the  building 
department;  had  charge  of  the  trial  trip? 
Mr.  LowMAN.  Yes. 

Mr.  Hadlet.  After  you  notified  Mr.  Magee  of  this  instruction  of 
your  department  at  Washington,  what  happened  after  that  as  to 
the  trial  trips? 

Mr.  Lowman.  Well,  he  wrote  back,  insisting  that  they  did  have 
an  ocean  trial  trip  in  bringing  them  around  here,  that  they  had 
come  from  Grays  Harbor  to  Seattle,  and  one  particular  case  I  re- 
member very  well  he  said :  "  Do  you  suppose  we  bring  them  over- 
land; don't  they  get  a  trial  trip  when  they  come  around?"  Letters 
like  that  he  kept  writing. 

Mr.  Hadley.  What  was  your  idea  of  that  ? 

Mr.  Lowman.  Finally,  we  notified  all  the  operators  that  they 
must  not  put  into  commission  any  ship  until  it  did  have  this  trial 
trip  outsiae,  and  that  they  must  send  one  of  their  men,  either  the 
captain  or  engineer,  on  board  to  observe  how  it  behaved  and  how 
far  it  did  go,  that  they  should  not  accept  the  ship  and  put  her  in 
operation  until  they  did  that,  and  that  is  what  brought  forth  those 
letters. 

Mr.  Hadlet.  When  a  ship  came  from  Grays  Harbor  aroimd  to 
Seattle,  did  it  come  under  the  condition  that  you  have  just  specified, 
or  under  what  conditions? 

Mr.  Lowman.  It  came  around  usually  for  equipment  around  here, 
for  finishing.  They  would  sometimes  be  around  here  a  month  before 
delivery. 

Mr.  Hadlet.  Under  whose  charge  would  it  be? 
Mr.  Lowman.  Under  the  building  department. 
Mr.  Keixey.  You  mean  as  it  came? 
Mr.  Hadley.  As  it  came  around. 

Mr.  Lowman.  As  it  came  around,  under  their  charge.  Sometimes 
they  would  put  a  scrub  crew  on  and  bring  her  around,  under  an 
engineer  and  captain. 

Mr.  Hadley.  In  sending  the  vessel  to  the  building  department 

from  Grays  Harbor 

Mr.  Lowman.  They  even  went  so  far  at  one  time,  when  we  put  a 
crew  on,  as  to  interfere  with  the  engineer  as  to  the  pumping  in  the 
bilges  and  things  of  that  kind. 

Mr.  Hadley.  Was  that  after  the  boat  had  been  delivered  to  the 
building  department  here? 
Mr.  Lowman.  No. 

Mr.  Hadley.  Or  before  it  came  from  Grays  Harbor? 
Mr.  Lowman.  Before  it  came  around  it. 

They  several  times  asked  us  to  furnish  them  crews.    In  one  of  the 
letters  Capt.  Magee  said :  "  I  will  pay  for  the  crew ;  send  them  down 
for  us  to  bring  the  ship  around."    Afterwards  he  insisted  that  he 
should  not  pay  for  them,  but  his  letter  said  he  would  pay  for  them. 
Mr.  Kelley.  Did  he  pay  for  them  finally? 

Mr.  Lowman.  I  don't  know  whether  he  ever  did.  He  never  did 
while  I  was  there.    He  may  have  later. 

Our  captain  complained  very  bitterly  about  not  being  able  to  test 
the  pumps  at  all  because  every  time  when  he  would  go  down  there 
he  would  find  that  they  had  already  pumped  the  bilges  out  before 
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he  got  there,  notwithstanding  that  he  had  told  them  to  leave  them 
so  many  hours,  so  that  he  could  test  the  taking  of  the  water, 

Mr.  Hadley.  What  was  the  most  important  element  in  your  mind, 
in  the  final  decision  as  to  the  seaworthiness  of  these  vessels  before 
going  to  sea  ?  Was  it  the  question  of  what  the  department  or  Grov- 
ernment  was  to  pay  for  the  trial  trips  and  the  details  connected 
with  them,  or  a  fair  and  full  ascertainment  and  knowledge  of  the 
seaworthiAess  of  the  ship  and  its  fitness  for  the  sea? 

Mr.  LowMAN.  So  far  as  my  department  was  concerned,  I  was  con- 
cerned principally  about  who  was  to  stand  the  expense,  as  the  build- 
ing department  had  the  responsibility  entirely  as  to  whether  the  ship 
was  seaworthy  before  we  accepted  it,  and  I  looked  principally  to 
avoiding  paying  unnecessary  bills.  It  was  up  to  the  builders  topay 
them. 

Mr.  Hadley.  The  other  department,  however,  was  making  these 
tests  at  first  inside  the  inland  water  here? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  And  not  outside? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  And  subsequently  in  bringing  the  vessel  around  for 
further  equipment  and  delivery  here? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  Without  any  additional  trial  trip  ? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  Why  did  you  bring  up  the  subject  of  a  further  trial 
trip? 

Mr.  LowMAN.  I  think  the  department  in  Washington  or  the  San 
Francisco  office  brought  that  up,  because  of  having  so  much  diflS- 
culty.    That  came  to  me  every  day. 

Mr.  Hadley.  And  that  was  the  occasion 

Mr.  Lowman.  I  simply  passed  onto  them  that  that  must  be  done. 
I  simply  told  them  it  was  our  orders  not  to  accept  them,  to  load  any 
more  ships  until  they  had  a  trial  trip  outside. 

Mr.  Hadley.  Were  these  defective  ships  that  have  been  referred 
to,  sent  to  sea  before  or  after  these  trial  trips? 

Mr.  Lowman.  Before. 

Mr.  Hadley.  After  the  outside  trial  trips  were  adopted  and  made, 
did  you  learn  of  any  defective  ships  going  out? 

Mr.  Low^man.  I  think  none  after  that — ^not  serious ;  not  so  serious 
as  they  would  have  to  come  back.  We  had  one  ship  that  lost  her 
rudder,  go  down  at  Honolulu  with  a  cargo  of  coal,  and  she  rigged 
her  jury  rudder  and  went  on  to  Honolulu  that  way. 

Mr.  Kelley.  I  do  not  think  Mr.  Lowman  answered  directly  under 
what  conditions  the  trial  trip  is  made,  as  to  whether  the  ship  is 
loaded  or  not? 

Mr.  Lowman.  We  put  in  considerable  fuel,  to  try  to  give  her 
enough  load,  so  that  she  would  make  a  pretty  good  t^,  but  we  did 
not  put  actual  cargo  in. 

Mr.  Kelley.  An  unloaded  ship 

Mr.  Lowman.  Don't  get  a  full  test. 

Mr.  Kelley  (continuing).  Does  not  get  a  full  test? 

Mr.  Lowman.  Does  not  get  a  full  test  of  strain  at  all ;  no,  sir. 

Mr.  EiLLEY.  And,  of  course,  if  the  ship  were  not  completed  it 
would  not  be  any  test? 
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Mr.  LowMAN.  No. 

Mr.  Kelley.  To  make  a  trial  trip? 

Mr.  LowMAN.  Some  vessels  were  sent  down  with  coal  or  with  suf- 
ficient fuel  to  come  back  to  San  Francisco,  because  fuel  was  very 
limh  price  down  there,  and  to  get  any  fuel  at  all  you  would  have  to 
take  another  ship  and  send  it  down  there;  so  part  of  the  time  we 
'Would  have  enough  fuel  on  to  displace  cargo  enough,  to  have  fuel 
enough  to  come  back  to  San  Francisco.  In  tnat  case,  we  would  have 
siiflicient  to  test  them. 

Mr.  Kelley.  These  boats  that  came  around  from  Grays  Harbor 
would  have  just  enough  coal  on  board  to  get  around? 

Mr.  LowMAN.  Just  enough  coal  on  board  to  get  around. 

Mr.  Kelley.  They  would  not  have  any  load  at  all? 

Mr.  LowMAN.  No;  none  whatever. 

Mr.  Kelley.  And  no  Government  inspectors  at  all  might  be  on  the 
boat,  possibly,,  when  that  trip  around  was  made? 

Mr.  LowMAN.  I  do  not  know  whether  they  ever  were  or  not ;  they 
might  have  been,  though. 

Mr.  Kelley.  And  no  observations  would  be  made  as  to  the  speed 
which  she  was  malpng? 

Mr.  LowMAN.  No;  1  don't  think  there  was  any  intention  of  call- 
ing for  a  speed  trial  trip  at  all. 

Mr.  Kelley.  Do  you  Imow  whether  or  not,  after  you  received  that 
instruction  from  the  home  office,  and  they  communicated  it  to  your 
charter  people  and  also  to  the 

Mr.  Ix)WMAN.  Operators. 

Mr.  Kelley  (continuing).  The  operators  and  to  the  construction 
department,  whether  any  ships  were  received  from  Grays  Harbor 
after  that,  without  a  trial  trip? 

Mr.  LowMAN.  No ;  I  think  not.  I  think  they  all  got  a  trip  outside 
the  cape  after  that  independent  of  the  coming  around. 

Mr.^  Kelley.  They  objected  to  it? 

Mr.  LowMAN.  They  objected  to  it,  and  we  had  to  get  an  order  from 
Mr.  Piez  before  they  would  do  it.  The  operating  department  in 
Washington  had  to  get  Mr.  Piez  to  order  them  to  do  it.  They  ob- 
jected strenuously  to  doing  it. 

Mr.  Kelley.  And  the  Grays  Harbor  people  were  the  only  people 
of  all  these  shipbuilders  involved  in  that? 

Mr.  LowMAN.  They  were  the  only  ones  that  made  any  objection 
that  I  ever  heard  of. 

Mr.  Kelley.  Did  you  have  a  branch  office  at  Portland? 

Mr.  LowMAN.  No ;  the  office  in  Portland  was  a  separate  office. 

Mr.  Kelley.  Operating  under  the  office  at  San  Francisco  ? 

Mr.  LowMAN.  Yes ;  and  during  the  first  half  of  my  year,  when  I 
did  operate  the  Portland  district  with  this,  I  did  not  get  any  wooden 
ships.  The  wooden  ships  all  came  in  later.  I  was  only  getting 
wooden  ships  at  that  time. 

Mr.  Kelley.  Mr.  Blain  had  discretion  as  to  whether  he  would  send 
ships  to  you  or  to  the  Portland  office,  did  he? 

Mr.  LowMAN.  No;  I  think  not.  The  Portland  ships  were  all 
loaded  there  and  the  Seattle  ships  here. 

Mr.  Kelley.  You  said  the  Grays  Harbor  people  sometimes  sent 
ships  to  Portland  and  sometimes  here,  and  I  wondered  who  directed 
where  they  should  be  sent. 
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Mr.  LowMAN.  The  Grant.  Smith-Porter  people  have  two  yards, 
one  at  Portland  and  one  at  Aberdeen,  finishing  all  of  their  vessels  in 
Portland.  The  Grays  Harbor  Motor  people  finish  theirs  up  on  the 
sound. 

Mr.  Kellet.  So  they  would  come  here? 

Mr.  LowMAN.  Yes;  and  the  Grant,  Smith-Porter  ships  all  went 
to  Portland  and  all  were  loaded  from  there. 

Mr.  Kellet.  About  what  time  was  this  controversy? 

Mr.  LowMAN.  Oh,  it  was  along  in  the  latter  part  of  last  summer 
or  along  in  th§  fall. 

Mr.  Kellet.  In  September. 

Mr.  LowMAN.  From  September  on. 

Mr.  KetjiET.  1918  ? 

Mr.  LowMAN,  Yes,  sir. 

Mr.  Kellet.  That  is  about  the  time  that  Mr.  Piez  had  to  direct 

Mr.  LowMAN.  Yes. 

Mr.  Kellet  (continuing).  Mr.  Blain  and  Mr.  Mieigee  to  require  ibe 
trial  trips? 

Mr.  LowMAN.  To  require  the  trial  trips. 

Mr.  Kellet.  As  you  directed? 

Mr.  LowMAN.  Yes. 

Mr.  Kellet.  Of  the  Grays  Harbor  Motorship  Corporation? 

Mr.  LowMAN.  Of  the  Grays  Harbor  Motor  C!o. ;  yes. 

Mr.  Kellet.  That  is  all. 

The  Chairmak.  Have  you  any  questions,  Mr.  Foster? 

Mr.  Foster.  Then.  I  infer  from  your  testimony  that  in  your  judg- 
ment, as  a  result  ot  your  experience  with  Blain  and  Magee,  they 
showed  more  concern  for  the  welfare  of  the  Grays  Harbor  Motor- 
ship  Corporation  than  they  did  for  the  Government? 

Mr.  LowMAN.  Yes,  sir. 

Mr.  Foster.  That  is  all. 

Mr.  LowMAN.  That  was  my  experience  all  the  time. 

The  Chairman.  I  do  not  think  of  anything  further,  Mr.  Lowman. 

Mr.  Kellet.  How  many  ships  were  cleared  here  during  your  in- 
cumbency, Mr.  Lowman  ? 

Mr.  Lowman.  One  hundred  and  eighty-six  ships. 

Mr.  Kellet.  Now,  just  give  us  a  little  idea  of  what  was  in- 
volved  

Mr.  Lowman.  That  was  chartered  ships  as  well  as  new  ships. 

Mr.  Kellet  (continuing).  In  the  way  of  tonnage  and  business. 
.   Mr.  Lowman.  Probably  a  million  tons  or  over.    I  sent  over  300,- 
000  tons  of  tonnage  down  to  South  America  for  nitrates  from  this 
district — ^three  hundred  and  twenty  some  thousand  tons. 

Mr.  Kellet.  Where  did  you  get  your  officers  for  those  186  ships? 

Mr.  Lowman.  I  was  constantly  working  to  get  officers  throu^ 
the  recruiting  station  of  the  Shipping  Board  and  through  all  the 
unions,  and  &om  every  source  I  could  get  them,  and  we  even  paid 
the  men  to  come  back  if  they  would  come  back  and  sign  on  another 
ship.    We  would  pay  their  fare  back  from  New  York  when  they 

fot  around  there.  They  had  plenty  of  men  and  officers  around  there, 
ut  there  was  a  very  great  shortage  out  here.  So  for  every  man 
that  would  come  bacK  we  would  pay  his  fare  back  if  he  would  sign 
on  another  ship. 
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The  Chaibman.  Were  any  payments  made  to  the  wood  ship  yards 
for  overtime  work  which  were  in  excess  of  the  provisions  of  the 
Macy  award?- 

Mr.  Wentworth.  I  think  I  can  say  that  our  record  here  of  wages 
paid  in  excess  of  the  so-called  Macy  scale  was  practically  nothing. 
We  worked  very  hard  to  maintain  that  scale,  both  as  to  the  minimmn 
«nd  maximum  icale. 

The  Chairman.  Now,  subsequent  to  the  cancellation  or  suspen- 
sion of  contracts,  have  you  effected  any  settlement  with  the  con- 
tractors? 

Mr.  Wentworth.  Do  you  mean  final  settlement  with  the  con- 
tractors? 

The  Chairman.  Yes;  what  you  thought  was  final  at  the  time  it 
was  made. 

Mr.  Wentworth.  No;  we  have  not.  None  of  our  builders  have 
been  cleaned  up  with  in  a  filial  way.  We  have  made  certain  recom- 
mendations to  the  home  office  as  a  result  of  hearings  here  with  our 
local  board. 

The  Chairman.  What  machinery  have  you  here  for  effecting  these 
settlements,  Mr.  Wentworth  ?    Do  you  do  that  yourself,  or 

Mr.  Wentworth.  No,  sir.  I  appointed  here  what  we  call  a  local 
board  of  review.  It  is  composed  of  Mr.  Hall,  assistant  manager; 
Mr.  Hubbard,  our  executive  aide  in  construction  matters,  and  who 
was  formerly  our  traveling  hull  inspector ;  Mr.  Beckett,  counsel  for 
the  Fleet  Corporation  in  this  district ;  and  Mr.  Reed,  a  naval  archi- 
tect. The  builders  have  presented  their  claims  to  the  board,  and 
all  of  the  hearings  were  taken  down  in  shorthand,  so  that  there  would 
be  a  record  preserved,  and  discussion  had  of  all  pertinent  facts  bear- 
ing on  the  claims  of  the  builders,  their  arguments,  etc.  Those  were 
all  presented  in  each  case  for  each  hull  under  each  contract.  This 
board  then  took  these  matters  as  presented  by  the  builders,  took  the 
contracts  and  the  specifications,  and  they  endeavored  to  reach  a 
definite  conclusion  on  all  of  the  claims,  hewing  strictly  to  the  line 
of  the  contract  and  specifications. 

Do  I  make  myself  clear? 

The  Chairman.  Yes,  sir.  Now,  do  you  include  in  that  also  con- 
sideration of  the  inspectors'  reports  ? 

Mr.  Wentworth.  Everything  concerning  the  general  performance 
of  the  contract. 

The  Chairman.  This  board  of  review  would  report  to  you,  and 
you  would  make  up  your  recommendations  from  that  ? 

Mr.  Wentworth.  I  had  the  recommendations  and  findings  of  the 
board  submitted  to  me  and  approved  by  me. 

The  Chairman.  You  sent  it  to  Philadelphia? 

Mr.  Wentworth.  That  was  sent  to  the  home  office. 

The  Chairman.  I  believe  you  previously  stated  that  no  contractor 
has  finally  been  settled  with? 

Mr.  Wentworth.  It  is  my  understanding,  not. 

The  Chairman.  Did  you  have  any  delay  m  construction  work  here 
of  any  duration  owing  to  changes  ordered  by  the  home  office  in  the 
type  of  rudder  used  on  any  of  these  ships? 

Mr.  Wentworth.  Yes;  we  had  quite  a  considerable  delay  in  the 
first  part  of  the  year  owing  to  this  change  in  the  rudder. 

The  Chairman.  Was  that  change  recommended  by  you! 
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Mr.  Wentworth.  We  did  make  recommendations  here  which  were 
finally  adopted,  an  approved  plan  for  reinforced  rudder. 

The  Chairman.  After  you  had  made  recommendations  with  refer- 
ence to  the  change  in  the  rudder,  the  delay  was  terminated,  and 
your  recommendations  were  finally  adopted  as  to  the  type  of  rudder  I 

Mr.  Wentworth.  Well,  they  founa  that  they  were  having — I 
will  try  to  answer  this,  possibly,  a  little  more  indirectly  than  your 
Question  calls  for — ^they  found  the  rudder  was  not  entirely  satis- 
lactory,  and  they  were  trying  to  arrive  at  a  type  of  rudder  that 
would  stand  the  hard  wear  and  tear  better  than  tlie  type  of  rudder 
that  was  on  the  ^hips,  and  I  think  every  one  was  doing  his  best  to 
solve  the  problem.  The  construction  department  of  this  office  sub- 
mitted'a  aesign,  which  was  finally  approved  as  a  suitable  type  of 
rudder,  and  we  have  used  that  rudaer  in  this  district.  Pending 
the  decision,  or  while  they  were  trying  to  arrive  at  a  type  of  rudder 
that  answered  the  demands,  there  was  some  delay  before  the  final 
decision  was  arrived  at,  and  ships  were  held  up  pending  that  decision. 
As  soon  as  they  finally  arrived  at  a  solution  of  the  rudder  problem, 
we  were  authorized  to  go  ahead  and  install,  and  we  immediately 
took  up  the  work  again. 

The  Chairman.  The  rudder  that  was  changed  was  an  all  wood 
rudder,  was  it  not? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  And  your  change  was  to  a  combination,  wood 
and 

Mr.  Wentworth.  And  steel. 

The  Chairman.  And  steel  ? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  How  many  of  the  ships  launched  and  delivered 
from  this  district  had  the  all-wood  rudder? 

Mr.  Wentworth.  How  many  were  there? 

The  Chairman.  Yes. 

Mr.  Wentworth.  I  could  not  answer  offhand,  but  I  think  I  can 
furnish  you  with  that  data.    Can  we  not,  Mr.  Hall  ? 

Mr.  EUll.  Yes. 

The  Chairman.  If  there  were  some  equipped  with  the  all-wood 
rudder,  do  you  know  whether  any  trouble  has  arisen,  owing  to  the 
ships  having  the  all-wood  rudder,  in  this  district? 

Mr.  Wentworth.  As  I  recall,  we  have  two  or  three  of  our  ships 
that  had  trouble  with  the  all-wood  rudder.  I  think  I  can  also  fur- 
nish you  with  that  information,  if  you  so  desire. 

The  Chairman.  We  would  like  to  have  it. 

Now.  do  you  know  whether  there  has  been  any  trouble  with  ships 
which  nad  the  composition  rudder  ? 

Mr.  Wentsvorth.  Not  that  I  have  heard  of.    I  do  not. 

The  Chairman.  Do  you  recall  whether  there  was  any  delay  which 
arose  from  changes  in  specifications,  as  to  the  pipe  or  fittings  in  con- 
nection with  the  winches  installed  on  the  derrick  engines  on  the 
wood  ships? 

Mr.  Wentworth.  Nothing  that  I  recall,  of  any  importance,  or  that 
was  the  cause  of  any  serious  delay. 

The  Chairman.  Do  you  remember  whether  there  was  any  delay 
in  this  district  occasioned  by  the  requiring  that  these  connections 
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of  piping  to  the  derrick  and  winches  to  be  of  copper  rather  than  of 
some  other  material  ? 

Mr.  Wkntworth.  Xot  that  I  recall. 

The  Chairman.  Do  you  remember  whether  there  was  any  such 
change  as  that  ? 

Mr.  Wentworth.  I  do  not  think  so. 

The  Chairman.  You  do  not  think  there  was? 

Mr.  Wentworth.  Mr.  Hall  can  answer  that  question  better  than 
J,  because  he  was  closely  in  touch  with  the  construction. 

The  Chairman.  Did  you  have  anything  to  do  with  the  operation 
of  the  street  cars  here  to  Vancouver,  or  was  that  all  xmder  the  steel 
division  ? 

Mr.  Wentworth.  We  had  nothing  to  do  with  it. 

The  Chairman.  The  wood-ship  construction  division  shared  none 
of  the  expense  of  that,  if  there  was  any,  as  far  as  you  know? 

Mr.  Wentworth.  I  do  not  think  any  of  it  was  charged  to  our 
division. 

The  Chairman.  You  had  some  of  what  are  known  as  cost-plus 
contracts  in  this  district,  Mr.  Wentworth? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  Now,  for  the  purpose  of  the  record,  cost-plus  con- 
tracts, such  as  were  awarded  in  this  district,  were  contracts  pro- 
viding for  the  cost  of  construction  plus  a  fixed  fee? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  Were  there  any  contracts  awarded  providing  for 
the  payment  of  cost  of  construction  plus  a  certain  percentage? 

Mr.  Wentworth.  No,  sir. 

The  Chairman.  Were  there  any  wood  ships  delivered  from  this 
district  without  classification  by  the  American  Bureau  of  Shipping? 

Mr.  Wentworth.  No,  sir. 

The  Chairman.  Were  there  any  wood  ships  delivered  from  this 
district  which  later  developed  defects,  outside  of  the  diflSculty  with 
the  rudder — defects  resulting  from  improper  methods  used  in  con- 
struction or  building,  such  as  defective  treenails  or  faulty  calking, 
loose  joiner  work,  and  matters  of  that  sort,  as  far  as  you  know  ? 

Mr.  Wentworth.  I  think  I  can  say  without  reservation  that,  so 
far  as  I  know,  or  so  far  as  I  can  recall,  the  defects  that  developed 
in  our  ships  here,  or  the  ships  in  this  district,  were  practically  all 
so-called  engine-room  troubles,  boiler  or  minor  defects. 

The  Chairman.  You  did  not  have  any  ships  go  out  from  this 
district  that  had  to  be  abandoned  at  sea  ? 

Mr.  Wentworth.  No. 

The  Chairman.  Because  of  leakage  or  other  defects  ? 

Mr.  Wentworth.  We  had  one  blowup  by  the  striking  of  light- 
ning over  in  the  Pacific ;  yes. 

The  Chairman.  But  I  mean  those  that  had  to  be  abandoned  be- 
cause they  were  leaking  so  badly  that  the  pumps  would  not  work, 
or  anything  of  that  sort? 

Mr.  Wentworth.  No,  sir ;  not  that  I  know  of. 

The  Chairman.  You  say  you  had  one  ship  that  was  struck  by 
lightning  ? 

Mr.  Wentworth.  Yes,  sir;  a  cargo  of  gasoline  on  deck.  The  ship 
burned  up. 
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The  Chairman.  When  did  that  happen  ? 

Mr.  Wentworth.  Oh,  about  September  or  October,  1918,  I  should 
say. 

The  Chairman.  Did  you  have  a  great  amount  of  oakum  rejected 
that  was  to  be  used  in  this  district  ? 

Mr.  Wentworth.  We  rejected,  as  I  recall,  some  oakum  of  a  brand 
that  we  would  not  approve.  Our  construction  department  was 
pretty  particular  about  the  quality  of  the  oakum,  and  I  think  pos- 
sibly some  of  our  builders  felt  that  we  were  a  little  bit  too  strict. 
I  recall  only  one  case,  and  that  was  at  the  Coast  ShipbuUding  Yard^ 
where  we  really  had  to  come  right  out  and  say  that  the  oakum  could 
not  come  in.  That  was  not  the  fault  of  the  Coast  vard,  because,  as 
I  recall — and  if  I  am  wrong,  I  would  like  to  have  Mr.  Hall  set  you 
gentlemen  right — ^it  was  a  orand  that  was  supposed  to  have  been 
approved  by  the  home  office. 

The  Chairman.  I  forgot  to  ask  you  at  the  outset,  Mr.  Wentworth^ 
whether  you  had  any  connection  with  shipbuilding  construction 
prior  to  your  being  made  district  supervisor  ? 

Mr.  Wej^worth.  No,  sir;  I  am  a  lumberman. 

The  Chairman.  You  are  a  lumberman? 

Mr.  Wentworth.  Yes;  lumber  manufacturer. 

The  Chairman.  In  this  region? 

Mr.  Wentworth.  Yes,  sir ;  in  Portland — ^the  Portland  Lumber  Co- 

The  Chairman.  You  say  that  some  of  the  ships,  after  delivery, 
developed  engine  trouble  and  things  of  that  sort;  w.ere  the  engines, 
the  machinery  and  boilers  which  were  installed  in  those  ships  de- 
livered or  furnished  by  the  Fleet  Corporation,  or  were  they  fur- 
nished bv  the  builders  themselves? 

Mr.  Wentworth.  On  our  hull  contracts  only — ^that  is,  where  the 
builder  had  a  contract  for  the  bare  hull — ^the  equipment,  machinery, 
fittings,  etc.,  were  furnished  by  the  Emergency  Fleet  Corporation 
itself,  and  the  builder  furnished  nothing.  We  took  those  hulls  from 
the  yard  and  took  them  to  an  installing  plant  and  placed  the  ma- 
chinery into  the  hulls,  so  that  the  builder  had  nothing  to  do  except 
some  plumbing  and  a  few  minor  pipings  in  the  hull.  It  is  the  opin- 
ion of  our  force  here  in  this  office  that  the  major  part  of  the  trouble 
that  these  ships  encountered  when  they  went  to  sea  was  very  largely 
due  to  the  crews  that  were  placed  upon  these  ships.  T3iider  the 
pressure  to  get  men  and  the  lack  of  seamen,  competent  deep-sea 
nremen  and  engineers  and  engine-room  crews,  there  is  no  question 
in  our  minds  that  a  large  number  of  men  went  on  these  ships  thnt 
were  not  fully  competent  to  go  out  with  them.  It  was  not  a  matter 
that  we  criticized  anyone,  because  it  was  owing  to  conditions  that 
prevailed  during  the  war.  when  the  men  were  not  available  and  we 
had  not  a  trained  force  oi  deep-sea  men  for  those  ships. 

The  Chairman.  Did  you  have  a  trained  crew  to  make  the  trial 
trip? 

Mr.  Wentworth.  We  have.  We  have  what  we  call  the  trial-trip 
crew.    It  operates  from  this  office  and  makes  these  trial  trips. 

The  Chairman.  Therefore  the  same  crew  makes  the  trial  trip  for 
these  ships? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  That  is,  under  your  jurisdiction? 

Mr.  Wentworth.  Yes,  sir. 
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The  Chairman.  Now,  did  any  serious  defects  arise  in  the  boilers 
or  machinery  during  the  trial  trip  of  these  ships  which  were  dis- 
covered by  this  trial-trip  crew? 

Mr.  Wentworth.  If  any  d^ects  arise,  it  is  our  duty  and  our 
business,  Mr.  Walsh,  to  take  that  ship  back  and  make  it  right  before 
it  is  turned  over,  and  we  would  not  knowingly  turn  a  ship  loose — ^turn 
her  over — if  we  knew  of  any  defects  in  her.  When  we  first  began 
to  put  what  we  call  the  Emergency  Fleet  boiler  in  these  ships  there 
Tvere  some  adjustments  to  the  boiler  that  had  to  be  made,  and  there 
"were  some  troubles  on  that  account.  It  was  a  new  type  of  boiler 
for  this  class  of  work,  and  they  had  to  be  adjusted  and  the  bafflles 
worked  around  until  they  got  the  greatest  efficiency  out  of  them.  It 
'was  only  a  short  time  until  that  was  worked  out,  with  the  assistance 
of  the  home  office,  and  as  a  result  of  the  work  in  the  various  districts 
'we  finally  got  that  boiler  in  excellent  condition.  It  is  a  water-tube 
boiler.  A  great  many  of  these  men  that  were  operating  them  were 
not  familiar  with  that  type  of  boiler  for  vessels.  Unquestionably, 
some  of  the  early  troubles  came  from  lack  of  knowledge  of  operation 
of  that  type  of  boiler. 

The  Chairman.  Is  a  representative  of  the  American  Bureau  aboard 
when  the  ship  makes  her  trial  trip  ? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  And  when  she  has  her  dock  trial  also? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  Are  the  inspectors  of  the  boilers  and  engines 
which  are  installed  under  separate  contracts  in  wooden  hulls  con- 
structed in  this  district  under  your  supervision  also? 

Mr.  Wentworth.  Let  me  see  if  I  get  your  question.  The  inspectors 
of  the  engines  and  boilers? 

The  Chahiman.  Yes,  sir. 

Mr.  Wentworth.  Which  go  into  the  ships  in  this  district? 

The  Chairman.  Yes,  sir. 

Mr.  Wentworth.  Under  our  jurisdiction? 

The  Chairman.  Yes ;  which  are  placed  in  there  under  installation 
contracts,  so-called. 

Mr.  Wentworth.  Well,  the  boiler  is  originally  inspected  at  the 
plant  at  which  it  is  built,  and  it  passes  inspection  there. 

The  Chairman.  And  the  engine,  also  ? 

Mr.  Wentworth.  Yes,  sir ;  anA  they  come  to  us,  and  before  they 
go  into  the  ships  our  inspectors  go  over  these  boilers  and  engines 
with  the  installing  yard  or  shipyard,  and  if  any  defects  in  that  ma- 
chinery or  equipment  are  found  it  is  corrected  and  charged  back  to  the 
builder  by  us. 

The  Chairman.  Yes. 

Mr.  Wentworth.  In  other  words,  we  will  not  let  anything  go  in 
if  we  discover  anything  wrong  with  this  equipment,  without  recti- 
fying it,  and  then  we  always  endeavor  to  make  the  builder,  if  there 
is  real  delay  there,  stand  for  that  expense. 

The  Chairman.  Thev  are  built  and  assembled  and  come  here,  and 
before  they  are  put  in  the  ship  they  are  inspected  ? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  As  they  are  being  put  into  the  ship,  does  the  in- 
spector inspect  those  to  see  that  the  engines  are  on  the  bedplates  in 
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proper  manner,  and  that  the  boilers  are  trued  up,  or  whatever  they 
call  it,  and  the  connections  are  also  properly  inspected  as  they  are 
installed  ? 

Mr.  Wentworth.  Yes,  sir.  We  keep  a  corps  of  inspectors  at  each 
one  of  these  inspecting  yards  under  our  jurisdiction. 

The  CHAiRsrAN.  Those  inspectors  are  under  j'^our  jurisdiction  ? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  In  the  case  of  wood  ships? 

Mr.  Wentworth.  That  is  where  we  show  so  many  machinery  in- 
spectors, as  we  call  them,  as  against  hull  inspectors. 

The  Chairman.  How  many  inspectors  of  hull  construction  work 
do  you  have  for  a  single  ship  ? 

Mr.  Wentworth.  For  a  single  ship  ? 

The  Chairman.  Yes,  sir. 

Mr.  Wentworth.  Well,  there  is  one  man  on  that  hull — ^I  mean  oo 
the  machinery. 

The  Chairman.  No:  I  mean  just  the  hull  construction  work.  How 
many  inspectors  would  you  have  at  a  yard  which  was  building,  say, 
three  hulls  ?  How  many  inspectors  would  you  have  on  the  con^bruc- 
tion  work  of  the  hull?  I  mean  with  nothing  to  do  with  the  ma- 
chinery or  boilers,  but  just  the  hull.  If  you  had  a  yard  which  was 
constructing  three  hulls,  how  many  inspectors  would  there  be  on  a 
single  hull? 

Mr.  Wentworth.  Well,  if  you  will  allow  me,  I  will  take  the  yard 
that  we  visited  yesterday  afternoon — the  Coast  yard. 

The  Chairman.  Yes. 

Mr.  Wentworth.  We  had  there  one  head  hull  inspector — ^resid».t 
inspector.  He  was  there  all  the  time,  and  part  of  the  time  we  had 
another  man  with  him. 

The  Chairman.  They  had  five  ways  there,  had  they  not? 

Mr.  Wentworth.  Four  wavs.  We  would  have  one  headman  and 
one  assistant  there. 

The  Chairman.  Four  ways?        ^ 

Mr.  Wentworth.  Yes,  sir.  The  number  of  men  on  a  plant  de- 
pended very  largely  on — well,  entirely,  you  may  s>iy — on  the  num- 
ber of  ways  and  the  number  of  men  that  were  working  there  and  the 
skill  and  knowledge  of  the  builder  himself. 

The  Chairman.  How  manv  did  vou  have  at  the  Standifer  wood 
yard  over  at  Vancouver  on  hull  construction? 

Mr.  Wentworth.  Two  to  three  men. 

The  Chairman.  Two  to  three? 

Mr.  Wentworth.  Yes. 

The  Chairman.  Did  you  have  any  difficulties  in  any  of  the  wood 
yards  here  arising  from  defective  treenails? 

Mr.  Wentworth.  No ;  not  that  I  know  of,  that  amounted  to  any- 
thing.   We  had  a  lot  of  difficulty  getting  them  at  times. 

The  Chairman.  They  came  from  the  East,  did  they? 

Mr.  Wentworth.  They  came  from  the  East,  and  then  some  local 
people  started  up  to  get  out  treenails,  and  they  helped  us  consider- 
ably. We  used  our  best  eflForts  here  to  get  people  to  let  these  local 
trees  go,  and  we  had  quite  a  campaign  here  at  one  time  trying  to 
get  treenails  to  keep  ahead  of  the  game. 

The  Chairman.  What  kind  of  wood  was  that? 
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Mr.  WxiiTwoBTH.  Locust 

The  Chairman.  Does  locust  grow  out  here  t 

Mr.  Wentwobth.  Yes ;  not  yery  plentifully. 

The  Chaibman.  I  see. 

Mr.  Wextwobth.  We  had  to  go  and  get  some  man  here  and  some 
man  there  to  let  lis  have  a  few  trees.  It  was  more  of  a  war  sacrifice 
to  most  of  them. 

The  Chairman.  Have  you  now  or  haye  you  had  at  any  time  any 
^eat  amount  of  defective  treenails  as  the  result  of  rejections? 

Mr.  Wentwobth.  I  think  very  negligible. 

The  Chaibman.  Who  named  tne  sponsors  for  the  wood  hulls  which 
were  launched? 

Mr.  Wentwobth.  The  builden. 

The  Chaibman.  In  any  case,  were  the  sponsors  named  by  this 
office? 

Mr.  Wentwobth.  No,  sir. 

The  Chaibman.  Or  on  recommendations  by  this  office? 

Mr.  Wentwobth.  No,  sir. 

The  Chaibman.  And  did  you  order  any  gifts  presented  to  the 
sponsors  or  were  any  gifts  presented  to  them  with  ^our  knowledge 
and  consent  for  which  the  Fleet  Corporation  paid  in  this  district, 
outside  of  the  bouquets  and  floral  gifts  which  it  is  customary  for 
them  to  have? 

Mr.  Wentwobth.  On  a  lump-sum  contract  we  considered  that  we 
had  absolutely  no  connection  with  that.  It  was  up  to  the  builder 
as  part  of  his  construction  expense  to  do  whatever  he  saw  fit  in  the 
selection  of  the  sponsor,  and  he  could  give  them  flowers,  or  they 
could  go  without  flowefs.  We  were  entirely  out  of  that  and  had  no 
connection  with  it  whatever.  In  the  case  of  our  two  cost-plus  con- 
tractors— well,  take  Grant  Smith,  who  has  turned  out  more  boats 
than  any  other  man  in  this  district.  It  was  on  a  cost  plus  a  fixed  fee, 
and  we  did  not  allow  anv  sponsors'  fees  at  all  until  very  recently, 
when  they  presented  a  claim  and  presented  as  their  authority  for 
this  claim  an  order  from  the  home  office;  but,  as  I  recall  the  entire 
bill  of  the  Grant  Smith  Co.  on  82  or  35  ships  or  more,  they  averaged 
about  $20  a  hull— $20  a  ship,  I  would  say.  It  is  either  $20  or  $30, 
but  it  is  my  recollection  that  it  is  $20. 

The  Chaibman.  You  are  sure  it  was  not  $200  or  $300  a  ship? 

Mr.  Wentwobth.  Oh,  no ;  I  have  a  record  right  here  of  it. 

The  Chaibman.  And  the  character  of  those  expenses  were  deter- 
mined by  the  Grant  Smith  Corporation,  without  recommendation 
or  direction  by  you  ? 

Mr.  Wentwobth.  Yes;  it  was  only  a  few  flowers^  or  something 
like  that.  It  may  be  the  expense  of  taking  the  parties  down  there 
to  the  launching.    There  was  nothing  material  at  all. 

The  Chaibman.  Were  you  at  any  time  under  the  supervision  of 
the  district  at  Seattle  ? 

Mr.  Wentwobth.  Well;  this  would  not  be  under  the  supervision 
of  the  Seattle  district. 

The  Chaibman.  Wood  construction  work? 

Mr.  Wentworth.  Yes;  both  wood  and  steel,  from  the  inception 
of  the  building  program  here  until  the  district  was  divided  and  it 
was  placed  in  charge  of  this,  then  the  eleventh  district,  in  charge 
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of  wood,  and  since  that  time  we  have  been  entirely  independent  of 
the  Seattle  district. 

The  Chairman.  So,  when  you  first  came  into  the  work,  you  were 
under  the  jurisdiction  of  Seattle;  is  that  it? 
Mr.  Wentworth.  No,  sir ;  prior  to  my  coming. 
The  Chairman.  Prior  to  your  coming  in  ? 
Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  You  have  never  been  under  the  supervision  of 
the  Seattle  district? 
Mr.  Wentworth.  No,  sir. 

The  Chairman.  The  division  of  operations  of  these  wood  ships 
was  not  under  your  jurisdiction? 
Mr.  Wentworth.  No. 
The  Chairman.  In  this  district? 
Mr.  Wentworth.  Entirely  outside  of  our  jurisdiction. 
The  Chairman.  That  is  a  separate  organization? 
Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  And  when  a  ship  was  delivered  to  you  by  the 
builder  after  the  dock  trial  and  trial  trip,  and  accepted  by  jou  and 
you  turned  it  over  to  the  division  of  operations,  your  jurisdiction 
upon  that  ship  then  terminates,  unless  something  should  arise  which 
would  make  it  necessary  for  you  to  undertake  repairs  or  changes  or 
sometliing  of  that  sort  ? 

Mr.  Wentworth.  Well;  before  we  deliver  a  ship  to  the  operat- 
ing department,  the  division  of  operations,  their  inspectors  go  over 
the  ship  very  carefully.  Their  inspectors  are  present  on  the  trial 
trips,  also  a  representative  of  what  is  called  t]ie  performance  branch, 
whicii  represents  the  home  office,  and  he  is  supposed  to  be  a  direct 
representative  of  the  home  office.  Our  inspectors  are  present,  and 
the  American  Bureau  representatives  are  on  these  ships.  They  go 
over  these  ships  very,  very  carefully,  and  if  there  are  any  deficiencies 
on  the  ship,  notes  are  made,  and  before  the  division  of  operations 
will  accept  a  ship  from  us,  we  have  to  bring  those  deficiencies  up  to 
standard  and  rectify  them  before  they  wul  accept  the  ship.  So, 
unless  there  is  some  little  thing  or  deficiency  that  can  be  corrected 
on  the  voyage  by  the  engineer  department,  or  anything  like  that, 
but  if  there  is  anything  material,  we  will  rectii^j^  it  before  the  ship 
is  turned  over.  They  are  just  as  exacting  witn  us  as  if  we  were 
entirely  outside  of  any  connection  with  them  at  all.  They  could 
not  be  any  harder  upon  us  if  we  were  selling  the  ship  to  John  Jones. 
The  Chairman.  6ut  once  they  take  it  over  from  you,  after  these 
things  have  been  corrected,  if  necessary,  you  have  no  further  juris- 
diction over  the  vessel? 
Mr.  Wentworth.  Absolutely  none. 

The  Chairman.  Now,  do  you  get  any  reports  from  the  Division 
of  Operations,  or  from  the  home  office,  or  from  anybody  in  the  Fleet 
Corporation,  as  to  the  performances  of  that  ship  after  it  has  been 
turned  over  by  you? 

Mr.  Wentworth.  The  information   that  we    get    on    the    per- 
formance of  the  ship  comes  to  us  from  the  home  office  of  the  Fleet 
Corporation,  our  home  office,  not  the  Division  of  Operations,  but  the 
Construction  Division. 
The  Chahiman.  The  Construction  Division? 
Mr.  Wentworth.  Yes. 
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The  Chairman.  Do  you  recall  anv  reports  that  you  have  received 
from  the  Construction  Division  of  the  home  office  upon  ships  which 
have- been  constructed  in  this  district  under  your  supervision,  in 
which  the  performances  of  the  vessel  have  been  unsatisfactory? 

Mr.  Wentworth.  I  do  not  recall  any  particular  ship.  We  have 
had  ships  develop  certain  troubles,  which  might  or  might  not  be 
tenned  serious. 

The  Chairman.  This  rudder  trouble  that  I  spoke  of,  I  suppose,  is 
a  typical  case? 

Mr.  Wentworth.  Our  early  troubles,  as  I  said,  were  largely  on- 
the  rudder  and  this  fleet  boiler. 

The  Chairman.  Now,  are  there  any  matters  here  with  reference 
to  this  office,  Mr.  Wentworth,  as  to  which  I  have  not  inquired,  which 
you  desire  to  bring  to  the  committee's  attention — any  phases  of  the 
work  which  you  would  like  to  have  us  know  about,  or  any  con- 
troversies which  may  be  pending,  and  which  you  think  we  ought  to 
know  of?  ' 

Mr.  Wentworth.  Well,  I  think,  Mr.  Chairman,  that  we  have  had 
our  controversies — and  I  judge  you  refer  to  those  between  the 
builder  and  the  Fleet  Corporation — very  well  worked  out.  We  en- 
deavor as  much  as  possible  to  settle  these  matters  right  on  the  ground 
here,  and  we  have,  as  far  as  I  know,  nothing  of  serious  moment, 
except  to  get  the  wnole  thing  cleaned  up  and  get  the  builders  settled 

up. 

The  Chairman.  Are  you  in  a  general  way  familiar  with  shipping 
conditions  on  this  coast  and  the  needs  of  commerce  up  and  down  the 
Pacific  Coast? 

Mr.  Wentworth.  Yes ;  in  a  general  way.  I  have  been  in  the  lum- 
ber industry  here  for  18  years,  and  my  mill  is  a  water  shipping  mill, 
both  export  and  coastwise.  I  have  been  interested  in  some  coastwise 
vessels  myself. 

The  Chairman.  Would  you  care  to  express  an  opinion,  Mr.  Went- 
worth, to  the  committee,  as  to  whether  it  might  be  wise  for  the  Ship- 
Eing  Board  to  install^the  machinery  which  is  has  in  the  uncompleted 
ulls,  which  are  practically  ready  for  installation  of  machinery, 
rather  than  to  convert  those  hulls  into  barges,  having  in  view  the 
requirements  of  the  shipping  and  the  future  needs  of  the  shipping, 
as  you  view  it? 

lAr.  Wentworth.  Well,  I  personally  believe  that  we  should  finish 
up  these  ships,  and  I  so  told  our  home  office,  because  I  think  they 
will  get  more  out  of  them,  and  I  think  there, is  a  place  for  these 
ships.    That  is  entirely  a  matter  of  opinion. 

The  Chairman.  Yes.    Well 

Mr.  Wentworth.  And  mine  is  only  one  of  many. 

The  Chairman.  Yes;  I  was  simply  asking  for  your  opinion. 

Mr.  Wentworth.  Yes. 

The  Chairman.  I  think  that  is  all  I  have  to  ask. 

Mr.  Kelley,  have  you  any  questions? 

Mr.  Kellet.  You  have  had  some  contractors  who  constructed  hulls 
merely,  I  take  it  ? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  And  other  contractors  who  installed  the  machinery 

naerely  ?     . 

Mr.  Wentworth.  Yes,  sir. 
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Mr.  Kelley.  Then,  do  you  have  some  who  turn  over  to  you  a 
conipleted  ship? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  Now,  in  the  case  of  those  who  turn  over  to  you  a 
completed  ship,  do  you  have  one  contract  for  the  ship,  or  one  for 
the  hull  and  one  for  the  installation? 

Mr.  Wentworth.  The  Supple  &  Ballin  people  contract  with  the 
Fleet  Corporation  to  furnish  completed  vessels,  which  means  tfaul 
they  furnish  the  hull  and  machinery  and  install  the  machinery  and 
turn  it  over  as  a  finished  ship.  The  Peninsula  Shipbuilding  Ca 
contracted  to  furnish  completed  ships.  The  Grant  Smith-Porter 
Ship  Co.,  in  their  first  original  contract,  agreed  to  furnish  hull  and 
install  the  machinerv.  It  reallv  worked  out  eventually  as  a  finished 
ship  proposition.  The  Standi^r  Co.  had  both  huUs  and  machinery 
and  installation  in  their  first  contract;  in  other  words,  a  completed 
ship  for  so  many  dollars.  One  of  our  contracts  for  the  North  Port- 
land Yard  was  for  hulls  only,  and  two  out  of  three  contracts  at  the 
Vancouver  yard  are  for  the  completed  ship.  All  of  our  other  con- 
tracts were  for  completing  the  hulls  only.  The  Coast  Shipbuilding 
Co.  had  one  contract,  under  which  the  contractor  was  to  furnish  the 
hull  and  install  the  machinery  at  a  lump-sum  figure,  $375,000.  They 
had  one  contract  under  which  they  rurnished  the  hull  only^  and 
then  made  a  separate  contract  for  the  installation  of  the  machinery. 
We  have  two  installing  yards  in  this  district.  They  are  working  on 
our  regular  form  of  installing  contract. 

Mr.  Kelley.  Now,  in  the  case  of  a  contractor  agreeing  to  furnish 
the  completed  ship,  would  that  be  under  one  contract  lor  the  hull 
and  another  contract  for  the  installation,  or  would  it  be  just  one  con- 
tract for  the  completed  ship  ?  , 

Mr.  Wentworth.  One  contract  for  the  whole  ship  complete. 

Mr.  Kelley.  Now,  if  his  installation  plant  and  his  hull  plant 
were  practically  the  same  plant,  and  if  he  were  operating  under  two 
contracts  on  the  same  ship,  one  for  the  hulLand  one  for  the  in- 
stallation, might  not  there  be  some  danger  that  unless  close  inspec- 
tion were  carried  on,  some  of  the  work  for  extras  on  the  machinery 
might  be  transferred  to  extras  on  the  hull,  and  the  Government 
would  be  obliged  to  pay  the  bill  required  for  extras  which  were 
performed  on  the  machinery,  which  were  really  performed  on  the 
hull? 

Mr.  Wentworth.  Well;  such  a  thing  might  be  possible,  and  it 
could  be  done,  I  wiir  grant  you. 

Mr.  'Kelley.  But  in  your  district,  no  such  contract  as  that  was 
made,  wJiere  the  contractor  had  all  of  his  equipment  in  one  place 
for  installing  the  machinery  and  for  completing  the  hull?  You 
never  made  one  contract  for  the  hull  and  another  for  the  machinery, 
where  the  work  was  practically  all  done  in  the  same  yard? 

Mr.  Wentworth.  Well,  we  had,  yes,  situations  of  that  kind,  if  I 
understand 

Mr.  Kelley.  Perhaps  we  do  not  quite  understand  each  other.  I 
do  not  know. 

Mr.  A^'ENTWoRl'H.  I  do  not  know  as  I  have  just  vour  point,  Mr. 
Kelley. 

Mr.  Kelley.  Well,  suppose  that  Mr.  A  is  a  contractor  capable  of 
turning  out  a  completed  ship,  but  he  makes  a  contract  not  for  i 
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completed  ship,  but  he  makes  two  contracts,  one  for  a  hull  and  the 
other  for  the  installation  of  the  machinery. 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  And  then  turns  over  the  ship  in  that  way,  under  those 
two  contracts.  What  I  am  inquiring  about  is  whether  or  not  there 
would  be,  unless  the  inspection  was  very  carefully  carried  on,  a  great 
deal  of  danger  of  the  extras  from  one  being  transferred  to  the 
extras  on  the  other,  especially  where  the  hull  was  built  for  a  lump 
sum  ? 

Mr.  Wentworth.  Well,  as  I  said  before,  it  would  be  possible  for 
such  a  thing  to  happen. 

Mr.  Kelley.  Well,  it  wo\dd  take  more  inspectors  on  a  contract  of 
that  kind  to  keep  the  thing  strai«rht,  would  it  not? 

Mr.  Weki"vvorth.  It  would  take 

Mr.  Kelley.  If  the  contractor  were  at  all  inclined  to  do  a  thing  of 
that  sort. 

Mr.  Wentworth.  Yes.  That,  I  think,  is  the  secret  of  the  whole 
thing,  where  the  contractor  is  trying  to  put  something  over  on  you 
in  that  way. 

Wr.  Kelley.  But  if  he  were  trying  to  put  something  over  on  you 
in  that  way,  that  would  be  under  the  sort  of  contract  he  entered  into, 
would  it  not  ? 

Mr.  Wentworth.  Well,  I  have  never  seen  any  particular  evidence 
of  that  fact. 

Mr.  Kelley.  No  ;  I  am  not  saying  that  anybody  would  like  to  do  it. 

Mr.  Wentw^orth.  I  will  say  that  all  of  our  contractors,  we  think, 
have  played  the  game  right  squarely. 

Mr.  Keli^ey.  Is  not  that  sort  of  contract  susceptible  of  more  diffi- 
culty than  where  you  have  a  straight  contract  for  both,  under  those 
circumstances,  both  installation  and  hull? 

Mr.  Wentworth.  I  will  answer  that  in  this  way :  I  think  it  would 
be  much  better  if  our  contracts  were  uniform  in  each  yard.  It  would 
remove  entirely  that  question  that  you  have  in  your  mind. 

Mr.  Keixey.  Suppose  you  had  14  hulls  in  a  yard,  some  of  them 
in  the  water  and  some  on  the  ways,  and  in  the  general  course  of  con- 
struction, how  many  inspectors  would  you  say  ought  to  be  on  a  job 
of  that  kind  ? 

Mr.  Wentworth.  Oh,  we  would  have  four  or  five  on  that  job.  It 
depends,  as  I  said  before,  a  good  deal  on  the  knowledge  of  the  people 
that  are  doing  the  work. 

Mr.  Kelijsy.  Two  men  would  not  be  sufficient  to  watch  a  thing  of 
that  kind  ? 

Mr.  Wentworth.  They  might  be.  If  they  have  a  comi3etent  crew 
there:  the  work  of  your  inspectors  and  the  amount  of  digging  in 
they  have  to  do  depends  a  great  deal  upon  the  competency  of  the 
crew. 

Mr.  Kelley.  It  would  all  depend,  I  suppose,  on  the  competency 
of  the  inspector  ? 

Mr.  Wentworth.  Yes. 

Mr.  Kelley.  But  ordinarily  two  would  not  be  considered  enough, 
would  it? 

Mr.  Wentworth.  Well,  you  might  have  a  yard  that  could  go  right 
ahead  and  lay  that  work  out  and  carry  it  through  to  completion,  and 
they  would  do  it  better  or  just  as  well  as  the  inspectors. 
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Mr.  Kelley.  Where  the  contractor  has  shown  in  the  past  that 
everything  is  going  to  be  done  perfectly  on  the  square,  the  need  of 
inspectors,  of  course,  is  less? 

Mr.  Wentworth.  It  is  less ;  yes,  sir. 

Mr.  Keluey.  Did  you  have  any  wood  companies  that  have  failed 
during  the  progress  of  their  contracts  ? 

Mr.  Wentworth.  We  had  one. 

Mr.  Kelley.  How  did  you  handle  that,  Mr.  Wentworth  ? 

Mr.  Wentworth.  It  was  a  little  one-way  yard  at  Tillamook,  Oreg. 
It  was  only  one  way,  a  sort  of  community  proposition,  as  it  were.  The 
Feeney  &  Bremmer  Co.  started  there  and  got  some  local  backing. 
The  community  put  in  some  $15,000  to  $20,000  behind  it.  It  did 
not  give  it  as  much  money  as  it  should  have  had,  and  it  was  operated 
by  a  Mr.  James  Feeney,  who  was  the  head  of  the  company.  It 
started  out,  and  they  performed  very  satisfactorily,  but,  unfortu- 
nately for  their  own  concern,  the  Fleet  Corporation  and  everybody 
that  was  interested  in  it,  this  particular  man  got  so  that  he  was  n<^ 
paying  as  close  attention  to  his  Work  as  he  shoind,  and  was  neglecting 
it.  We  notified  them  that  they  must  change  their  ways  over  there,  or 
that  we  would  have  to  tjike  some  action.  Things  got  not  better,  and 
we  finally  put  Mr.  Feeney  out,  with  the  concurrence  of  the  other  peo- 
ple in  the  company,  and  put  the  construction  work  in  charge  of  our 
inspectors. 

Mr.  Kennedy  had  his  representative  in  the  auditing  department 
over  there,  his  comptroller  and  auditor,  and  the  money  was  disbursed 
through  this  office.    All  the  money  spent  went  to  pay  bills. 

Now,  we  have  not  settled  up  with  that  yard.  'They  have  certain 
claims  that  are  justly  allowable  to  them  lor  extras,  and  there  are 
other  allowances  properlv  due  them,  and  we  hope,  when  the  whole 
thing  is  washed  out,  it  will  come  pretty  nearly  paying  the  bills  of  the 
creditors  of  the  company,  and  turn  back  the  yard  with  what  little 
salvage  there  might  be  in  it.  The  stockholders  wiU  never  get  any- 
thing. We  firmly  believe  in  this  office  that  the  creditors  should  be 
paid.  It  may  cost  the  Fleet  Corporation  a  little  more  money  than  it 
should,  which  I  think  is  only  fair. 

Mr.  Kjelley.  You  did  not  have  any  yard  here  that  went  into  the 
hands  of  a  receiver  ? 

Mr.  Wentworth.  No,  sir.  That  is  not  a  receivership  we  were 
working  on. 

Mr.  Kelley.  You  simply  took  it  over  and  went  ahead  under  the 
direct  management  of  the  Fleet  Corporation  ? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  And,  of  course,  you  had  abundant  authority  to  do 

that? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  Did  you  consider  whether  or  not  any  other  course 
would  be  preferable  to  doing  that — a  receivership  or  anything  of  that 

sort? 

Mr.  Wentworth.  We  were  working  this  way :  We  had  a  proi)o.>i- 
tioii  worked  up  whereby  the  stockholders,  the  preferred  stock- 
holders— ^the  business  men  in  the  community  put  in  a  certain  amount 
of  money  for  preferied  stock — and  we  got  them  together  and  made 
a  proposition  to  them  that  they  put  in  some  additional  money  anJ 
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take  the  yard  back,  and  we  were  vei*y  hopeful  that  that  would  work 
out.  Along  came  the  armistice,  and  they  were  given  no  assurance  of 
further  contracts,  of  course,  and  thev  did  not  carry  it  out.  .  If  that 
had  been  done,  if  they  had  worked  along  there  for  another  year,  it 
probably  would  work  out  all  right. 

Mr.  IvELLEr.  Did  you  have  any  yards  where  they  became  em- 
barrassed financially,  do  you  know  ? 

Mr.  Wentw^orth.  Not  to  the  extent  of  having  to  take  any  drastic 
action  or  management,  or  anything  of  that  kind.  We  had  all  of 
them  "  hollering  "  for  money  pretty  hard. 

Mr.  KIelley.  And,  of  course,  you  being  their  only  customer,  I  sup- 
pose they  looked  to  you  to  supply  it? 

Mr.  Wentworth.  Yes;  they  wanted  everything,  and  they  were 
justly  entitled  to  everything  that  could  be  given  them,  within  the 
limits  of  their  contracts,  and  what  was  due  them. 

Mr.  Kelley.  Naturally,  when  the  plans  were  firet  drawn  for  the 
Ferris  type  of  ship,  they  were  drawn  under  considerable  stress? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  And  as  time  has  gone  on  and  experience  developed 
defects  here  and  there  changes  have  been  made  ? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  Do  you  know  how  many  changes  altogether  ? 

Mr.  Wentworth.  No;  but  they  were  very  numerous. 

Mr.  Kelley.  Hundreds  of  them.  Of  course,  some  of  them  were 
minor? 

Mr.  Wentworth.  Oh,  yes;  lots  of  them  were  simply  minor 
changes. 

Mr.  KiLLEY.  Somebody  said  about  300  changes. 

Mr.  Wentworth.  I  would  not  attempt  to  hazard  an  estimate ;  no. 

Mr.  Kelley.  It  does  not  matter  very  much,  because  no  more  were 
made  than  our  experience  warranted  should  be  made,  and  the  best  of 
engineers  can  not  anticipate  everything. 

Sir.  Wentwort.  No. 

Mr.  Kelley.  Now,  that  necessitated  a  good  many  claims  for 
extras  ? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Keli^y.  When  did  you  arrive  at  the  basis  for  allowing  claims 
for  extras  in  this  district? 

Mr.  Wentworth.  When  did  we  as  a  basis? 

Mr.  Kelley.  Yes. 

Mr.  WENTW'oirrH.  As  a  method  of  procedure? 

Mr.  Kelley.  A  method  of  procedure.  When  did  you  first  begin 
to  make  your  allowances  for  extras  and  what  uniform  practice  did 
you  follow? 

Mr.  Wentworth.  As  I  recall,  we  started  our  program  here  to 
consider  and  thrash  out  and  arrive  at  some  conclusion  on  these  mat- 
ters in  March  of  this  year,  and  we  are  still  working  on  it. 

Mr.  Kelley.  As  I  understand  it,  you  have  settled  most  of  your 
questions  as  to  extras? 

Mr.  Wentworth.  Yes;  the  construction  extras. 

Mr.  Kelley.  The  construction  extras? 

Mr.  Wentworth.  Yes.    I  think  there  are  a  few  yet. 

Mr.  Kelley.  Those  are  cases  that  are  in  dispute,  rather  than  those 
that  were  made  with  full  recognition  of  their  merit  ? 
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Mr.  Wentworth.  No  ;  there  are  some  that  have  been  set  up  later. 

Mr.  Kelley.  Where  they  appealed  from  your  decision? 

Mr.  Wentworth.  No;  where  we  have  set  them  up  ourselves.  In 
making  a  horizontal  comparison  in  this  yard  and  that  yard  and 
this  yard  of  certain  things,  we  feel  that  it  is  only  fair  that  they 
should  be  treated  with  uniiormity,  and  that  is  what  we  are  trying 
to  work  out. 

Mr.  Kelley.  The  same  basis  applied  to  extras  should  be  allowed 
inevervyard? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  At  that  time  you  thought  your  experience  indi- 
cated about  how  much  should  be  allowed  for  extras  on  each  ship 
in  every  yard  ? 

Mr..  Wentworth.  Yes.  You  go  through  these  yards,  and  you  set 
up  a  certain  amount  of  extras 

Mr.  Kelley.  Yes. 

Mr.  Wentworth.  And  you  go  through  the  others,  and  you  think 
you  have  cleaned  them  all  up;  when  you  make  a  comparison  of 
cost,  in  some  instances  we  have  found  that  a  yard,  while  it  may  not 
claim  for  that  extra,  in  our  judgment  it  is  justly  entitled  to  that 
extra,  because  it  has  been  considered  a  legitimate  extra  with  some 
other  yard ;  and  what  we  are  trying  to  do,  Mr.  Kelley,  is  to  as  closely 
as  possible  work  them  out  on  a  parity. 

Mr.  Kelley.  So  that  nobody  can  claim  that  another  contractor 
has  been  favored  ? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  KELLigiY.  Now,  you  got  that  pretty  well  all  cleared  up  on  a 
single  basis  several  weeks  ago  ? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  Has  there  been  any 

Mr.  Wentworth.  But  it  is  only  in  the  last  two  weeks,  I  might 
say,  that  we  have  gotten  around  to  where  we  could  make  this  com- 
parison. 

Mr.  Kelley.  Now,  has  there  been  any  attempt  on  anybody's  part 
to  distrub  those  settlements,  and  have  the  matter  of  extras  reopened 
in  this  district? 

Mr.  Wentworth.  Well,  we  have  got  two  buildei;s  back  at  the 
home  office.    What  they  are  doing  there,  I  don't  know. 

Mr.  Kelley.  Those  are  where  you  have  settled  them,  are  they  noti 

Mr.  Wentworth.  Well,  I  have  passed  those  recommendations  on 
to  the  home  office. 

Mr.  Kelley.  Well,  as  you  take  up  these  various  contracts  with 
the  contractors,  don't  you  have  a  consultation  and  reach  a  conclu- 
sion, to  which  they  agree  or  subscribe  to  here? 

Mr.  Wentworth.  Yes ;  they  are  pretty  well  agreed  on  it. 

Mr.  Kelley.  I  want  to  ask  you  now  if  any  of  those  that  have 
agreed  to  a  certain  settlement  have  since  thought  that  in  the  other 
districts  the  contractors  were  being  treated  more  generously,  and 
they  wanted  this  scaled  up,  where  you  have  made  a  settlement! 
Have  you  any  such  case  as  that? 

Mr.  Wentworth.  Well,  no :  I-  could  not  say  that  anybody  had 
come  right  out,  flat-footed,  Mr.  Kelley,  and  said  that  we  were  not 
giving  them  a  square  deal  here  as  compared  with  somebody  else. 

Mr.  Kelley.  Well,  just  what  is  there  to  that,  Mr.  Wentworth? 
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Mr.  Eellbt.  Those  ships  loaded  here  were  atontracts  which  have 
ivere  they  ?  ^lendatory  capacity  ? 

Mr.  LowMAN.  The  great  majority  of  them  etiat  question,  may  I 
[Europe  or  the  goods  went.    Toward  the  latter  e- 
to  New  York,  but  in  the  beginning  they  we^Liiwarded  would  it 
I  sent  all  those  piles  over  on  deck — 5,000  piles  on  dassed  upon  by  the 

Mr.  Eeulet.  Of  course,  you  were  in  a  hurry 
back,  so  they  could  make  another  trip?  ndations  by  this 

Mr.  LowMAN.  They  only  came  back  from  New'siiiere  the  con- 
think  I  ever  saw  3  ships  out  of  the  186  a  second  time.       ing  the  dis- 

Mr.  Eellet.  In  what  service  would  the  ships  go  over  them  of  the 

Mr.  LowMAN.  Back  and  forth,  carrying  freight  across  to"*  at  the 

Mr.  Ejblley.  That  is  all,  unless  you  have  any  other  inform^  on 
that  you  can  give  us  that  would  in  any  way  throw  light  on  the  coa 
doict  of  Mr.  flain  or  Mr.  Magee,  either  of  your  own  knowledge,  or 
tell  us  where  we  could  find  it 

Mr.  LowMAN.  I  do  not  know  of  any  more  that  I  could  tell  you, 
Mr.  Kelley.  -^ 

Mr.  Hadlet.  I  intended  to  ask  you  the  name  of  the  present  in- 
cumbent of  the  office  you  filled. 

Mr.  LowMAN.  Mr.  Burchard,  He  was  the  ag^nt  here  for  years 
of  the  Cosmos  Line  and  of  the  Hamburg- American  Line.  When  I 
was  appointed,  they  named  four  shipping  men  ag  my  assistants,  to 
whom  they  would  pay  a  salary,  and  I  could  havfe  him  as  my  helper. 

Mr.  Hadley.  Where  does  he  maintain  his  office  ? 

Mr.  LowMAN.  He  is  now  my  successor  in  the  Securities  Building. 

Mr.  Hadley.  The  offices  are  in  the  Securities  Building? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  Although  entirely  independent? 

Mr.  LowMAN.  Yes. 

Mr.  Hadley.  That  is  all. 

The  Chairman.  That  is  all,  Mr.  Lowman.  We  thank  you  very- 
much;  thank  you,  sir. 

(Whereupon,  at  11  o'clock  a.  m.,  the  committee  recessed  to  meet 
again  at  2.30  o'clock  p.  m.,  in  room  514,  Securities  Building,  Seattle, 
Wash.) 

AFTER  RECESS. 

The  committee  met  upon  the  expiration  of  the  recess,  at  2.30  o'clock 
p.  m.,  and  went  into  executive  session.  At  the  conclusion  of  the 
executive  session  the  committee  resimied  its  public  hearing,  and 
proceeded  as  follows: 

The  Chairman.  I  desire  to  have  the  following  statement  made  a 
part  of  the  record: 

The  Select  Committee  of  the  House  of  Representatives  which  has 
been  proceeding  with  an  inauiir  into  the  operations  of  the  United 
States  Shipping  Board  and  tne  Emergency  Fleet  Corporation  during 
the  past  week  has  determined  not  to  call  further  witnesses  in  Seattle 
at  this  time. 

This  decision  was  reached  after  a  careful  (V^ideration  of  the 
testimony  adduced  at  the  hearings  held  by  the  coinmittee  in  Seattle, 
together  with  a  review  of  other  evidence  and  infoimation  received  by 
the  committee  from  reliable  sources. 
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Mr  Wentworth.  >i^vinced  that  further  examination  of  witnesses 
Mr  Keloiy.  Wli'*  Daig^^t  preclude  the  proper  discharge  of  duties 
Mr  Wentworth*'  officials  to  whose  attention  matters  of  serious 
making  a  horizontrected.    Under  the  rulings  of  law  as  understood 
this  yard  of  certai^B^^'^^^y  J^^^g*^^  result  from  testmiony  furnished 
should  be  treated  *r  voluntarily  or  under  subpcena   by  parties  in- 
to work  out.  v'hich  have  been  the  subject  of  the  committees 
Mr.  Kelmjy.  Tommittee  is  of  the  opinion  that  this  immunity 
in  every  yard^^^  ^^  ^^  results  from  appearance  before  a  committee 
Mr.  Wej^-*^^^^^^^^'^  ^^^^  ^^  ^^  conferred  under  the  provisions  of 
jyfj.]   ]p>iution  171. 
cated  ^-carings  of  this  committee  in  Seattle  therefore  stand  ad- 


t-jd. 


^Whereupon,  at  4  o'clock  p.  m.,  the  select  committee  adjourned.) 


Select.  Committee  on  United  States 

f  Shipping  Board  Operations, 

House  of  Representattoes, 
PciHland^  Oreg,^  Wednesday^  September  5,  1919. 

The  committee  mi^t  at  10  o'clock  a.  m.,  Hon.  Joseph  Walsh  (chair- 
man) presiding,  an-',  immediateljr  went  into  executive  session. 

At  the  conclusion  hi  its  executive  session,  at  11.48  a.  m.,  the  com- 
mittee then  proceeded  with  its  open  hearings,  as  follows: 

Present:  Hon.  Joseph  Walsh  (chairman),  Hon.  P.  H.  Kelley, 
Hon.  L.  H.  Hadley,  and  Hon.  I.  M.  Foster. 

TESTIMONY  OF  MB.  ILOTD  J.  WENTWOETH,  DISTBICT  MANA6EB 
IN  CHAEGE  WOOD-SHIP  CONSTEUCTION,  OEEOON  DISTSICT 
EMEEGENCT  FLEET  COEPOEATION,  POETLAND,  OEEO. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Will  you  give  us  your  full  name,  Mr.  Wentworth, 
please  ? 

Mr.  Wentworth.  Lloyd  J.  Wentworth. 

The  Chairman.  And  vour  residence  address? 

Mr.  Wentworth.  Portland,  Oreg. 

The  Chairman.  You  are  the  district  manager  in  charge  of  wood- 
ship  construction  for  the  Fleet  Corporation? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  In  this  district? 

Mr.  Wentworth.  What  is  known  as  the  Oregon  district. 

The  Chairman.  What  is  the  number  of  this  district? 

Mr.  Wentworth.  It  was  district  No.  11.  On  the  elimination  of 
numbers  they  called  it  the  Oregon  district. 

The  Chairman.  How  long  have  you  been  in  charge  of  this  dis- 
trict, Mr.  Wentworth? 

Mr.  Wentworth.  I  was  appointed  district  supervisor  and  took 
charge  the  1st  of  Japjiary,  1918,  and  was  later  appointed  as  district 
manager.    It  was  practically  a  change  in  name  only. 

The  Chairman,  ^t  any  time  have  you  had  anything  to  do  with 
steel  construction?   ^ 

Mr.  Wentworth.  j^o,  sir. 


SHIPPING  BOARD  OPERATIOlSrS^  729 

The  Chairman.  Have  you  had  to  pass  upon  cbntracts  which  have 
been  made  by  the  Fleet  Corporation  in  a  recommendatory  capacity  ? 

Mr.  Wentworth.  Just  what  do  you  mean  by  tjiat  question,  may  I 
ask,  Mr.  Walsh — in  what  way  ? 

The  Chairman.  Before  a  contract  would  be^warded  would  it 
be  necessary  for  you  to  recommend  before  being  passed  upon  by  the 
home  office? 

Mr.  Wentworth.  Yes;  in  most  cases  recommendations  by  this 
office  were  made  first.  There  were  some  instances  where  the  con- 
tracts were  awarded  by  the  home  office  without  consulting  the  dis- 
trict. The  original  contracts — at  the  very  early  inception  of  the 
Emergency  Fleet  program  all  of  the  contracts  were  awarded  at  the 
home  office,  before  there  was  a  field  organization  to  any  extent  on 
the  coast  here. 

The  Chairman.  Subsequent  to  your  coming  here  in  charge  of 
wood-ship  construction  were  any  contracts  awarded  at  the  home 
office  without  having  been  previously  recommended  by  you  ? 

Mr.  Wentworth.  I  think  in  all  cases  recommoadations  from  this 
office  were  on  file,  with  one  exception,  that  of  the*  Kieman  &  Kern 
contract,  which  recommendation  had  been  made  some  months  prior. 

The  Chairman.  How  large  a  force  of  inspectors  did  you  have 
here,  Mr.  Wentworth? 

Mr.  Wentworth.  I  could  not  answer  that  oflFha^d.  I  might  com- 
pile a  list  for  you  that  will  show. 

The  Chairman.  I  did  not  know  but  perhaps,  roughly  speaking, 
you  could  give  us  an  idea. 

Mr.  Wentworth.  If  you  will  pardon  me  just  a  minute  until  I 
can  get  a  sheet  in  here ;  I  have  the  totals  on  that. 

The  Chairman.  Yes,  sir. 

Mr.  Wentworth.  I  am  having  compiled  for  you,  Mr.  Walsh,  a 
detailed  list  of  the  names  of  all  the  inspectors  that  were  ever  on  the 
rolls  and  those  that  are  on  to-day. 

The  Chairman.  Yes,  sir. 

Mr.  Wentworth.  Our  total  peak  load,  as  you  might  term  it,  of 
inspectors  was  in  October,  1918,  when  we  had  54  inspectors,  and  36 
in  September,  1919. 

The  Chairman.  The  54  included  the  inspectors  on  the  wood-ship 
work  and  hulls,  and  aIso  the  machinery  that  was  being  installed  and 
equipment? 

Mr.  Wentworth.  Yes,  sir;  and  also  some  work  that  we  were 
doing  in  connection  with  the  inspection  of  machinery  and  equipment 
that  was  constructed  in  this  district,  which  was  later  turned  over  by 
the  supply  division  itself.    We  had  some  men  detailed  to  that  work. 

The  Chairman.  Was  the  hotel  project  in  Vancouver  the  result  of 
any  recommendations  made  by  you? 

Mr.  Wentworth.  No,  sir;  that  was  a  steel  proposition. 

The  Chairman.  Do  you  understand  that  the  accommodations  there 
at  the  hotel  at  Vancouver  were  only  for  the  men  working  in  the 
steel  yard  ? 

Mr.  Wentworth.  Well,  it  was  to  relieve  the  'vct.oje  situation  there 
at  the  Standifer  plant;  but  had  not  the  steel  yard;6een  put  in,  there 
would  not  have  been  the  necessity  of  the  housing  facilities  due  to  the 
enlarged  force  in  the  steel  yard. 
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The  Chairman.  But  the  workmen  in  the  wood  yard  there  were 
not  furnished  accommodations  at  the  hotel  ? 

Mr.  Wentworth,^!  could  not  answer  that.  I  suppose  the  facili- 
ties were  available  for  either  yard.  I  do  not  know,  but  that  would 
be  my  supposition  tfeere. 

The  Chairman.  And  the  same  as  to  the  cottages? 

Mr.  Wentworth.  I  suppose  so. 

The  Chairman.  And,  as  far  as  you  know,  that  was  handled  bj 
the  steel-construction  division  and  the  accommodations  were  pn- 
marily  intended  for  the  men  at  the  steel  yard? 

Mr.  Wentworth.  That  was  my  understanding.  This  office  never 
had  anything  to  do  with  the  housing  matter  over  there  at  Vancouver. 

The  Chairman.  Did  you  have  anything  to  do  with  recommending 
the  construction  of  a  restaurant  at  the  Columbia  River  yard? 

Mr.  Wentworth.  No,  sir. 

The  Chairman.  Or  the  floating  restaurant  at  the  Northwest  Steel 
Co.  ? 

Mr.  Wentwortht  No,  sir. 

The  Chairman.  'Have  you  had  any  difficulties  with  the  wood-ship 
yards  here  arising  out  of  disputes  between  the  contractors  and  vour 
inspectors? 

Mr.  Wentworth.  We  have  had  some  spats  with  them. 

The  Chairman.  ^T  mean  of  a  serious  nature. 

Mr.  Wentworth;-  Nothing  of  any  serious  importance.  We  have 
been  able  to  iron  them  out  and  go  down  on  the  ground,  and  Mr.  Hall 
would  go  down  to  the  inspectors  and  arrive  at  some  solution. 

The  Chairman.  No  serious  delay  resulted  as  the  result  of  any  of 
these  disputes  ? 

Mr.  Wentworth.  Not  that  I  know  of. 

The  Chairman.  Did  you  have  occasion  to  conduct  any  negotiations 
with  reference  to  the  wood-ship  construction  through  their  wood- 
ship  association,  the  Wood  Ship  Builders'  Association? 

Mr.  Wentworth.  We  have  in  this  territory,  or  did  have,  what  was 
known  as  the  Oregon  Wood  Ship  Builders'  Association,  which  was 
a  local  organization,  and  covered  the  yards  in  this  Oregon  district, 
the  Columbia  River  district,  and,  I  believe,  took  in  two  of  the  yards 
on  Coos  Bay.  On  two  or  three  occasions  Mr.  Hall  and  I  had  met  with 
the  Oregon  Wood  Builders'  Association,  and  have  discussed  matters 
pertaining  to  the  wood  program  and  ship  construction.  Our  nego- 
tiations concerning  material  things  for  the  individual  yards  were 
conducted  with  the  individual  yard  management. 

The  Chairman.  Did  you  have  any  delays  here  on  account  of 
strikes  or  labor  disputes? 

Mr.  Wentworth.  We  had  a  strike  in  September,  1917,  in  the  early 
stage  of  the  program,  which  was  ironed  out  by  the  Macy  Board, 
which  came  out  here  and  held  hearings,  and  which  finally  resulted  in 
the  so-called  Macy  wage  agreement. 

The  Chairman.  Has  that  been  followed  here  in  this  district  in 
wood-construction  work? 

Mr.  WENTWORT^ta^Yes. 

The  Chairman.  >ince? 

Mr.  Wentworth.;  Very  closely. 


r 
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Mr.  Wentwohth.  I  think  they  have  gone  over  these  matters- 


Mr.  E^ELLET.  Let  me  put  it  this  way :  Has  the  home  office  agreed 
upon  a  scale  of  settlement  for  extras  more  liberal  than  you  were  able 
to  effect  an  agreement  for  here? 
Mr.  Wentworth.  I  do  not  know. 

Mr.  KelIaEY.  Have  you  not  any  information  on  that  proposition, 
at  all  ? 

Mr.  Wentworth.  No. 

Mr.  Kelley.  Has  not  the  home  office  communicated  with  you  on 
the  subject  of  requests  for  extras? 

Mr.  Wentworth.  They  have  not  told  us  that  they  have  allowed 
any  of  these  claims  yet. 

Mr.  Kelley.  You  have  advanced  money  on  a  certain  basis  cover- 
ing the  claims  up  to  a  point  where  you  thought  it  was  a  reasonable 
allowance  ? 

Mr.  Wentworth.  They  authorized,  in  two  cases — in  the  case  of  the 
C^oast  Ship  Co.  they  authorized  a  certain  advance  there — and  Mr. 
Xennedy  informed  me  yesterday  afternoon,  as  he  was  going  down  to 
the  shipyards,  that  the  Sommarstrom  yard  had  been  made  a  certain 
advance,  that  certain  advances  were  to  be  made  to  the  Sommarstrom 
vard  on  account  of  agreements  there.  What  those  agreements  are 
1  have  not  been  advised. 

Mr.  Kelley.  My  underetanding  has  been  that  you  were  very  suc- 
cessful and  were  able  to  make  very  satisfactory  and  equitable  ar- 
rangements in  this  district  on  this  question  of  extras — perhaps  more 
so  than  in  some  other  districts — and  as  a  result  of  more  liberal  allow- 
ances in  the  other  districts,  some  of  your  contractors  have  since 
become  dissatisfied  with  the  settlements  which  vou  were  able  to 
make;  and  I  am  wondering  now  whether  I  have 'been  misinformed 
or  whether  that  is  true. 

Mr.  Wentworth.  I  could  not  say  that  that  is  true. 
Mr.  Beckett.  I  think  Mr.  Kelley  is  referring  to  that  $352,500 
proposition. 

Mr.  Wentworth.  I  can  answer,  if  that  is  what  you  are  getting  at. 
Mr.  Kelley.  All  right.    Thank  you  very  much.    I  wUl  adopt  th» 
question  of  Mr.  Beckett,  about  the  settlement  of  $352,500. 

Mr.  Wentworth.  In  1918,  about  August,  as  I  recall  it,  we  tried  to 
work  out  some  settlement  with  the  builders  of  hulls  only — not  com- 
pleted ships — ^that  would  wipe  out  and  do  away  with  the  necessity 
of  going  through  all  of  this  detail  of  allowing  so  much  for  this  extra 
and  so  much  for  that,  and  arrive  at  some  lump-sum  basis  that  was 
fair. 

Well,  about  September  we  arrived  at  an  agreement  locally  here 
with  the  builders  that  on  these  fii'st  contracts  with  these  six  hull 
builders,  six  different  concerns,  they  would  accept  as  full  compensa- 
tion a  settlement  of  $352,500.  They  made  that  as  a  formal  offer, 
and  we  submitted  it  to  the  home  office.  The  home  office  did  not 
decide  upon  the  matter  until  about  just  after  the  armistice,  and  when 
I  was  back  in  Philadelphia  they  instructed  me  then  to  close  up  with 
the  hull  builders. 

Well,  the  cancellation  order  had  just  come  out  canceling  some 
26  or  27  hulls  in  this  district.  I  notified  them  here,  and  when  I 
came  home* we  tried  to  get  this  signed  up  with  the  builders.  The 
builders  protested  against  executing  this  agreement  three  months 
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after  their  offer,  when  conditions  had  entirely  changed.  When  they 
made  the  offer,  it  was  with  the  understanding  and  expectation  that 
the  wood-ship  program  would  last  at  least  through  the  year  1919; 
no  one  expected  the  war  was  going  to  terminate  so  soon,  and  they 
figured  they  would  have  at  least  a  year's  work  after  1918. 

Well,  they  were  awfully  hard  pressed :  everybody  was  after  them. 
and  then  there  were  the  cancellation  ordere,  and  there  was  general 
uncertainty  as  to  what  was  going  to  happen  after  the  termination 
of  the  war,  and  they  wanted  money. 

They  finally,  at  our  request — that  is,  at  the  request  of  this  office 
of  Mr.  Beckett,  counsel,  and  Mr.  Hull,  Mr.  Fleming,  the  comp- 
troller, and  myself — at  our  request  they  signed  this  agreement,  with 
a  protest  against  closing  it  up  on  that  basis  under  the  changed 
conditions. 

Our  reason  for  that  was  tliat  we  wanted  to  get  some  relief  for 
these  contracts,  because  they  needed  reiidy  money  at  that  time. 

That  was  sent  in,  signed,  with  this  reservation,  accompanied  by 
a  letter  in  which  they  entered  a  reservation  of  protest,  and  we  were 
immediately  empowered  to  give  these  men  additional  mone\%  basing 
it  on  $352,500  as  against  $300,000  or  $315,000  or  $325,000,  or  what- 
ever it  may  have  been.  That  helped  them  out  in  a  financial  way  to 
a  certain  extent. 

The  builders  did  not  fully  appreciate  what  these  ships  were  really 
going  to  cost  them  at  that  time.  They  only  had  completed  a  few 
of  them,  and  they  had  not  gotten  all  their  cosi:s  in  really ;  and  while 
that  figure  of  $352,500  was  probablv  as  fair  a  figure  as  we  could 
arrive  at  at  that  time  it  was  arrived  at  on  the  part  of  the  builder 
with  the  thought  and  understanding  that  he  would  be  able  to  con- 
tinue his  work  and  by  the  increased  efficiency  of  his  organization 
he  would  be  able  to  make  on  his  new  contracts,  even  though  he  lost 
a  little  on  the  old  ones.  That  $352,500  was  a  settlement  that,  as  I 
said  before,  covered  labor,  the  additional  wage  scale,  some  extra*:, 
and  all  other  matters  pertaining  to  construction,  with  the  excepti<in 
of  the  under  water  fittings  and  possibly  one  or  two  other  exceptions. 

We  took  up  with  the  home  office  from  this  office  the  question  of 
reopening  that  $352,500  settlement  as  being  unfair  to  the  builders 
under  the  changed  conditions  and  asked  that  the  home  office  ask 
Mr.  Piez,  who  was  then  in  charge  as  administrative  officer  and  execu- 
tive head,  to  relieve  the  builders  of  the  settlement  made;  and  Mr. 
Piez  agreed  that  the  proper  thing  to  do  was  to  open  it  up  again  and 
reimburse  them  according  to  the  kind  of  record  shown. 

We  still  are  of  the  opinion  that  the  matter  should  be  settled  on 
this  new  basis  of  cost  of  construction. 

Mr.  Kelley.  But  you  do  not  know  whether  any  other  figure  has 
been  established  bv  the  home  office  as  a  reasonable  figure  in  place  of 
this  $352,500  ( 

Mr.  AVentworth.  No.  What  we  wish  to  establish  was  an  allow- 
ance for  extras,  for  the  actual  costs,  including  the  change  of  labor 
rates,  etc.,  and  other  claims,  general  claims,  that  they  had  in  there, 
and  reimburse  the  contractor  accordingly,  ignoring  entirely  this 
agreement. 

Mr.  Kelley.  Yes. 

Mr.  Wentworth.  Of  $352,500. 
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Mr.  Kelley.  Has  any  other  agreement  been  reached  at  the  home 
office  in  lieu  of  the  one  which  you  negotiated  ? 

Mr.  Wentworth.  Well,  they  have  assured  me  at  the  home  office 
that  the  $352,500  settlement  would  be  set  aside. 

Mr.  KELLEr.  And  what  would  be  put  in  its  place? 

Mr.  Wentworth.  The  actual  labor  reimbursement,  the  allowances 
for  construction  extras,  and  such  other  claims  as  were  legitimate 
<5laims,  other  than  construction  extras. 

Mr.  Kelley.  Have  you  been  settling  with  contractors  on  the  basis 
of  your  new  advices  from  the  home  office? 

Mr.  Wentworth.  No;  not  on  these  particular  contracts.  On  these 
pai-ticular  contracts,  we  have  not. 

Mr.  Kelley.  You  have  not  done  that  yet? 

Mr.  Wentavorth.  Because  Mr.  Kennedy  over  there  is  tied  hand 
a,nd  foot  by  the  $352,500  settlement.  Is  not  that  correct,  Mr. 
Kennedy  ? 

Mr.  Kennedy.  Yes. 

Mr.  Kelley.  Now,  pending  the  adjustment  of  the  whole  matter. 
have  you  paid  for  the  extras  up  to  the  point  of  your  agreement,  oi 
$352,500? 

Mr.  Wentworth.  Yes,  sir;  that  was  done  immediately. 

Mr.  Kelley.  That  was  done  immediately,  through  your  local 
auditor  here? 

Mr.  Wentworth.  Yes,  sir.  You  see,  the  auditing  department  is 
governed  by  the  contracts. 

Mr.  Kem^y.  But  Mr.  Kennedy  is  not  authorized  to  go  beyond  that 
agreement  by  the  auditor  at  the  home  office  yet? 

Mr.  Wentworth.  No,  sir. 

Mr.  Kelley.  And  that  is  all  the  diffilcultv  that  now  stands  in  the 
way  of  adjusting  the  contracts  on  the  new  basis? 

Mr.  Wentworth.  And  the  approval  of  the  home  office  of  the 
allowances. 

Mr.  Keixey.  Contract  by  contract? 

Mr.  Wentworth.  Yes,  sir.  That  restriction,  however,. Mr.  Kelley, 
as  to  the  limitation  of  $352,500  applies  only  to  the  specific  contract 
which  was  covered  by  that  settlement.  There  were  some  other  con- 
tracts with  the  builders  in  which  we  are  bound  by  that  particular 
settlement,  and  we  are  covering  construction  extras  here. 

Mr.  Kelley.  You  simply  try  to  get  a  reasonable  basis  or  some  sort 
of  a  measure  for  settling  them  all  at  $352,500? 

Mr.  Wentworth.  On  six  different  lump  contracts. 

Mr.  KJELLEY.  Now,  there  are  other  contracts  where  the  plan  wjis 
somewhat  different,  where  this  settlement  did  not  apply  ? 

Mr.  Wentworth.  There  are  some  builders  that  this  settlement  did 
not  apply  to. 

Mr.  Kelley.  I  think  possibly  you  had  better  let  us  have  a  list  of  the 
six  buildei;s,  if  you  will  prepare  that. 

Mr.  Wentworth.  A  list  of  the  six  builders   with   the  contract 

numbers  ? 

Mr.  Kelley.  Yes. 

The  Chairman.  We  will  stop  here  until  2.30  o'clock,  for  luncheon. 

(Whereupon,  at  1.10  p.  m.,  the  committee  took  a  recess  until  2.30 
o'clock  p.  m.) 
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AFTER    RECESS. 

The  committee  resumed  its  hearing  at  3  o'clock  p.  m. 

TESTIMONY  OF  MK.  LLOYD  J.  WENTWOETH— Ecsumed. 

The  Chairman.  Mr.  Kelley,  have  you  some  further  questions  ? 

Mr.  Kelley.  Were  you  quite  through,  Mr.  Wentworth,  with  the 
statement  regarding  the  settlement  for  extras? 

Mr.  Wentworth.  Why,  I  am  afraid,  Mr.  Kelley,  that  you  did  not 
get  a  full  understanding  of  what  these  findings  of  the  board  meant. 

Mr.  Kelley.  Yes. 

Mr.  Wentworth.  This  local  board,  and  I  brought  with  me  a  copy 
of  one  of  the  cases  to  show  you  the  form  it  was  in. 

Mr.  Kelley.  That  is  one  of  the  cases? 

Mr.  Wentworth.  This  is  one  of  the  cases,  and  I  thought  possibly 
I  could  amplify  it,  so  the  committee  would  have  a  better  under- 
standing. 

Mr.  Kelley.  Suppose  you  just  make  a  brief  statement,  showing 
your  method  of  reaching  a  settlenient  and  all  of  the  things  that  are 
taken  into  account. 

Mr.  Wentworth.  I  will  try  to  make  it  brief. 

The  findings  were  made  by  this  local  board  of  review  in  strict  con- 
formity with  the  contract  and  specifications.  In  other  words,  they 
made  a  strict  construction  of  the  contracts  and  made  their  findings 
in  accordance  with  the  contracts  and  specifications.  There  are  cer- 
tain claims  that  do  not  come  within  the  specifications  or  the  provi- 
sions of  the  contract.  That  local  board  brought  out  the  facts  in  the 
claims  as  best  they  could,  and  in  some  cases  made  certain  recom- 
mendations, and,  in  general,  left  the  matter,  as  I  term  it,  of  dollar 
claims  or  equity  claims  open  for  the  home  office  to  decide;  but  it  was 
the  understanding  that  those  matters  should  be  left  open  for  the 
home  office. 

In  considering  our  claims,  as  a  matter  of  justice  to  the  builder,  I 
will  say  very  frankly  that  if  only  our  recommendations  and  allow- 
ances are  made,  it  is  not  fair  to  the  builder  without  taking  into  con- 
sideration a  complete  report  of  the  equities  of  the  case. 

I  wanted  that  brought  out  particularly,  that  we  have  only  en- 
deavored to  take  a  strict  construction  of  the  contract,  and  if  that  is 
followed,  our  builders  will  not  be  given  all  that  they  are  entitled  to. 

The  final  disposition  of  claims  submitted  at  the  home  office  has  not 
yet  been  made,  as  I  told  you  this  morning,  or,  at  least,  we  have  not 
been  so  uniform.    Our  ideas  of  these  settlements  of  the  builders 

Mr.  Kelley.  Just  let  me  interrupt.  Are  you  talking  now  entirely 
about  the  ships,  or  are  you  talking  about  the  yards  and  ships  and 
everything  else  connected  with  the  building? 

Mr.  Wentworth.  I  am  talking  about  the  settlement  of  the  contract 
as  a  contract. 

Mr.  Kelley.  And  in  most  cases,  they  included  cases  of  the  dispo- 
sition of  yards,  I  suppose  ? 

Mr.  Wentworth.  Yes. 

Mr.  Kelley.  The  contracts  did  ? 

Mr.  Wentworth.  Yes. 

Mr.  KIelley.  And  your  reports  also  now  go  into  that  question? 
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Mr.  Wentworth.  Yes,  sir. 
^  Mr.  Keixey.  The  question  of  settling  for  the  ships  is  rather  a 
simple  question  as  compared  with  the  whole  settlement,  I  imagine. 

Mr.  WBNTW(»tTH.  Yes.  Construction  acts  are  more  or  less  well 
clefined. 

Mr.  Kellet.  Well,  you,  of  course,  have  not  had  any  instructions 
yet,  in  general,  as  to  the  equitable  items  which  you  claim  should  be 
«dded  to  the  findings  which  the  board  has  made  under  the  contract! 

Mr.  Wentworth.  No;  we  have  not.  It  was  that  point  that  I 
inranted  to  make  clear  to  you. 

Mr.  Kelley.  Yes;  give  me  an  example  of  just  what  you  mean  by 
&n  equitable  settlement  which  these  contractors  are  entitled  to  have, 
over  and  above  what  they  would  get  under  the  exact  terms  of  the 
contract. 

Mr.  Wentworth.  Well,  for  the  numerous  changes  and  some  ma- 
terial or  more  or  less  material  loss  of  time  due  to  these  changes  and 
the  rulings  of  the  American  Bureau  of  Shipping,  or  from  some 
change  made  in  our  own  home  office,  or  in  some  instances  here  at  the 
local  office. 

Mr.  Kelley.  While  the  contract  did  not  provide  for  those  things, 
yet  equitably  they  ought  to  be  reimbursed  in  a  way  not  contemplated, 
possibly,  by  the  contract? 

Mr.  Wentworth.  Yes.  It  is  a  very  difficult  matter  to  put  in  exact 
dollars  and  cents  value  on  some  of  those  losses. 

Mr.  Kelley.  Is  there  any  statement  which  you  can  make  which 
will  give  the  committee  something  of  an  idea  of  the  character  of 
these  additional  allowances  which  you  think  should  be  made  ? 

Mr.  Wentworth.  Well,  the  general  claims  for  efficiency,  or  loss 
of  efficiency,  and  the  builders  contend  that  they  should  be  given  con- 
sideration for  extra  expenses  due  to  changes  in  classification  of  their 
workmen.  For  instance,  the  contract  provides  that  the  changes  in 
wage  scales  should  be  taken  care  of,  but  it  does  not  specifically  pro- 
vide that  the  changes  in  classification — ^in  other  words,  if,  when  they 
started  to  build  these  ships,  they  had  15  classifications  of  their  em- 
ployees, and  they  end  up  with  65  classifications,  and  the  classifications 
all  tend  to  raise  the  general  level,  some  of  those  things  are  diffi- 
cult to  put  into  a  doUar-and-cent  value. 

Mr.  Kelley.  But  you  are  leaving  that,  as  a  matter  of  policy,  for 
the  home  office  to  work  out  and  instruct  you  as  to  what  you  should  do 
later  on  ? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kjjlley.  And  this  report  that  you  are  submitting  is  simply 
what  you  think  the  Government  is  obligated  to  pay  under  the  strict 
construction  of  the  contract? 

Mr.  Wentworth.  Yes.  We  have  advised  the  home  office  that  our 
records  should  be  taken  as  a  whole,  and  all  the  surrounding  facts 
and  the  li^ht  thrown  upon  the  whole  contract  should  be  taken  into 
consideration  in  settlement  with  the  builder. 

Mr.  Kelley.  When  you  sent  in  this  report,  what  was  the  next 
step? 

Mr.  Wentworth.  The  next  step — some  of  the  builders  have  gone 
down  to  thrash  that  out  with  the  home  office. 
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Mr.  Kjjlley.  Should  there  not  be  some  plan  wprked  out  which 
would  make  it  unnecessary  for  the  builders  to  go  from  Washington 
and  Oregon  to  Philadelphia  to  settle  these  matters? 

Mr.  Wentworth.  I  think  it  will  be  worked  out.  I  think  fibaallj  it 
will  be  settled  here  on  the  ground. 

Mr.  Keluet.  Some  of  the  larger  builders  might  gO  to  WashingtMi 
or  Philadelphia,  and  could  probably  stand  it  all  right,  while  it  might 
be  somewhat  of  a  burden  on  others  to  go  there. 

Mr.  Wentworth.  Yes. 

Mr.  Kelley.  I  understand  that  some  of  these  men  have  been  there 
for  two  or  three  or  four  months  in  some  cases,  trying  to  get  a  settle- 
ment of  their  claims,  or  six  months.  Have  you  any  knowledge  of 
that? 

Mr.  Wentworth.  I  have  no  knowledge  of  men  being  there  six 
months.  I  think  one  of  our  builders  has  been  there  now — well,  he 
got  there  about  the  4th  of  July,  and  he  has  not  returned  yet. 

Mr.  Kelley.  It  seems  as  though  the  matter  ought  to  be  worked 
out  on  some  uniform  basis,  and  then  referred  back  to  these  districts 
and  settlements  made,  without  putting  the  contractors  to  the  ex- 
pense of  going  to  Washington  or  Pmladelphia  to  have  properly 
audited  the  respective  claims  to  be  paid. 

Mr.  Wentworth.  Yes;  I  think  the  settlements  should  be  made 
here. 

.  Mr,  Kelley.  How  long  do  you  expect  this  is  going  to  hang  fire — 
the  settlement  of  these  claims?. 

Mr.  Wentworth.  I  really  think,  from  our  very  recent  ad\dces,  that 
things  are  going  to  move  taster. 

Mr.  Kelley.  \Vho  was  at  the  head  of  the  wood  division  in  Phila- 
delphia during  most  of  this  construction? 

Mr.  Wentworth.  Mr.  Heyworth,  of  Chicago,  was  made  the  head 
of  the  wood-ship  division,  late  in  1917. 

Mr.  Kei^ley.  When  did  he  leave  the  office  ? 

Mr.  Wentworth.  And  he  continued  until  a  long  about  January  of 
this  year. 

Mr.  Kelley.  And  who  has  been  in  charge  since  January  ? 

Mr.  Wentworth.  The  wood-ship  division  is  consolidated  with  the 
steel  ship,  under  the  ship-construction  division. 

Mr.  KjjLLEY.  And  Mr.  Piez 

Mr.  Wentworth.  And  Mr.  Cox  is  head  of  both  divisions,  with 
Mr.  Davis  in  charge  of  the  work  of  the  wood  ship  under  Mr.  Cox. 
In  other  words,  the  two  divisions  were  consolidated  into  one  as  the 
construction  division. 

Mr.  Kelley.  Is  Mr.  Davis  in  charge  down  there  yet? 

Mr.  Wentworth.  Yes;  he  is  still  there.  Mr.  Cox  is  not  there. 
Mr.  McAuliffe  is  head  of  the  construction  division  now. 

Mr.  Kelley.  And  has  Mr.  McAuliffe  resigned,  or  does  he  intend 
to  get  out  before  these  claims  are  paid  up  or  settled? 

Mr.  Wentworth.  I  have  only  rumors ;  that  is  all.  I  have  not  any 
definite  information  on  the  subject. 

Mr.  Kelley.  In  your  judgment,  it  would  be  rather  an  unfortunate 
policy,  would  it  not,  for  a  man  who  has  had  charge  of  this  work  at 
the  head  office  to  resign  and  shift  the  responsibility  to  others,  pos- 
siblv  a  new  man,  or  subordinates,  when  it  becomes  a  final  question  of 
settlement  with  these  business  men  all  over  the  United  Stotes? 
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Mr.  Wentworth.  Any  change  in  the  personnel  of  an  organization 
&nd  replacement  with  men  who  are  not  familiar  with  the  work  of 
'fchat  organization  and  what  has  gone  before,  makes  it  a  rather  diffir 
oult  matter  to  handle,  and  it  woula  be  unfortunate  to  have  an  entirely 
Jiiew  deal. 

Mr.  Kelley.  Has  there  been  any  great  distress  among  contractors 
in  this  district  due  to  protracted  delays,  unusual  delays,  in  getting 
things  through  at  the  home  office! 

Mr.  Wentworth.  May  I  ask  a  question? 

Mr.  Kelley.  Oh,  yes. 

Mr.  Wentworth.  Will  my  answer  be  published  in  the  newspapers? 
1  see  we  have  a  reporter  here. 

Mr.  Kelley.  Well,  I  will  ask  the  reporters,  if  they  are  here,  not  to. 
J  will  ask  the  chairman  about  that. 

The  Chairman.  Yes;  I  would  request  newspapers  not  to  publish 
the  reply. 

(The  newspaper  men  present  assented  to  the  request  of  the  chair- 
man.) 

Mr.  Wentworth.  Yes;  some  of  our  builders  have  been  very  hard 

Eut  for  money,  and  it  has  made  some  of  them  sweat  pretty  hard  to 
eep  their  creditors  satisfied.  We  have  gone  as  far  as  we  can  in 
helping  them  and  paying  them  up  as  much  as  we  could;  but  both 
the  home  office  and  ourselves  are  tied  more  or  less  by  the  limitations, 
until  some  final  settlement  is  arrived  at. 

Mr.  Kelley.  Now,  in  this  settlement  which  you  made  with  the  six 
contractors  that  you  spoke  of  before  lunch,  did  thev  make  that  set- 
tlement under  some  financial  stress,  some  of  them?  Were  they  so 
anxious  to  get  the  money  that  they  were  willing  to  sacrifice  some 
things? 

Mr.  Wentworth.  The  original  negotiations  were  not  under  those 
conditions^  Mr.  Kelley,  but  at  the  time  they  agreed  to  and  did  sign 
it  with  this  protest  against  accepting  it,  they  were  under  pressure, 
because  it  was  immediately  following  the  amustice,  and,  as  you  know, 
everything  was  more  or  less  upset;  cancellations  had  come  out  and 
had  Deen  published  broadcast,  that  the  wood-ship  program  was  over, 
and  there  was  more  or  less  pressure  put  upon  them  at  that  time, 
and  it  was  due  to  that  pressure  and  to  the  requests  of  Mr.  Hall,  Mr. 
Beckett,  Mr.  Fleming,  and  myself  that  they  went  through  on  that, 
that  thev  signed  it  at  that  time. 

Mr.  I^ELLEY.  How  much  did  you  say  was  involved  in  the  settle- 
m*ent  now  pending  from  this  district,  the  aggregate  of  the  claims? 

Mr.  Wentworth.*  All  the  claims? 

Mr.  Kelley.  Yes. 

Mr.  Wentworth.  That  would  be  pretty  hard  for  me  to  answer, 
for  the  reason  that  the  auditing  department  may  have  advanced  any 
recent  advances  here,  and  my  answer  would  be  entirely  misleading 
to  you.  In  any  event,  I  would  not  want  to  make  an  offhand  state- 
ment. If  you  want  me  to  give  you  a  statement  on  that,  after  figur- 
ing it  up,  i  will  be  glad  to  do  so.  After  talking  with  Mr.  Kennedy 
and  Mr.  Hall  I  can  give  you  some  fairly  definite  idea. 

Mr.  Kelley.  I  might  say  that  the  thing  I  had  in  mind  was  the 
unrest  and  disquietude  which  the  postponement  of  payments  pro- 
duces all  through  the  country  is  a  matter  of  considerable  importance, 
I  should  judge,  to  the  Government. 
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.   Mr.  Wentwokthl  Yes. 

Mr.  KsLLET.  And  personally  I  was  interested  to  know  how  mui^ 
the  claims  in  this  district  amoimt  to,  and  then  I  can  figure  from  other 
districts,  in  this  one  industry  alone,  the  aggregate. 

Mr.  Wentwobth.  Well,  1  can  give  you  a  fairly  good  ffitimate, 
but  I  would  not  like  to  give  it  offhand. 

Mr.  Keujbt.  I  think  the  committee  would  be  glad  to  have  you 
give  us  a  fairly  good  estimate  of  the  business  that  is  in  the  air. 

Mr.  Wentwobth.  Yes. 

Mr.  KELiiEr.  Between  the  Shipping  Board  and  the  contractors 
at  the  present  time,  or  as  of  the  date  when  you  can  get  the  figures. 

Mr.  Wentwobth.  Yes. 

Mr.  Kellet.  Now,  when  you  built  a  new  yard  or  made  a  con- 
tract with  a  man  who  did  not  have  any  yard,  and  you  had  to  build 
a  yard  for  him,  how  did  you  handle  that  expenditure? 

Mr.  Wentwobth.  When  a  man  did  not  have  money,  and  we  build 
the  yard  for  him? 

Mr.  Kellet.  Who  Dut  up  the  money  for  building  it? 

Mr.  Wentwobth.  6ur  builders  put  up  their  own  money. 

Mr.  Kelley.  You  did  not  have  any  case  where  the  Grovemment 
advanced  the  money  first  for  the  construction  of  the  yard  direct? 

Mr.  Wentwobth.  Under  our  contracts  we  were  not  allowed  to  put   i 
up  money  for  plant  construction,  and  I  do  not  think  we  have  any   | 
money  invested  in  plant,  except,  as  I  recall,  something  like  $12,000 
in  that  Feeney  &  Bremmer  yard  in  Tillamook  that  I  spoke  of  this 
morning. 

Mr.  Kelley.  Take  the  Standifer  wood  yard.  That  was  a  new 
yard  there,  was  it  not  ? 

Mr.  Wentwobth.  Yes,  sir. 

Mr.  Kelley.  Did  Mr.  Standifer  finance  the  yard  himself? 

Mr.  Wentwobth.  I  should  gualify  it  as  to  the  Standifer.  The 
Standifer  Co.  was  working  unaer  a  different  arrangement  from  the 
ordinary  lump-sum  contractor,  and  large  sums  of  money  were  ad- 
vanced there  on  plant  construction. 

Mr.  Kelley.  How  was  that  paid?    That  is  what  I  am  getting  at 

Mr.  Wentwobth.  Well,  in  the  first  place,  security  was  taken  on 
the  property,  to  be  worked  out  of  their  profits  on  the  ships,  I  sup- 
pose. 

Mr.  Keixey.  In  the  first  place,  you  probably  made  a  cpntract  with 
the  Standifer  Co.  to  advance  money  for  this  yard.  Now,  were  the 
payments  made  on  the  yard  as  the  yard  was  built,  or  was  the  mon^y 
all  advanced  out  of  which  he  could  build  the  yard? 

Mr.  Wentwobth.  The  money  was  advanced.  Any  moneys  that 
were  advanced  were  on  vouchers — approved,  audited,  and  checked— 
covering  work,  materials,  or  equipment. 

Mr.  Kelley.  That  he  would  perform 

Mr.  Wentwobth.  Yes,  sir ;  for  applying  on  contracts  or  purchase 
of  machinery  and  equipment;  that  is,  where  the  contract  provided 
that  payment  should  be  on  a  progressive  basis. 

Mr.  Kelijey.  And  no  money  would  be  paid  out  for  the  construc- 
tion of  the  yard  except  as  progress  payments  ? 

Mr.  Wentwobth.  There  has  got  to  be  something  represented  there 
by  work  performed,  equipment,  machinery,  etc. 
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^  Mr.  Kellkt.  Now,  I  have  in  mind  a  case  where  a  contractor  was 
given  a  lar^e  sum,  approximately  a  million  dollars,  at  Washington  or 
f^hiladelphia — I  have  forgotten  which — ^in  one  check,  before  he 
started  any  work  at  all  and  before  he  was  required  to  do  atiything 
except  obligate  to  that  amount.  Was  that  the  uniform  practice  in 
advancing  money,  so  far  as  you  know,  or  was  that  the  exception? 

Mr.  Wentworth.  Well,  I  think  that  must  have  been  rather  the 
exception. 

Mr.  KixLET.  He  was  simply  required  to  obligate  the  amount.  He 
could  go  out  and  contract  for  so  much  lumber  and  so  much  machinery, 
and  when  he  made  the  statement  that  he  had  obligated  the  amount 
he  was  given  a  check  covering  the  whole  thing.  What  I  am  asking  is, 
Do  vou  know  of  any  other  case  like  that  ? 

Mr.  Wentworth.  Since  my  connection  here  as  an  officer  of  the 
Fleet  Corporation,  in  this  district  our  instructions  have  been  very 
explicit  and  definite  that  we  could  not  and  must  not  advance  money 
on  plant,  and  we  have  endeavored  not  to. 

Mr.  Kelley.  Money  on  plant? 

Mr.  WE^rrwoRTTH.On  plant;  yes,  sir — for  plant. 

Mr.  KfiLLEY.  Well,  take  the  case  of  Mr.  Standifer.  How  did  he 
get  the- 

Mr.  Wentworth.  That  steel  yard? 

Mr.  Kelley.  Well,  the  wood  yard.  My  understanding  is  that  the 
Government  advanced  the  money  for  the  wood  yard. 

Mr.  Wentworth.  Yes.  The  wood  yard  was  started  before  my 
connection  here.  ^ 

Mr.  ICelley.  Well,  were  all  the  yards  here  built  before  you  came  in 
as  an  officer  here? 

Mr.  Wentworth.  Yes,  sir;  Math  one  exception,  and  they  never 
got  very  far.  That  was  the  Kieman  &  Kern  yard,  which  was 
started  under  my  administration. 

Mr.  Kelley.  Well,  will  you  tell  the  committee,  if  you  know,  how 
the  yards  were  financed  that  were  built  before  you  became  an  officer 
here? 

Mr.  Wentworth.  I  think  the  auditing  department  could  answer 
that  better  than  I  could.    Mr.  Kennedy  could  answer  that. 

Mr.  Kelley.  You  would  know  how  it  was  done,  from  your  knowl- 
edge of  the  office.  I  do  not  ask  for  the  sums  that  were  advanced  in 
each  case,  but  I  want  the  general  policy  under  which  these  yards 
were  constructed. 

Mr.  Wentworth.  Well,  the  general  policy  was  that  the  contractor 
had  to  furnish  the  money  for  his  own  plant. 

Mr.  Keuley.  Well,  I  understand  that;  but  in  some  cases,  where 
the  contractor  did  not  have  the  money,  the  Government  put  it  up 
for  him;  is  that  right? 

Mr.  Wentworth.  Yes. 

Mr.  Kelley.  Now,  in  those  cases,  just  how  was  it  done? 

Mr.  Wentworth.  Well,  that  was  an  arrangement  with  the  home 

office. 

Mr.  Kelley.  Mr.  Beckett  advises  that  no  mone3r  was  advanced  for 
the  wood  yards,  for  the  construction  of  the  yard  in  any  sudi  plant ; 
ts  that  your  imderstanding? 
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Mr.  Wentworth.  Well,  really  I  don't  know  how  much  money,  if 
any,  we  have  in  that  wood  yard. 

Mr.  Kelley.  But  the  auditor  will  know  all  about  it? 

Mr.  Wentworth.  Mr.  Kennedy  ou^t  to  know. 

Mr.  KEUiEY.  Probably  we  had  better  get  it  from  him  then. 

Nothing  has  been  aavanced  since  you  have  been  manager  for 
wood-yard  improvements  or  construction? 

Mr.  Wentworth.  We  authorized  some  improvements  on  their 
installing  plant,  under  my  jurisdiction,  for  the  equipping  of  their 
plant  and  the  putting  in  of  their  machinery.  That  was  on  vouchers 
approved  by  the  local  inspectors,  our  inspectors,  approved  by  the 
resident  auditor  from  the  auditing  department,  who  came  in  here, 
and  those  matters  had  to  be  passed  upon  before  the  payment  was 
made. 

Mr.  Ejblley.  A  man  could  not  come  in  and  be  awarded  a  contract 
for  so  much  machinery  and  so  much  lumber  and  get  the  money  to 
pay  for  it  before  it  was  delivered  on  the  ground? 

Mr.  Wentworth.  Not  without  some  specific  authorization,  and 
we  have  had  none  of  those  cases,  except  the  Standif er  yard.  I  gness 
in  the  cost  plus,  the  Grant  Smith,  that  is  another  matter.  You  are 
not  referring  to  those.    That  is  a  Government  yard. 

Mr.  Keixey.  Yes;  I  underetand.  - 

Mr.  Wentworth.  Owned  by  the  Government. 

Mr.  Kelley.  That  is  all  I  have. 

The  Chairman.  Mr.  Hadley? 

Mr.  Hadley.  You  say  the  Grant  Smith  yard  is  owned  by  the 
Government  ? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Hadley.  Did  they  build  it,  or  did  they  take  it  over! 

Mr.  Wentworth.  No;  it  was  built  by  and  with  Government 
funds.  It  was  merely  an  agency  of  the  Emergency  Fleet  Corpora- 
tion. 

Mr.  Hadley.  It  was  a  new  yard? 

Mr.  Wentworth.  It  was  a  new  yard,  started  in  1917. 

Mr.  Kelley.  Mr.  Hadley,  may  I  ask  Mr.  Wentworth  one  question 
there  ? 

Mr.  Hadley.  Yes. 

Mr.  Kelley.  I  think  you  are  in  the  lumber  business,  Mr.  Went- 
worth? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  What  has  been  the  average  price  that  you  have  had 
to  pay  for  ship  lumber  of  the  best  quality,  first  quality? 

Mr.  Wentworth.  The  first  price  was  on  the  Ferris  schedule,  $S5, 
and  that  was  authorized  as  a  fair  price  in  and  about  the  early  part 
of  June,  1917. 

Mr.  Kelley.  I  suppose  the  Government  fixed  the  price  of  lumber 
all  through  the  region  here? 

Mr.  "WENTWORTH.  Yes;  it  was  recognized  and  accepted  by  the 
Fleet  Corporation.  It  was  passed  upon  first  by  the  first  raw  ma- 
terials board  there,  and  then,  in  February,  1918,  as  I  recall,  the  price 
was  reestablished  on  a  $40  l)asis. 

Mr.  Kelley.  So  that  ever  since  you  have  been  here,  the  price  of 
lumber  has  been  fixed  by  somebody  entirely  outside  of  the  office  here? 

Mr.  Wentworth.  On,  yes. 
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Mr.  Kelley.  And  that  same  grade  of  lumber,  if  you  had  it  on 
hand  and  in  good  condition,  would  be  worth  how  much  now,  on  the 
market,  as  the  market  stanas  to-day? 

Mr.  Wentworth.  You  mean  the  same 

Mr.  Ejelley.  Yes;  your  $40  lumber,  if  it  had  been  kept  in  good 
condition  and  in  the  hands  of  the  Government  now,  what  would  it 
be  worth  per  thousand? 

Mr.  Wentavorth.  Well,  it  would  depend  entirely  on  the  needs  of 
the  purchaser. 

Mr.  Kelley.  I  know,  but  on  the  general  market.  You  are  in  the 
lumber  business,  and  probably  have  a  good  many  thousand  feet  of 
lumber  of  this  same  ^rade,  which  you  are  selling.  What  would  you 
expect  to  get  for  this  lumber  if  it  were  in  your  yard  instead  of 
in  the  (xovernment  yard,  or  at  one  of  these  plants  ? 

Mr.  Wentworth.  What  you  are  getting  at  is  what  this  ship 
i umber  is  worth  in  the  yards? 

Mr.  Kelley.  Exactly. 

Mr.  Wentworth.  Well,  it  is  rather  an  unknown  quantity;  so 
much  of  it  will  have  to  be  resawed  and  reworked,  and  there  will 
be  waste,  and  you  will  have  more  or  less  checking  and  defects,  due 
to  exposure  to  weather.  Oh,  I  would  not  care  for  it  very  much 
for  myself.  I  will  put  it  the  other  way  around.  They  asked  me 
what  they  should  take  for  that  lumber,  and  I  told  them  that  if  we 
could  get  $15  for  it  we  would  be  lucky. 

Mr.  Kelley.  How  much? 

Mr.  Wentworth.  Fifteen  dollars. 

Mr.  Kelley.  Have  you  got  anv  lumber  like  that  in  your  yard  that 
you  would  be  willing  to  sell  for  $15  ? 

Mr.  Wentworth.  No. 

Mr.  Kelley.  Why  should  the  Government  take  $15  for  it,  then  ? 

Mr.  Wentworth.  That  was  after  the  cancellation.  Lumber  has 
advanced  pretty  materially  since  that  time.  On  the  other  hand, 
lumber  on  hand,  this  ship  lumber,  has  deteriorated  to  a  considerable 
extent.  The  reason  that  that  material  is  not  worth  as  much  as  what 
we  term  staple  stock  is  that  it  is  sawed  for  a  special  purpose.  There 
are  flitches  with  it,  and  a  great  many  of  them  are  short  lengths,  but 
a  good  many  of  them  are  7,  8,  9,  10,  and  11  feet  long.  You  can  not 
resaw  those  flitches  and  make  very  good  merchantable  stock.  If  they 
get  to-day  $20  for  that  lumber 

Mr.  Ket.t.ey.  Has  the  Government  advertised  any  of  that  lumber, 
if  you  know  ? 

Mr.  Wentworth.  If  they  get  $20  for  it  to-day,  they  would  be 
making  a  pretty  good  sale,  in  my  opinion. 

Mr.  Kelley.  Has  the  Government  advertised  anv  lumber  for  sale 
that  you  know  of  ? 

Mr.  Wentworth.  Yes ;  they  have  advertised  all  of  this. 

Mr.  Kelley.  So  far  as  you  know,  has  the  Government  ever  had  any 
bids  for  lumber  ? 

Mr.  Wentworth.  Yes;  I  understand  they  had  for  parcels.  We 
tried  to  sell  a  little  parcel  of  lumber  over  in  Tillamock;  We  did  not 
succeed  very  well.  We  asked  for  bids  on  it,  and  did  not  get  a  bid 
on  it.  On  our  west  coast  the  cheapest  article  of  our  production  to- 
day is  fir  timber.  That  is  explained  easily.  It  was  brought  about 
by  the  fact  that  the  railroads  nave  not  been  buying  to  any  consider- 
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able  extent.  There  has  been  no  large  construction  in  industry, 
whereas  there  has  been  a  tremendous,  you  might- say,  development  of 
home  house  building  and  smaller  construction,  using  what  we  tenn 
the  yardstick  prices — stuff  that  we  sell  to  retail  lumber  dealers  in  the 
cities  of  the  country,  and  that  has  carried  a  tremendous  demand. 

Mr.  Kelley.  These  fine  long  timbers,  what  are  they  worth  per 
thousand,  the  fir  timbers  ? 

Mr.  Wentworth.  Well,  you  can  buy  timbers  to-day,  say,  12  by  12, 
32  feet  or  under — ^you  can  buy  fir  timbers  all  the  way,  depending  upon 
how  good  a  buyer  you  are,  and  getting  it  from  some  of  the  smaller 
concerns  that  have  no  facilities  for  manufacture — ^you  can  buy  fir 
timbers,  say,  32  feet  and  under,  for  $28  up  to  possibly  $30.  There 
is  a  wide  variation,  whereas,  for  2  by  4  by  16,  you  may  have  to  pav 
$30  or  $31  for  that.  . 

It  is  a  condition,  Mr.  Kelley,  that  we  have  never  had  before.  There 
is  an  exceedingly  large  demand  for  the  smaller  sizes  of  lumber  and 
practically  no  demand  for  the  larger  sizes.  Take  my  own  mill  down 
there.  It  is  making  2  by  4's,  2  by  6's,  and  ordinarily  we  carry  a  very 
large,  or  aim  to  carry  a  good  quantity  of  these  large  sizes  on  our 
books.  So  I  think  we  can  well  maintain  that  $15  to  $20  is  still  a  good 
price  for  that  stuff  where  it  is. 

Mr.  Kelley.  Now,  if  the  lumber  is  required  for  ship  construction 
by  some  concern,  would  that  make  any  difference  as  to  the  price 
where  it  would  not  be  saved  up  very  much? 

Mr.  Wentworth.  It  is  worth  more  to  a  shipbuilder  than  to  any- 
one else. 

Mr.  Kelley.  What  do  you  think  it  would  be  worth  to  the  ship- 
builder ? 

Mr.  Wentworth.  Well,  if  you  pve 

Mr.  Kelley.  That  is,  what  would  the  shipbuilder  have  to  pay  for 
it  if  he  bought  it  anywhere  else? 

Mr.  Wentworth.  Well,  if  he  went  into  the  ship  schedule,  a  new 
schedule  of  ship  construction  for  similar  grades,  he  would  have  to 
pay,  I  should  sav,  anywhere  from  $35  to  possibly  $40. 

Mr.  Kelley.  In  other  words,  if  there  was  a  shipbuilder  in  this 
vicinity  anywhere  who  wanted  to  buy  lumber  at  a  mill  anywhere, 
your  mill  or  any  other  mill,  of  this  grade,  it  would  cost  him  $36 
to  $40? 

Mr.  Wentworth.  Yes;  but  that  insures  this,  that  every  piece  of 
lumber,  or  you  may  say  practi'^.ally  every  piece  of  lumber,  that  he 
gets  from  your  mill,  you  selling  it  to  the  shipbuilder,  will  go  into 
his  ship.  It  is  not  buying  an  unknown  quantity.  It  is  a  schedule 
that  has  to  go  to  the  particular  ship  that  that  builder  is  building; 
whereas,  if  you  take  this  and  buy  it,  these  schedules  that  are  scat- 
tered around  in  these  shipyards,  it  may  not  apply  to  the  particalar 
type  of  ship  that  he  is  building,  and  he  will  have  to  rework  it  and 
remanufacture  it  and  get  this  to  fit. 

Mr.  Kelley.  Well,  if  he  bought  carefully,  having  in  mind  Us 
particular  needs,  and  did  not  have  to  take  the  whole  stock  of  any 
yard,  it  would  be  worth  considerably  more  then,  would  it  not? 

Mr.  Wentworth.  It  would  be  worth  more  for  any  man  to  go  in 
there  and  pick  out  just  what  he  wants,  rather  than  to  have  a  job 
lot  of  stun;  yes. 
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Mr.  Kellbt.  In  the  sale  of  lumber,  are  they  required  to  clean  up 
the  yard  and  take  everything  there  is,  or  do  the  dealers  go  in  there 
and  pick  out  what  the^  want) 

Mr.  Wjbntwohth.  It  is  my  understanding  that  this  lumber  was 
all  sold. 

Mr.  Kbllet.  All  the  lumber  in  the  yard? 

Mr.  Wentwokth.  On  the  Pacific  coast  yards  had  been  sold. 

Mr.  Kelley.  Do  you  remember  the  price ;  do  you  know  the  price  ? 

Mr.  Wentwobth.  It  is  my  understanding  that  it  was  sold  and 
deliyered  in  England  at  something  like  $69,  $70,  or  $71 ;  something 
around  there.    1  may  be  entirely  wrong  in  that,  but  I 

Mr.  Kelley.  I  think,  Mr.  Weutworth,  you  are  probably  in  error 
as  to  what  lumber  on  this  coast  was  being  sold  for. 

Mr.  Wentwobth.  Well,  tiiat  may  be. 

Mr.  Kelley.  Yes. 

Mr.  Wentwobth.  It  is  my  understanding  that  it  has  been  cleaned 
up  and  sold.  You  understand,  I  have  nothing  to  do  with  the  dispo- 
sition of  it. 

Mr.  E^ELLEY.  I  understand.  I  was  asking  these  questions  because 
I:  Knew  your  fine  standing  as  a.  lumber  merchant,^ and  with  some  view 
of  ascertaining  the  proper  relation  between  the  sale  of  this  lumber 
and  the  sale  of  lumber  from  private  yards  for  the  same  general  pur- 
pose, with  a  view  to  taking  care  of  the  price  the  Government  was 
getting. 

Mr.  Hadlby.  I  intended  to  ask  a  number  of  questions  *of  Mr. 
Wentworth  along  the  line  of  these  last  questions  about  the  price^ 
but  that  will  not  be  necessary  now,  except  that  I  intended  to  predi- 
cate my  questions  upon  this  basis,  having  regard  to  a  case  where  a 
man  is  willing  to  sell  lumber,  but  who  does  not  have  to  sell,  to  a  man 
who  wants  to  ouy,  but  does  not  have  to  buy,  and  they  meet  and  make 
a  bargain. 

Mr.  Wentwobth.  Yes. 

Mr.  Hadlby.  With  their  minds  in  that  condition,  then,  what  would 
you  say  would  be  a  fair  price  for  lumber  und^r  the  conditions 
stated  by  Mr.  Kelley?  Have  your  answers  to  his  questions  been 
predicated  upon  that  fundamental  basis?  Assuming  that  one  does 
not  have  to  sell  but  is  willing  to  sell,  and  the  buyer  does  not  have 
to  buy  but  is  willing  to  buy,  and  they  meet  and  talk  it  over  and  come 
to  an  agreement  of  sale;  under  those  circumstances,  would  your 
answers  to  the  questions  apply  ?  j- 

Mr.  Wentworth.  Of  course,  if  two  men  would  meet,  being  in  the 
position  where  they  do  not  have  to  buy  or  sell  makes  it  very  largely 
a  battle  between  a  good  buyer  and  a  good  salesman  as  to  the  out- 
come. Naturally,  they  are  both  going  to  drive  the  best  bargain  they 
can.  My  answers  to  Mr.  Kelley,  particularly  as  to  the  price  of  ship 
schedule,  if  the  builder  wants  to  purchase  a  ship  schedule  for  a  par- 
ticular boat,  have  been  based  upon  my  individual  ideas  of  the  value 
of  what  we  term  a  ship  schedule.  In  other  words,  it  is  what  I 
would  ask  for  a  schedule  if  a  builder  came  to  me.  The  question  of 
what  would  be  a  fair  value  for  this  lumber  to  the  Fleet  Corporation 
as  a  whole  is  also  my  personal  opinion,  based  upon  my  knowledge  of 
the  lumber,  its  location,  its  general  unsuitableness  for  certain  pur- 
poses,* at  least,  and  the  desire  to  get  rid  of  something  that  we  do  not 
want;  and  the  longer  the  Fleet  Corporation  holds  it,  the  worse  off 
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it  will  be.  So  I  still  stand  upon  my  statement  to  Mr.  Kelley  that  if 
we  had  been  able  to  sell  that  lumber  at  $15  where  it  stood  it  would 
have  been  the  best  thing  for  the  Fleet  Corporation,  in  my  judgment 

Mr.  Hadlet.  Now,  it  has  been  your  understanding  that  all  of  this 
lumber  of  the  coast  plant  has  been  sold  for  delivery  in  England  ? 
'  Mr.  Wentworth.  That  was  my  understanding;  yes. 

Mr.  H ADUST.  That  was  your  understanding  as  to  the  local  yards, 
was  it,  or  was  that  general  ? 

Mr.  Wentworth.  I  thought  they  cleaned  up  all  the  stock  on  the 
Pacific  coast  with  the  exception  of  some  few  two  or  three  lots  that 
I  had  thought  had  been  sold  previously  on  Puget  Sound. 

Mr.  Hadley.  You  imderstand  the  price  to  be  $69,  $70,  and  $71 
a  thousand,  delivered  in  England  ? 

Mr.  Wentworth.  Somewhere  around  there ;  yes. 

Mr.  Hadley.  Assuming  that  to  be  true — I  do  not  know  what  the 
fact  is — assuming  that  to  be  true,  for  our  information,  what  would 
that  make  the  value  of  the  lumber  here  on  the  ground? 

Mr.  Wentworth.  Well,  it  would  all  depend  on  the  rate  that  the 
Shipping  Board  made  on  the  vessels. 

Mr.  Hadley.  Well,  if  you  do  not  know  what  that  is,  we  wiU  take 
the  ordinary  operating  conditions  in  these  times,  as  you  doubtless 
know  them  as  a  lumberman.  What  ought  the  net  value  of  the  lumber, 
if  sold  here,  to  be? 

Mr.  '^entworth.  Well.  I  estimate  the  freight  from  the  Pacific 
coast  to  England  somewnere  around  $45,  which  from  $75  would 
leave  <around  $25  alongside  the  ship  here.  Some  of  this  lumber  will 
have  to  be  brought  along  ship  and  the  expense  would  come  out  of 
that.    To  move  this  as  a  whole,  it  would  cost  them  another  $5. 

Mr.  Hadley.  Say,  upon  the  basis  of  $69,  $70,  or  $71  delivered  in 
England,  you  would  estimate  under  ordinary  going  conditions  tiiat 
there  would  be  a  net  value  of  at  least  $20  per  thousand,  or  about  that  ? 

Mr.  Wentworth.  I  think  it  would  be  somewhere  around  that. 

Mr.  Hadley.  Taking  it  all  as  a  body  and  letting  it  go  at  once? 

Mr.  Wentworth.  igs]  that  is  taking  in  everything,  as  a  clean-up 
proposition. 

Mr.  Kelley.  If  the  Government  has  a  chance  to  sell  all  the  lumber 
on  the  Pacific  coast  to  England  at  $70  a  thousand,  you  think  that 
should  be  done? 

Mr.  Wentworth.  I  would  not  let  them  get  away,  not  if  I  got  the 
freight  at  $50  or  under. 

Mr.  Hadley.  You  estimate  that  that  would  be  about  a  fair  price, 
and  you  would  not  want  to  sell  it  under  that,  either,  would  you  ? 

Mr.  Wentworth.  No  ;  I  think  that  is  pretty  fair. 

Mr.  Hadley.  We  are  trying  to  get  this  information  from  you  as 
a  lumberman,  and  I  think  we  have  that  covered. 

Now,  about  the  uncompleted  hulls  that  you  speak  of,  how  many 
uncompleted  hulls  in  the  district  are  there,  if  you  know,  in  which 
installation  was  not  complete? 

Mr.  Wentworth.  I  would  like  to  take  this  opportunity  of  con- 
forming to  Mr.  Walsh's  request,  and  file  this  statement  of  tiie 
status  of  our  contracts,  deliveries,  etc.    Pardon  me,  Mr.  Hadley. 

Mr,  Hadley.  Yes;  certainly. 

Mr.  Wentworth.  Here  is  the  statement  of  the  contracts  that  yon 
Av anted  this  morning. 
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^  Mr.  Hadlby.  I  referred  to  wood  hulls,  of  course.    Your  examina- 
tion is  with  reference  to  wood  hulls. 

Mr.  Wbntworth.  Wood,  entirely;  yes.    You  asked  me  to  limit 
it  to  that. 

(The  statement  as  submitted  by  the  witness  is  here  printed  in  full, 
as  follows:) 

Wood  Ship  Constbuction,  Oregon  District. 

Statistical  Department, 
Portland,  Oreg,,  September  5,  1919. 

Status  of  contracts  and  deliveries. 


Contractors. 


Coast  Co 

Sleimaii  &  Kern  Co 

Sopple-Ballin  Corpora- 
tion  

Pminsula  Co 

Grant  Smith-Porter. . . 

Standifer,  North  Port- 
land  

StandliBr,  Vanoouver. . 

St.  Helens  Co 

SoTOTnarrtrom  Co 

WUaonCo 

RodgersCo , 

HoEachem  Co 

Feeney  &  Bremer  Co. .. 

Total 


Contracts. 


12 

4 

12 
12 
34 

8 
18 

6 

8 
10 

8 
20 

2 


154 


1 
6 
2 
1 
3 
4 
9 
1 


8 


11 
12 
32 


LaunohingB. 


I 


I 

7| 
12 

4 

7 

7  , 

4 
11  i     14 

1         1 


8 

12 

6 

8 
8 
6 


38     116  1  127 


X 
F 


8        8 


11  11 

12  !    10 
34  I    32 


7 
12 
4 
7 
7 
4 
11 
1 


114 


Delivered. 


To 
Emer- 
gency 
Fleet 
Coipo- 
ration 
moor- 
ings. 


1 


6 

S 

m 


To  op- 
erating 
depart- 
ment. 


To  be  delivered. 


2 


1 
1 
1 
2 
3 


11 


1 
3 


1 
1 


OQ 


OQ 


6 


10 

6 

30 

2 
0 
1 
5 
3 
2 
8 


6 


6 


To 
Bmer* 

Corpo- 
ration 
moor- 
ings. 


n 


81 ;. 


10 

6 

32 

6 
9 


4 
2 

11 
1 


A 


94 


To  op- 
erating 
depart- 
ment. 


2 


1 
5 


3 
1 
1 
2 
2 


17 


1 


1 
7 


2 


2 
3 
1 
1 
3 
2 


22 


Summary — Existing  contracts. 


Ships 

Halls  only. 

Barges 

SaileTs 


Total. 


Total 
number. 


98 
9 
7 
2 


116 


Deliv- 
ered. 


81 
7 
6 


94 


To  be 
delivered. 


17 
2 
1 
2 


22 


AMgust  deliveries, 

Hull  No.  62,  Cahura,  Coast  Co Aug.   9, 1919 

Hull  No.  2194,  Dertona,  Supple-BalUn  Corporation Aug.  13, 1919 

Hull  No.  2196,  JDeta,  Supple-Ballln  Corporation Aug.  30, 1919 

Hull  No.  1097,  CorvaUiSy  Peninsula  Co Aug.  16,1919 

Hull  No.  17,  VmaHUa,  Standlfer-North  Portland Aug.  12, 1919 

Hull  No.  1096,  Braxton,  Peninsula  Co Aug.   6, 1919 

Hull  No.  1123,  Butte,  Standlfer-Vancouver Aug.  19, 1919 

Hull  No.  470,  Capines,  Rodgers  Co Aug.  25, 1919 

Hull  No.  2521,  Dertona,  Sommarstrom  Co Aug.  23, 1919 

HuH  No.  469,  Blue  Eagle,  Rodgers  Co Aug.  29, 191 9 
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Mr.  Hadley.  I  was  asking  you  if  you  know  how  many  uncom- 

Eleted  wood  hulls  there  are  in  this  district,  in  which  installation  has 
een  partially  made,  but  not  completed,  and  upon  which  installatioD 
has  been  suspended? 

Mr.  Wbntworth.  We  have  at  the  mooring  grounds  seven  huUs. 
We  have  six  barges,  which  have  been  converted  into  barges.  We 
have  yet  to  deliver  to  the  mooring  grounds  two  hulls,  in  which 
machinery  will  not  be  installed,  and  one  barge.  Answering  your 
question  direct,  that  would  make  nine  hulls  in  which  machinery  will 
not  be  installed,  and  seven  hulls  which  have  been  converted  into 
barges. 

Mr.  Hadlet.  What  is  the  type  of  the  hulls  in  which  machinery  is 
partially  installed? 

Mr.  Wbntworth.  I  think  those  are  all  Ferris  types. 

Mr.  Hall.  I^o  ;  there  are  some^  few  Hough  tvpe. 

Mr.  Wbntworth.  Do  you  recall  how  many? 

Mr.  Hall.  There  are  three. 

Mr.  Wbntworth.  Three  Hough  and  six  Ferris. 

Mr.  Hadijby.  What  is  the  capacity  of  the  Hough  type? 

Mr.  Wbntworth.  They  are  a  S,600-ton  dead  weight. 

Mr.  Ha^lbt.  And  the  Ferris  ist  what? 

Mr»  Wbntwobth.  Approirimately  the  same. 

Mr.  Hadley.  The  same  style  of  ship? 

Mr.  Wbntworth.  No  ;  they  are  a  different  type  of  ship. 

Mr.  Hadley.  In  what  respect  does  the  Hough  type  diner  from  the 
Ferris,  in  the  main  features? 

Mr.  Wbntworth.  Well ;  in  the  Hough  type,  you  have  an  entirely 
different  type  of  construction  than  the  Ferris  type.  It  is  a  type  de- 
signed by  Mr.  Hough  of  San  Francisco  at  the  very  start  of  the  pro- 
gram, and  it  was  built  in  this  district  and  in  the  San  Francisco  dis- 
trict only.  It  is  more  like  a  drygoods  box.  It  has  not  the  fine  lines 
of  the  Ferris  ship. 

Mr.  Hadlby.  Is  it  generally  regarded  as  equally  seaworthy  ? 

Mr.  Wbntworth.  It  was  a  new  typ>e  of  ship,  one  that  has  not  been 
demonstrated,  but  from  our  observation  and  record  of  the  perform- 
ance of  the  ships  that  we  have  turned  out,  it  has  proven  to  be  a  very 
good  ship. 

Mr.  Hadley.  About  what  percentage  of  completion  would  you 
estimate  the  average  of  these  nine  hulls  represent? 

Mr.  Wentworth.  May  I  ask  Mr.  Hall  a  question? 

Mr.  Hadley.  Yes,  certainly. 

Mr.  Wentworth.  Mr.  Hall,  did  you  hear  that  question  ? 

Mr.  Hall.  No  ;  I  did  not. 

Mr.  Wentworth.  What  average  percentage  of  completion  would 
these  nine  hulls  represent? 

Mr.  Hall.  Oh ;  possibly  as  hulls  only,  90  per  cent. 

Mr.  Wentworth.  An  average  of  90  per  cent? 

Mr.  Hall.  90  per  cent. 

Mr.  Wentworth.  Well,  say  85  to  90  per  cent. 

Mr.  Hadley.  And  in  the  case  of  the  barges — ^have  they  all  bewi 
converted  into  barges? 

Mr.  Wentworth.  Yes. 

Mr.  Hadley.  Are  they  completed? 
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Mr.  Wbntworth.  Yes;  they  are  ready,  as  far  as  we  can  go  with 
theixL 

Mr.  Haolet.  These  nine  hulls  and  seven  barges  are  at  the  common 
yard  which  you  call  the  mooring  ground  ? 

Mr.  Wbntworth.  Yes,  sir. 

Mr.  Haduet.  Where  is  that? 
.  Mr.  Wentwokth.  It  is  over  in  what  we  call  North  Portland — in 
this  country  over  here  [indicating],  over  toward  the  Standifer.    I 
would  be  glad  to  take  you  over  there  if  you  so  desire. 

Mr.  Hadley.  Are  these  vessels  that  you  referred  to  earlier  in  your 
testimony  such  as  you  would,  in  your  judgment,  recommend  be  com- 
pleted, and  those  that  would  not  be  completed,  would  you  recom- 
mend completion? 

Mr.  Wentworth.  Yes;  I  think  it  would  be  better. 

Mr.  Haduby.  Having  reference  to  the  cargo — demands  for  cargo 
space — ^you  feel  that  if  they  are  completed  they  woidd  find  a  gen- 
eral demand  for  them  where  it  would  be  practicable  to  use  them? 

Mr.  Wentworth.  That  is  my  judgment;  yes,  sir.  ♦ 

Mr.  Hadmsy.  They  are  not  lumber  carriers,  are  they? 

Mr.  Wentworth.  Not  very  good;  no. 

Mr.  Hadl£y.  Not  as  desirable  as  those  you  would  ordinarily  use? 

Mr.  Wentworth.  Not  on  the  Pacific  coast,  for  a  lumber  carrier, 
by  any  means. 

Mr.  Hadley.  Can  you  state  generally  in  what  classes  of  freight 
they  would  be  useful  and  practicable? 

Mr.  Wentworth.  Well,  merchandise  canring  of  any  kind. 

Mr.  Hadley.  Coastwise  or  foreiffli,  or  both? 

Mr.  Wentworth.  Well,  both.  They  are  rather  too  small  a  ship 
for  trans-Pacific  voyages.  Under  ordinary  circumstances  they  should 
be  worked  on  shorter  voyages,  because  you  have  to  carry  a  good- 
sized  crew,  which  nms  up  the  expense  as  compared  with  an  8,800-ton 
steel  ship. 

Mr.  Hadley.  They  would  be  all  right  coastwise,  for  the  Lake 
trade? 

-  Mr.  Wentwobth.  Yies.    You  can  not  carry  all  the  tonnage  in  large 
ships — in  10,000-ton  ships. 

Mr.  Hadley.  Do  you  Jtnow  whether  these  particular  vessels  have 
been  advertised  for  sale  or  not? 

Mr.  Wentworth.  Yes;  I  think  all  of  our  vessels,  including  the 
hulls  that  are  on  the  ways,  were  advertised.  Well,  I  know  they 
were,  absolutely.  They  were  advertised,  but,  as  far  as  I  faiow,  no 
bids  were  received  for  any  of  the  hulls  or  ships  on  the  ways  in  this 
district. 

Mr.  Hadley.  Was  any  price  specified,  or  was  there  any  limits  of 
price  between  which  those 

Mr.  Wentworth.  No  ;  they  ran  advertisements  here  in  the  papers 
and  all  over  the  country. 

Mr.  Hadley.  Have  tnere  been  any  private  sales  made  of  this  class 
of  vessel — incomplete  vessel — in  the  district? 

Mr.  Wentworth.  In  this  district? 

Mr.  Hadley.  Yes. 

Mr.  Wentworth.  No,  sir. 

Mr.  Hadley.  Where  do  you  make  the  trial  trips  of  the  completed 
vessels ;  on  the  river,  or  out  on  the  open  sea  ? 
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Mr.  Wentworth.  On  the  river  a  six-hour  trial  trip,  and  then  a 
loaded  trip  at  sea  after  they  get  the  cargo  in  them. 

Mr.  Hadley.  The  trial  trip  does  not  terminate  with  the  six-hour 
trip? 

Mr.  Wentworth.  No;  that  is  just  preliminary. 

Mr.  Hadley.  After  a  preliminary  trial  trip  on  the  river,  all  of  the 
vessels  are  taken  out  to  sea  to  get  a  final  trial  * 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Hadley.  What  are  the  conditions  under  which  the  final  test  is 
made  ?  I  mean  as  to  loading,  etc.  Do  you  load  them  more  than  you 
do  on  the  trial  on  the  river? 

Mr.  Wentworth.  Well,  the  trip  on  the  river  is  a  light  test. 

Mr.  Hadley.  Well,  I  wanted  to 

Mr.  Wentworth.  The  last  test,  the  real  trial-trip  test,  is  with  a 
load  of  cargo. 

Mr.  Hadley.  A  full  cargo? 

Mr.  Wentworth.  Yes. 

Mr.  .Hadley.  That  is  what  I  meant  by  the  conditions,  without 
specifying.  So  that  the  vessel,  before  acceptance,  under  such  a  trial 
is  given  a  full  test  by  carrying  a  full  cargo? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Hadley.  Have  there  been  any  of  the  wooden  vessels  that  have 
failed  upon  such  tests,  as  far  as  to  require  unloading  or  recalkiog,  or 
any  other  substantial  repair? 

Mr.  Wentworth.  Not  that  I  recall.  I  do  not  think  we  have  had 
any  in  this  district.    We  have  had,  however 

Mr.  Hadley.  What  has  been  the  general  result  after  being  in  service 
in  the  trade?  Have  they  been  proven  successful?  Have  the  wood 
ships  proven  successful  in  getting  around? 

Mr.  Wentworth.  Well,  our  ships  in  this  district  have,  I  think, 
made  a  very  good  performance  record,  and  the  American  Bureau  man 
in  New  York  was  kind  enough  to  tell  us  that  we  had  the  best  ship  of 
the  whole  Emergency  Fleet  Corporation,  of  all  the  districts;  but  they 
have  had  some  minor  troubles.  A  few  may  have  had  some  more 
material  troubles.  On  the  whole,  I  think  I  might  say  very  frankly 
that  our  ships  are  honestly  built  by  the  builders,  and  they  are  good 
ships.  There  is  nothing' to  be  ashamed  of  in  the  work  of  fliese 
builders. 

Mr.  Hadley.  As  to  the  concentration  yard,  as  far  as  the  materials 
from  the  wood  yards  are  concerned,  will  the  lumber  be  transferred 
there  if  not  sold,  and  all  the  machinery  ? 

Mr.  Wentt^'orth.  The  idea  of  the  concentration  yard  would  be  to 
move  machinery  in  there,  and  equipment  and  supplies,  but  I  do  not 
see  how  they  are  going  to  take  care  of  the  lumber  m  them. 

Mr.  Hadley.  If  the  lumber  is  not  housed  in  some  way,  I  presume 
it  would  deteriorate  materially? 

Mr.  Wentworth.  Yes;  it  will. 

Mr.  Hadley.  In  fact,  it  has  already  deteriorated  some  in  the  open  ? 

Mr.  Wentworth.  Yes. 

Mr.  Hadley.  That  necessarily  follows  in  the  case  of  lumber  of  this 
character? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Hadley.  That  is  all. 

The  Chahiman.  Mr.  Foster? 
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Mr.  Poster.  Mr.  Wentwoith.  have  you  detected  in  this  district  yet 
a  tendency  toward  buying  for  the  managers  Pierce  Arrows  or  other 
automobiles? 

Mr.  Wentworth.  I  am  still  driving  a  1912  car. 
Mr.  Foster.  I  take  it  that  is  a  good  answer.    That  is  all  I  have. 
The  Chairman.  Mr.  Wentworth,  what  other  elements  besides  the 
unusual  lengths  of  the  liunber  and  the  character  of  it,  enter  into  your 
judgment  in  expressing  the  opinion  that  from  $15  to  $20  a  thousand 
was  a  good  price  for  that  lumber? 

Mr.  Wentworth.  Well,  I  know  something,  Mr.  Walsh,  of  the  cost 
of  handling  lumber,  from  practical  experience.  I  also  know  some- 
thing of  the  waste  and  the  loss  encountered  in  cutting  larger  sizes 
into  smaller  sizes,  and  I  can  also  realize  the  deterioration  that  is  sure 
to  follow  on  this  lumber  from  standing  in  the  open  piled  up  and 
exposed  to  the  sun,  and  the  wide  center  checks  will  develop  when 
you  come  to  work  that  up  in  small-size  lumber.  If  you  are  contem- 
plating that,  you  are  going  to  have  a  lot  of  waste.  You  can  not 
avoid  it. 

In  arriving  at  those  figures  I  took  what  I  would  consider  a  fair 
value  for  replacement  of  new  lumber.  If  you  want  12  by  12  or 
14  by  14  and  stuff  of  that  kind,  you  will  have  to  go  to  the  mill  and 
get  it,  and  not  take  everything  that  the  mill  wants  to  ffive  you,  but 
you  will  have  to  get  what  you  want  as  a  buyer.  I  would  rather  pay 
twice  the  amount — twice  the  amount — for  new  lumber,  cut  the  way  I 
want  it,  than  to  buy  a  job  lot  of  stuff  which  I  can  not  use  and  get 
at  the  actual  value  of  each  piece,  because  it  is  impossible  to  see  it 
in  that  way,  or  determine  what  I  can  make  out  of  it. 

Of  course,  it  is  all  more  or  less  an  opinion,  but  my  opinion  is 
arrived  at  from  my  own  experience  and  knowledge  of  the  business, 
and  from  my  knowledge  of  this  particular  lumber  as  I  have  seen  it 
in  the  yards  around  this  district.  I  may  be  entirely  too  low,  or  I 
may  be  unreasonable  in  my  estimate. 

The  Chairman.  When  did  they  begin  canceling  contracts  for  wood 
ships  out  here? 

Mr.  Wentworth.  If  I  remember  it,  it  was  the  23d  of  November, 
1918. 

The  Chairman.  When  did  deliveries  of  lumber  to  the  shipping 
yards  cease  under  contracts  made  prior  to  that  time  ? 

Mr.  Wentworth.  All  the  builders  were  immediately  notified  to 
stop  delivery,  to  refuse  to  accept  delivery  of  materials  and  supplies 
and  equipment  of  all  kinds,  and  you  may  say  that  coincident  with 
the  order  from  the  home  office  the  movement  stopped,  except  some- 
thing that  was  in  transit,  where  the  delivery  could  not  be  stopped. 

The  Chamman.  Have  you  been  consulted  by  any  official  of  any 
other  district  as  to  what  would  be  a  fair  price  to  sell  lumber  for  in 
the  other  districts  in  this  vicinity  ? 
Mr.  Wentworth.  No,  sir. 

The  Chairman.  Have  you  been  consulted  by  the  supply  and  sales 
division  of  any  other  district  with  reference  to  contemplated  sales  of 
lumber? 

Mr.  Wentworth.  I  was  consulted — my  opinion  was  asked  for  by 
Mr.  Yoakum  and  Mr.  Lange,  when  they  came  to  the  coast  on  can- 
cellation work,  and  they  had  under  consideration  the  disposition  of 
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this  lumber.  I  was  then  asked  what  I  thought  should  best  be  done 
with  this  stuff,  and  expressed  my  opinion  and  my  views  to  them. 

The  Chairman.  What  do  you,  as  a  lumberman,  do  with  lumber  on 
hand  that  prevents  checking? 

Mr.  Wentworth.  Well,  we  have  more  or  less  checking.  We  am 
not  avoid  it.  We  put  our  lumber  in  a  pile,  some  of  it  in  cross  piles. 
In  other  words,  we  lay  a  tier  of  boards  thi?;  way  [indicating]  and 
then  put  a  sticker,  a  piece  of  the  same  size,  out  of  the  same  pile, 
across,  three  or  four  of  those,  and  lay  another  tier,  and  that  allows 
tile  circulation  of  air  through  the  pile.  You  will  get  a  small  amount 
of  deterioration,  splitting,  checkmg,  etc.  A  certain  proportion  of 
our  lumber  is  dry  and  taken  from  the  kilns,  and  it  is  uxider  cover. 
There  is  some  waste  in  splitting  and  checking;.  We  do  not  put  that 
lumber  out  with  the  intention  of  keeping  it  in  stock  for  any  great 
length  of  time.  We  may  be  cutting  it  for  export  to  China,  and  it  will 
be  put  on  the  ship's  docks,  and  in  the  ordinary  length  of  time  it  will 
materially  deteriorate.  If  we  put  out  a  cargo  that  was  to  remain  on 
the  dock  for  six  or  eight  months  or  a  year,  we  would  expect  to  hxm 
considerable  waste  ana  rejection  at  the  time  of  inspection,  because  our 
lumber  is  inspected  when  it  goes  aboard  the  ship  and  not  wh^  we 
put  it  out.  It  is  inspected  when  we  deliver  it  to  the  ship,  and  we 
would  expect  to  have  more  or  less  depreciation  and  waste,  having  to 
trim  off  the  ends,  etc.,  but  we  would  probably  run  some  light  boards 
or  something  over  it  and  cover  it  up  as  best  we  could.  We  can  not 
avoid  that  waste  to  a  certain  extent,  even  in  our  own  operations. 

The  Chairman.  Is  there  anything  done  in  any  of  the  yards  here  to 

Erevent  checking  or  other  deterioration  in  the  supply  of  lumber  on 
and  after  the  cancellation  of  the  contracts? 

Mr.  Wentworth.  Well,  these  flitches  and  timbers  are  piled  up 
solid  in  most  cases — ^high  piles,  as  you  saw  some  of  them  yesterday, 
and  if  they  are  not  going  to  remain  there  too  lon^,  that  is  probably 
as  good  a  way  you  can  keep  them  as  any  other,  if  they  do  not  stay 
there  so  long  that  rot  begins  to  set  in.  Ifow,  it  would  have  unques- 
tionably helped  out  to  run  some  boards  over  those  piles.  It  would 
probably  have  helped  to  keep  the  upper  tiers  from  checking. 

The  Chairman.  Has  that  been  done? 

Mr.  Wentworth.  I  do  not  know.  It  may  have  in  some  cases ;  but. 
generally  speaking,  I  would  say  it  has  not  been  done. 

The  Chairman.  In  some  of  the  yards  the  timbers  are  housed  over 
with  a  roofed  shed  ? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  That  helps  to  prevent  deterioration  ? 

Mr,  Wentworth.  Yes,  sir. 

The  Chairman.  How  about  the  planks  for  the  ceiling?  If  they 
are  housed  or  put  under  a  roof,  does  that  tend  to  prevent  checking  f 

Mr.  Wentworth.  No,  sir. 

The  Chairman.  The  timber  for  planks,  if  they  are  treated  that 
way,  would  that 

Mr.  Wentworth.  That  would  tend  to  hold  it  down  to  a  minimum. 

The  Chairman.  Assmning  a  case  where  a  party  is  purchasing  the 
lumber  from  the  yard  which  is  to  be  used  by  another  shipyara  in 
constructing  other  ships,  but  not  under  contract  with  the  Fleet  Cor- 
poration, would  you  say  that  the  sale  of  that  lumber  at  $17.50  per 
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1,000  feet  board  measure  was  a  fair  price  for  the  Government  to 
receive? 

Mr.  Wentwobth.  It  might  or  it  might  not.  It  depends  on  the  in- 
dividual lot  of  lumber,  I  should  say,  whether  or  not  it  is  a  fair  price. 

The  Chairman.  Well,  if  it  was  going  into  other  ships  it  would 
have  to  be  suitable  for  that  work,  and  assuming  that  it  was  suitable 
for  that  work,  for  the  construction  of  other  ships 

Mr.  Wentworth.  What  I  mean  bv  my  answer,  Mr.  Walsh,  is  this : 
If  there  were  several  lots  of  lumber  around  here,  one  of  which 
might  run  largely  to  ship  planking,  decking,  etc.,  the  higher  grades, 
the  more  commercial  part  of  the  schedule  might  be  worth  a  certain 
value  which  would  be  considerably  higher  than  another  lot  here, 
which  was  all  flitches  and  the  larger  sizes,  which  are  easily  replaced 
by  a  lower  value.  It  would  be  very  difficult  to  say  what  was  the  fair 
value  without  knowing  that  lot. 

The  Chairman.  Suppose  it  was  a  lot  of  lumber  of  6,500,000  feet, 
comprising  all  this  lumber  for  the  construction  of  other  ships  or  for 
the  construction  of  barkentines,  and  lumber  that  had  been  furnished 
to  the  builder  suitable  for  use  in  construction  of  the  ships  which  they 
had  contracts  for  with  the  Fleet  Corporation,  not  including  rejected 
lumber,  but  all  of  the  sizes  and  all  of  the  kinds  that  were  necessary 
to  build  barkentines,  and  it  was  No.  1  common  grade  of  lumber. 
Would  you  say  that  that  was  a  fair  price  for  the  Government  to  get? 

Mr.  Wentworth.  And  it  takes  the  whole  lot? 

The  Chairman.  Yes,  sir. 

Mr.  Wentworth.  Cleans  up  the  5,500,000  feet? 

The  Chairman.  Of  the  lumber  suitable  to  build  these  ships. 

Mr.  Wentworth.  Well,  does  that  purchaser  have  the  right  to 
throw  out  such  sizes  as  do  not  fit  the  requirements? 

The  Chairman.  I  understond  not;  no.    . 

Mr.  Wentworth.  In  other  words,  he  takes  the  whole  lot? 

The  Chairman.  Yes. 

Mr.  Wentworth.  I  should  think  that  was  pretty  close  to  it.  I  do 
not  think  I  would  pass  an  oflfer  of  that  kind. 

The  Chairman.  So,  in  your  view,  the  Government  must  be  pre- 
pared to  stand  a  loss  of  $20  per  thousand  upon  the  lumber  which  it 
has  previously  purchased  in  case  it  sells  it  from  now  on? 

Mr.  Wentworth.  And  if  they  do  not  hurry  up  they  will  take 
more  than  that. 

The  Chairman.  You  mean  by  that  the  longer  they  wait  the  less 
value  it  will  have? 

Mr.  Wentworth.  The  less  salable  value  it  has. 

The  Chairman.  Would  you  say  the  same  loss  would  result  in  the 
case  of  machinery,  boilers,  engines,  winches,  hoisting  engines, 
pumps 

Mr.  Wentworth.  No. 

The  Chairman.  Condensers? 

Mr.  Wentworth.  If  it  is  properly  looked  after,  there  is  no  de- 
terioration to  iron  and  steel,  galvanized  material.  They  can  store 
that  in  a  smaller  space.  They  can  hold  it  longer  for  the  customer 
that  wants  that  particular  article,  whatever  it  may  be ;  but  I  think 
if  the  Government  realizes  50  per  cent  on  all  of  its  so-called  canceled 
or  salvage  material,  to  get  out  of  the  business,  it  had  better  get  out. 
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I  mean  by  that,  if  they  had  an  offer  to  take  it  all  over  and  clean  it 
,  up  at  50  cents  on  the  dollar,  if  it  was  put  up  to  me,  I  would  take  it 

The  Chairman.  Now,  directing  your  attention  to  machinery,  boil- 
ers, and  engines,  would  you  take  into  consideration  also  the  fact  that 
these  were  constructed  for  particular  hulls,  and  might  not  be  adapted 
for  other  hulls? 

Mr.  Wentworth.  Yes,  sir. 

The  Chairman.  And,  of  course,  that  would  tend  to  decrease  their 
salvage  value,  would  it  not? 

Mr.  Wentworth.  Decrease  their  salva&^e  value  or  increase  it  did 
you  say? 

The  Chairman.  Decrease. 

Mr.  Wentworth.  Well 

The  Chairman.  Make  them  less  valuable  and  require  them  to  be 
sold  for  less  than  if  they  were  a  staple  engine  that  could  be  used  in* 
any  type  of  hull  ? 

Mr.  Wentworth.  Well,  the  trouble,  as  I  view  it,  is  this:  You 
liave  a  lot  of  equipment  here  for  what  you  might  term  small-size 
boats — 1,400  horsepower  engines  and  boilers  corresponding — and 
now  they  say— everybody  says,  "  We  have  got  more  small-type  boats     | 
than  we  need."    Now,  where  are  you  goin^  to  find  a  place  for  this 
equipment,  if  we  are  already  supplied  with  enough  ships  of  this     | 
size,  both  steel  and  wood?    The  individual  builder  is  not  going  to 
go  ahead.    I  do  not  know  where  you  are  going  to  get  buyers.    If     ! 
you  can  find  buyers  that  want  this  equipment  you  ought  to  realize     , 
more  than  60  per  cent. 

The  Chairman.  Now,  how  many  men  have  you  under  your  juris- 
diction here  in  this  district;  how  large  a  force? 

Mr.  Wentworth.  We  have  between  80  and  86  right  now. 

The  Chairman.  What  is  the  largest  number  you  did  have?    . 

Mr.  Wentworth.  Something  like  126. 

The  Chairman.  Do  you  fix  the  salaries  of  the  men  in  this  district! 

Mr.  Wentworth.  xes,  sir;  subject  to  limitations  set  out  by  the 
home  ofiice. 

The  Chairman.  Have  you  been  advised  as  to  the  number  of  men 
you  could  employ  in  this  district  at  certain  salaries;  that  is,  the 
maximum  number,  from  the  home  office? 

Mr.  Wentworth.  As  to  the  maximum  number? 

The  Chairman.  At  $6,000,  $3,600,  or  the  different  grades  of  salary? 
Have  you  ever  received  advice  irom  the  home  office  as  to  the  numl>^ 
you  could  .appoint  ? 

Mr.  Wentworth.  We  have  a  schedule  of  salaries,  which  sets  forth 
the  controlling  top  and  bottom  of  certain  positions  in  the  organiza- 
tion. We  have  no  authority  to  exceed  that  maximum,  without  get- 
ting the  consent  of  the  home  office.  For  instance,  a  draftsman  has  « 
certain  salary;  a  second-grade  draftsman  has  a  certain  salary;  and 
there  are  certain  limitations  of  salary. 

The  Chairman.  Now,  as  to  the  number  you  can  employ ;  have  thev 
ever  given  you  any  instructions  as  to  the  number  you  can  employ!      \ 

Mr.  Wentworth.  No,  sir.  We  are  supposed  to  use  the  necessair 
number  of  employees  to  efficiently  carry  on  the  work. 

The  Chairman.  While  you  have  been  in  charge  of  this  office,  did 
you  terminate  your  connection  with  your  own  firm? 
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Mr.  Wentworth.  Yes,  sir.  From  the  time  I  was  made  district 
officer  here  to  the  end  of  the  year,  and  up  to  about  one  month  ago 
or  two  months  ago,  I  devoted  my  time,  you  might  say,  almost  ex- 
clusively to  fleet  work  and  neglected  my  own  business.  Now,  for  the 
past  month  I  have  necessarily  just  had  to  devote  time  to  my  own 
business,  and  only  come  in  here  and  act  with  Mr.  Hall  in  a  sort  of 
consulting  capacity. 

The  Chairman.  Now,  did  you  have  any  arbitration  proceedings 
here  between  any  of  the  employees  in  any  of  the  yards  and  the  Fleet 
Corporation  adjusting  any  differences? 

Mr.  Wentworth.  Do  you  mean  labor  differences? 

The  Chairman.  Yes. 

Mr.  Wentworth.  Why,  we  have  had  a  few  things  that  we  have 
taken  a  hand  in,  but  the  fleet  organization  provides  for  a  separate 
department,  an  industrial  relations  department,  which  is  supposed  to 
handle  those  matters,  in  conjunction  with  and  under  the  advice  of 
the  district  manager.  However,  that  responsibility  has  been  thrown 
more  upon  the  district  managers. 

The  Chairman.  Have  you  recently  had  findings  submitted  in 
arbitration  between  the  caulkers  and  the  Fleet  Corporation  and  the 
Grant  Smith-Porter  Yard? 

Mr.  Wentworth.  Mr.  Hall  has.  When  I  was  East,  in  the  home 
office,  he  had  some  negotiations  with  the  caulkers,  and  has  continued 
those  negotiations  on  up  to  a.  very  recent  date. 

The  Chairman.  Were  not  the  findings  submitted  recently? 

Mr.  Wentworth.  I  believe  so;  yes,  sir. 

The  Chairman.  Would  you  have  a  copy  of  those  findings  hei-e? 

Mr.  Wentworth.  I  have  not.    I  think  Mr.  Hall  has. 

The  Chairman.  They  would  be  a  part  of  the  office  records? 

Mr.  Wentworth.  Oh,  yes. 

The  Chairman.  Will  you  furnish  the  committee  with  a  copy  of  the 
finding  ? 

Mr.  Wentworth.  Yes,  sir.  I  had  no  participation  in  them  myself 
at  all.    It  was  handled  entirely  by  Mr.  Hall. 

The  Chairman.  This  morning  you  stated,  Mr.  Wentworth,  that 
you  thought  that  if  these  hulls  had  the  machinery  installed,  if  they 
were  equipped  into  ships,  that  fliere  was  room  for  them  in  the  com- 
merce of  this  section  of  the  country.  That  is  briefly,  in  substance, 
what  you  stated. 

Mr.  Wentworth.  Not  this  particular  section.  I  mean  that  some- 
where in  the  world  there  is  a  place  for  those  ships. 

The  Chairaian.  You  do  not  mean  along  the  Pacific  coast,  in  this 
vicinity  ? 

Mr.  Wentworth.  You  might  use  some  of  them  on  the  Pacific  coast. 

The  Chairman.  Well,  is  it  not  a  fact  that  from  now  on  there  is  a 
large  supply  of  commodities  of  different  kinds  in  this  particular  sec- 
tion of  the  United  States  which  will  be  awaiting  bottoms  for  trans- 
portation— ^grain  and  other  commodities? 

Mr.  Wentworth.  That  is  true. 

The  Chairman.  And  if  these  ships  were  in  commission,  they 
might  be  utilized  in  transporting  that  character  of  commerce  ? 

Mr.  Wentworth.  They  might,  and  if  they  can  not  be  used  to  ad- 
vantage for  that  purpose,  it  is  possible  that  they  could  replace  some 
other  ship  to  carry  these  commodities. 
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The  Chairman.  I  do  not  think  of  anything  else. 

Mr.  Kelley.  Mr.  Wentworth,  what  is  the  relative  amount  of  the 
cost  of  .the  labor  and  material  in  the  hull  of  a  ship  ? 

Mr.  Wentworth.  The  relative  cost  of  the  labor  and  material? 

Mr.  Kelley.  In  a  wood  ship. 

Mr.  Wentwobth.  In  a  wood  ship? 

Mr.  Kelley.  Yes. 

Mr.  Wentworth.  I  should  say 

Mr.  Foster.  You  said  just  the  hull,  did  you  not? 

Mr.  Kelley.  Yes. 

Mr.  Wentworth.  Well,  it  will  run  pretty  close  somewhere  be- 
tween 40  and  50  per  cent  labor  and  the  balance  materials. 

Mr.  Kelley.  Just  about  half  and  half,  in  a  rough  way? 

Mr.  Wentworth.  Yes ;  that  is  about  it. 

Mr.  Kelley.  Now,  if  you  had  a  hull  on  which  the  Government  had 
spent  $100,000,  and  having  in  inind  what  you  could  get  for  a  com- 
pleted huU  or  for  a  barge,  and  also  having  in  mind  that  you  can  get 
but  $15  a  thousand  for  the  lumber  which  is  on  hand  to  finish  it  up, 
and  also  having  in  mind  the  need  of  these  ships  in  the  commerce  of 
the  country,  was  it  not  a  bad  policy  on  the  part  of  the  Government 
to  cancel  such  construction  as  that  and  then  sell  the  material  at  so 
low  a  price  ?    Were  they  obliged  to  do  that  ? 

Mr.  Wentworth.  In  my  judgment,  the  mistake  was  made  in  not 
finishing  up  the  hulls.     We  had  the  materials.    We  had  the  labor. 

Mr.  Kelley.  And  you  had  the  need  for  the  hulls  ? 

Mr.  Wentworth.  Well,  there  may  be  a  difference  of  opinion  as 
to  whether  we  had  or  had  not  the  neea  of  the  hulls. 

Mr.  Kelley.  Well,  a  good  deal  would  hinge  on  that,  of  course- 
Mr.  Wentworth.  Yes;  but  I  was  in  favor  of  going  ahead  with 
these  hulls  and  finishing  them  up.    It  would  have  possibly  tided 
over,  in  a  psychological  way,  at  least,  a  period  of  disruption  follow- 
ing the  armistice  and  made  thin^gs  a  little  oit  smoother. 

Mr.  Kelley.  Now,  just  looking  at  it  from  the  standpoint  merely 
of  the  money  in  it,  if  you  had  $100,000  invested  in  that  hull  and 
stopped  right  there,  how  much  would  that  be  worth  ? 

Mr.  Wentworth.  It  is  a  liability. 

Mr.  Kelley.  You  would  have  to  hire  somebody  to  tear  that  down 
and  get  it  away? 

Mr.  Wentw^orth.  Yes,  sir. 

Mr.  KJELLEY.  Now,  you  have  the  lumber  and  other  material  that 

foes  into  the  hull.    The  value  of  that  would  represent  something  like 
175,000,  would  it  not? 

Mr.  Wentworth.  Yes,  sir. 

Mr.  Kelley.  And  you  are  going  to  take  that  and  sell  that  at  about 
one-third  of  what  the  Government  put  into  it  ? 

Mr.  Wentworth.  Yes. 

Mr.  Kelley.  There  is  a  $125,000  loss  there? 

Mr.  Wentworth.  Yes. 

Mr.  Kelley.  So  you  would  lose  on  that  kind  of  a  ship  $225,000, 
and  you  would  not  have  any  ship,  even ;  you  would  not  have  anything 
to  show  for  that  at  all? 

Mr.  Wentworth.  No  ;  that  is  true.  That  is  true.  Of  course,  it 
was  a  difficult  question  to  determine  just  what  was  the  best  thing  to 
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do  under  the  circumstances,  and  the  fact  that  they  had  so  many  of 
these  small  type  boats,  both  wood  and  steel,  and  also  the  disposition 
to  retrench  and  cut  off  expenses  as  quickly  as  possible.  There  was 
bound  to  be  a  good  deal  of  debate  as  to  which  was  the  right  method 
to  pursue. 

Mr.  Kellet.  We  saw  up  here  at  the  concentration  yard  above 
Tacoma  a.  good  many  million  dollars'  w^orth  of  machinery  stand- 
ins  outdoors  alongside  the  railroad  track,  running  for  a  mile  or  so. 

Mr.  Wentwortii.  Yes,  sir. 

Mr.  Kelley.  Of  course,  that  will  be  put  under  cover  as  soon  as 
it  can  reasonably  be  done,  but  it  is  out  there  now.  Will  the  sacrifice 
on  that  be  as  great  as  on  the  lumber,  or  more  so,  if  it  is  sold  ? 

Mr,  Wbntwokth.  Well,  according  to  my  opinion  given  to  Chair- 
man Walsh  a  few  minutes  ago 

Mr.  Keuley.  I  did  not  quite  hear  that  about  the  machinery. 

Mr.  Wentworth.  I  told  him  that  I  did  not  think  you  would 
realize  much  over  50  per  cent  on  the  machinery  and  equipment; 
and  the  lumber  will  run — if  you  will  get  $20,  that  is — about  50  per 
cent. 

Mr.  Kelley.  About  the  same? 

Mr.  Wentworth.  Yes.  The  whole  thing  might  wash  out  50  per 
cent.  My  opinion  is  only  one,  and  may  not  be  well  founded.  Others 
have  the  idea  that  they  may  realize  considerably  more. 

Mr.  Kelley.  The  question  of  freight  is  a  very  considerable  item, 
of  course^  in  bringing  these  supplies  all  to  one  point? 

Mr.  Wentworth.  Into  the  so-called  concentration  yard? 

Mr.  Kelley.  Yes. 

Mr.  Wentavorth.  Well,  it  depends,  I  think,  a  good  deal  upon  the 
district  and  the  location  of  the  concentration  yard.  Our  yard  here 
is  located  at  the  Grant  Smith-Porter  Ship  Co.  The  yard  is  so  lo- 
cated that  a  good  deal  of  this  stuff  from  the  lower  river  can 
be  pufr  on  a  barge  and  handled  at  a  minimum  of  expense.  However, 
there  is  expense  attached  to  moving  it  around,  storing  it,  and  put- 
ting it  in  shape  to  store.  Just  what  that  would  amount  to,  I  could 
not  say. 

Mr.  Kelley.  Have  you  had  any  demand  out  here  for  your  hulls, 
at  the  mooring  ground? 

Mr.  Wentworth.  W^hy,  no;  I  can  not  say  that  we  have  had  any 
pressing  demand  here.  There  have  been  some  people  that  nego- 
tiated, but  nothing  has  been  concluded,  and  no  sales  have  been  made. 

Mr.  Kelley.  That,  is  all. 

The  Chairman.  Have  you  any  further  questions,  Mr.  Hadley? 

Mr.  Hadley.  No. 

The  Chairman.  Mr.  Foster? 

Mr.  Foster.  No. 

The  Chairman.  I  think  that  is  all,  Mr.  Wentworth. 

If  you  have  information  that  was  to  be  preapred  for  the  commit- 
tee, which  we  requested  this  morning  in  executive  session,  we  will 
receive  it  now.  We  will  now  visit  the  concentration  plant,  and  we 
will  determine  before  our  return  the  future  procedure  of  the  com- 
mittee. 
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(The  data  submitted  by  the  witness  in  response  to  the  request  of 
the  committee  is  as  follows :) 

List  of  builders  in  Oregon  district  who  signed  lump-sum  settlement  of  $852,500 

in  settlement  of  their  first  oontravtJi. 


Builder. 

Location. 

Contract  No. 

Namtar 

Coast  ShiDbuildinsr  Co 

Portland,  Oree 

8  W.  H              I                 A 

St.  Helens  Ship  Co 

St.  Helens,  Oreg 

77  W  H             '                 2 

SnmTnarstrom  Shio  Co 

Columbia  City,  Oreg 

Astoria,  Oree 

67  W  H                              1 

Geo  F-  Rodsers  Co 

75  W  H                              4 

Wilson  ShiDDdildlne  Co 

do 

TOW  H                              1 

McEftrhem  ShlD  Co 

do 

96W  H                            M 

1 

t 

Portland,  Oreo.,  September  5, 1910, 

Status  of  hull  and  machinery  inspectors. 


October, 
1918. 

September, 
1919. 

October, 
1919. 

November, 
1919. 

December, 
1919. 

* 

« 

• 

» 

2 

1 

2 

3 

5 

1 

2 

1 

1 

1 

1 

2 

1 

3 
1 
1 
1 
4 

■  •  ■  ■ 

1 

•  •  •  • 

•  ■  •  ■ 

•  ■  ■  ■ 

■  ■  ■  * 

■  V     ■     • 

1 

V     •     •     • 

io* 

2 

1 

■ 

1 

5 
2 
3 
4 

9 
1 
3 
1 
1 
1 
1 
2 

• 

W 

1 
1 
1 
2 

1 

• 

MM 

•s 

1 
2 
1 
3 

1 

• 

1 

1 

1 

2 

•  •  ■  * 

2 

«  •  •  • 

• 

2 
2 

1 
3 
1 

• 

3 

X 

• 

S 

• 

1 

1 

2 

1 

• 

3 

• 

c 

1 

1 

Coast 

2 
3 
2 
5 
2 

1 

•  •  •  • 

1 
1 
1 

«  ■  •  ■ 

•   a   •   * 

1 
2 

' 

P.M.  I 

2 

9 

SuDDle-BalUn 

Pnninsula , 

1 
1 

2 

*  •  ■  • 

3|    1 

2  >       * 

Grant.  Smith  P  -  -  r 

1 

Standlfer.  N.  P 

Standifer.  Van 

2 

2 

4 

1 

2 

3 

1 

1 

^     ' 

1 

2 

St.  Helens 

8onimanft>t>m ,  , . . , 

•  •  •  • 

Rods?4i9 

1 

1 

■  •  •  • 
•  ■  ■  • 

1 
1 

.-_. 

*    •    V    w 

Wilson 

1 

•  •  •  ■ 

1 



1 

1 

«  *  •  • 

.... 

HcEachern 

A.M.  I 

1 

2 

2 
3 

**3" 

2 

*  •  •  • 

2 
3 

1 

Dry  Dock 

1 
1 
3 
1 
1 

1 
1 

13 
3 
2 

3 

2 



2 

....( — . 

Fmui  Ay-Brnm^r 

.... 

.... 

TravAiinK ,  -, 

4 
1 

3 
3 

7 
4 

3 

1 

2 
3 

5 
4 

2 

2 
3 

4 
3 

2 

2 
3 

•  •  •  • 

4 

Office 

2 

Willamette 

' 

1 

Tolal 

54,' 
1 

36 

27- 

19 

U 

ITttZi  ond  machinery  inspectors  in  the  Oregon  district  October,  1918,  and 

September,  1919, 


OFFICE. 


October,  1918: 

J.  B.  Morris,  machinery. 
W.  C.  Cooper,  machinery. 
O.  J.  Landahl,  machinery. 
J.  L.  Hiil>bard,  hull. 


September,  1919: 

H.  O.  Nugent,  generaL 
J.  P.  Byrne,  generaL 
Geo.  A.  Hoppa,  general. 
M.  B.  Reed,  hull 
W.  O.  Ck>oper,  machinery. 
Increase,  1. 


TBA\1CLIN0. 


J.  p.  Byrne,  machinery. 
Qeo.  A.  Hopps,  machinery. 
T.  L.  Mock,  machinery. 
A.  C.  Bucknian,  machinery. 
R.  E.  Burnesa,  machinery. 
Wm.  C.  Quayle,  machinery. 
Alex  McGregor,  machinery. 
H.  C.  Nugent,  hull. 
J.  H.  Abbott,  hull. 
J.  H.  Roberts,  hull. 


T.  L.  Mock,  machinery. 

R.  B.  Ck)chran,  hull. 

J.  H.  Abbott,  hull. 

R.  A.  HoUenbeck,  hull. 

A.  C.  Freeman,  ifiachlnery. 


Decrease,  6. 
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Hull  and  niuchhwry  iuspectors  in  the  Oregon  district  Octoher,  J91S,  and 

Scptem  hei\  1919 — (joutlnued. 

rOAKT    SHIPBITILDINO    CO. 

J.  A.  Jensen,  hull.  J.  A.  Jensen,  hull. 

J.  W.  Gibson,  hull.  J.  F^.  Blake,  machinery. 

Henry  Ho{ic<'li,  machinery. 

A.  G.  Freeman,  machinery. 

Wm.  F.  Mathews,  machinery.  Decrease,  3. 

PACIFIC  MAKIXE  IKON   WORKS. 

L.  It.  Depperman,  machinery.  I^.  R.  Depj^rman.  machinery. 

E.  R.  Lacey,  machinery.  J.  C.  Hare,  machinery. 

A.  L.  Sutherland,  machinery.  Wm.  M.  Jacques,  machinery. 

H.  D.  Yates,  hull.  H.  D.  Yates,  hull-  ^,_ 

Increase,  0. 

PENINSULA  SHIPBUILDING  CO. 

J.  (J.  Horn,  hull.  J.  G.  Horn,  hull. 

C.  H.  Thomas,  hull.  Arthur  King,  machinery. 

J.  H.  Greene,  hull.  Jas.  W.  Smith,  machinery. 

Arthur  Kin;;,  machinery.  R.  E.  Burness,  machinery. 

Increase,  0. 

BUPPLK-BALUN  8HIPBUILDIN0  COBPOBATION. 

A.  E.  Kruse,  hull.  A.  E.  Knise,  hull. 

F.  E.  Leefe,  hull.  Decrease,  1. 

GRANT    SMITH-PORTER    SHIP    CO. 

E.  I.  Cantine,  hull.  E.  I.  Cantlne,  hull. 

J.  N.  Montelth,  hull.  F.  G.  A.  White,  machinery. 

H.  M.  Morse,  hull 

N.  P.  Foster,  hull. 

Alan  Yonkers,  hull. 

Jas.  McGregor,  machinery. 

J.  E.  Blake,  machinery. 

V.  I.  Plummer,  machinery. 

J.  W.  Smith,  machinery.  Decrease,  7. 

6.    M.   STANDIFKB  CONSTRUCTION    CORPORATION,   IVOBTH  PORTLAND. 

W.  G.  Hindmarsh,  hull.  None. 

Decrease,  1. 

0.  M.  STANDIFER  CONSTRUCTION   CORPORATION,  VANCOUVER,  WASH. 

R.  B.  CJochran,  hull.  J.  N.  Montelth,  hull. 

R.  A.  Hollenbeck,  hull.  C.  H.  Kable,  hull. 

Ghas.  A.  Thompson,  hull.  R.  E.  Smith,  machinery. 

R.  B.  Smith,  machinery.  Earl  O'Brien,  machinery. 

Increase,  0. 

DRY  DOCK. 

Wm.  E.  HasklDs,  hull.  N.  P.  Foster,  hull. 

O.  H.  Thomas,  hull. 
F.  A.  Boscow,  hull. 
Increase,  2. 

SOIOCABBTSOM  BHIFBUILDnva  GO. 

J.  H.  Piltz,  htdL  J.  H.  Piltz,  hujl. 

Increase,  0. 
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Hull,  and  m-achinery  inspectors  in  the  Oregon  distriet  October,  1918,  and 

Septemher,  1919 — (.'ontinued. 

ST.  HELENS  SHIPBUILDING  CO. 

F.  A.  Ferry,  hull.  Decrease,  1. 

WILLAMETTE    IKON    &    STEEL   WORKS. 

Win.  C.  Kniglitou,  hull.  Decrease,  2. 

L.  H.  Campbell,  machinerj-. 

WILSON    SHIPBUILDING    CO. 

Wm.  I.  E3yre.s,  hull.  Win.  I.  Eyres,  hull. 

Increase,  0, 

GEO.  F.  BODGEBS  A  CO. 

E.  E.  Dyer,  hull.  E.  E.  Dyer,  hull. 

Increase,  0. 

m'eachern  ship  CO. 

C.  B.  Magee,  hull.  Decrease,  1. 

FEENET  &   BBEMEB  SHIPBUILDING  CO. 

» 

Geo.  W.  Morgan,  hull.  Decrease,  1. 

KIEBNAN   A   KEBN.     . 

M.  E.  Reed,  hull.  Decrease,  1. 

ASTOBIA    MABINE   IBON   WOBKS. 

J.  E.  Murry,  machinery.  A.  L.  Sutherland,  machinery. 

Q.  O.  Forsberg,  machinery. 
Increase,  1. 

Total   October,   1918 54  Total    September,   1919 35 

Total    decrease 19 

(Whereupon,  at  4.36  o'clock  p.  m.,  the  committee  adjourned  to 
meet  on  call  of  the  chairman.)  / 

(From  L.  J.  Wentworth,  district  manager  Oregon  district;  the  following  sub- 
mitted by  request  of  the  committee:) 

United  States  Shipping  Boabd 

Emekgency  Fleet  Cobpobation, 

September  4.  1919. 
From :  Oregon  district,  L.  J.  Wentworth,  district  manager. 
To:  Hon.  Joseph  Walsh,  care  Mr.  A.  J.  Frey,  district  manager,  southern  Pa- 
cific district,  P^mergency  Fleet  Corporation,  San  Francisco,  Calif. 

Dear  Sib:  1.  Complying  witli  your  request  of  yesterday,  I  am  inclosing 
herewith  all  papers  i>ertaining  to  controversy  between  two  calkers'  unions 
in  this  district  arising  over  jurisdiction  of  certain  work  being  performed  by 
the  Emergency  Fleet  Corporation.  These  papers  are  numbered  in  proper  se- 
quence and  I  think  will  give  you  a  complete  history  of  this  case. 
Yours,  truly, 

L.  J.  Wentwobth, 

District  Manager. 
By  J.  W.  Hall, 
Assistant  District  Manager. 
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[Telegram.] 

Portland,  Oreo.,  Auffust  16,  1919. 

ACKEBSON, 

Emergency  Fleet  Corporation, 

140  Broad  Street,  Philadelphia,  Pa.: 

Considerable  trouble  developed  here  with  oulkors  as  follows :  Calkers'  Union 
No.  1  has  for  considerable  time  controlled  work  on  dry  dock,  only  union 
men  being  employed.  Grant  Smith  Porter  Ship  Co.  has  operated  with  non- 
union calkers;  these  men  being  importuned  from  time  to  time  to  join  calkers' 
union,  have  refused  so  to  do.  This  office  recently  placed  considerable  work 
with  the  Grant  Smith  Porter  Co.,  necessitating  work  on  dry  dock.  Calkers 
in  Grant  Smith  yard  desiring  to  participate  in  dry-dock  work  and  still  refusing 
to  Join  Calkers*  Union  No.  1,  in  some  manner  soured  charter  from  carpenters* 
brotherhood  without  consent  of  Union  No.  1.  Upon  their  securing  union  char- 
ter, Grant  Smith  Porter  Co.  sent  number  of  them  to  work  on  dry  dock,  with  the 
result  that  members  of  Union  No.  1  went  on  strike,  taking  with  them  all  other 
crafts.  Metal  Trades  Council  refuses  to  recognize  new  charter,  thus  tying  up 
work.  We  hold  this  is  question  of  Jurisdiction  which  should  be  settled  by 
unions  themselves,  and  in  conference  with  Metal  Trades  Council  have  agreed 
to  submit  question  to  president  of  State  Federation  of  Labor,  president  of 
Building  Trades  Council,  president  of  Central  Labor  Council,  they  to  deter- 
mine which  union  is  entitled  to  the  work,  all  parties  to  be  governed  by  decision. 

Wbntworth. 


Portland.  Oreo.,  August  IS,  1919. 
To  the  Metal  Trades  Council,  Portland  and  vicmity. 

1.  We  the  undersigned  arbitration  board,  chosen  to  j^ettle  the  difficulty  aris- 
ing as  a  result  of  the  issuance  of  a  charter  for  the  new  calkers'  local  union  in 
this  city  and  the  allotment  of  work  to  members  of  said  new  local,  pending  tbe 
final  adjudication  of  the  question  now  before  the  board  for  decision  and  in 
order  that  the  work  may  progress  to  the  extent  that  the  S.  8.  Aspenhill  now  on 
dry  dork  may  be  completed  at  once  issues  this  temporary  order :  First,  that  the 
Metal  Trades  Council  of  Portland  and  vicinity  hereby  instruct  the  various  crafts 
coming  under  their  jurisdiction  to  finisli  the  work  yet  necessary  to  be  done  upon 
the  said  S.  S.  Aspenhill  in  order  that  this  vessel  may  be  undocked ;  second,  this 
order  is  intended  to  cover  only  such  work  as  is  neces.«<ar>'  to  be  done  on  the  S.  S. 
Aspenhill, 

O.  R.  Hartwig, 
Frank  Han  nan, 
Harry  Anderson. 


Transcript  of  Testimony  taken  before  a  Board  of  Arbitration  Appointed 
BY  the  Emergency  Fleet  Corporation  and  the  Metal  Trades  Council  in  a 
Question  of  Jurisdiction  Involving  Two  Calkers*  Unions. 

The  board  ©f  arbitration  appointed  by  the  Emergency  Fleet  Cori)oration  and 
the  Metal  Trades  Council  to  act  upon  a  question  of  jurisdiction  involving  two 
caulkers'  unions  met  at  534  Northwestern  Bank  Building,  August  18, 1919.    Pres- 

ent  were  i 

Board  of  arbitration,  consisting  of  O.  R.  Hartwig,  president  of  the  Oregon 
State  Federation  of  Labor;  Frank  Hannan,  president  of  the  Building  Trades 
Council.  Portland  and  vicinity ;  and  Harry  Anderson,  president  Portland  Central 
Ijabor  Council. 

Arthur  W.  Jones,  representing  the  Emergency  Fleet  Corporation. 

Calkers'  Union  No.  1,  represented  by  George  Sanfacon,  president  of  the 
Pacific  Coast  Maritime  District  Council ;  R.  A.  Mclnnis,  secretary.  Columbia 
River  Maritime  Di.^trict  Council ;  H.  L.  Powers,  president  Calkers'  Union  No.  1 ; 
Mr.  Anderson,  secretary  Calkers'  Union  No.  1;  and  certain  witnesses  herein- 
after name<l : 

Metal  Trades  C^ouncU,  represented  by  Mr.  Kenragin,  its  secretary. 
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Mr.  Vandenwol,  of  the  District  Council  of  Carpenters  with  whom  Calker/ 
Union  No.  2  is  affiliated,  was  in  attendance  at  the  request  of  the  Emergency 
Fleet  Corporation,  but  without  authority  to  represent  said  District  Council. 

Whereupon,  the  following  proceeding  were  had : 

O.  R.  Hartwij?  was  duly  elected  chairman  of  the  l>oard  of  arbitration. 

Mr.  Jones.  Very  recently  the  Emergency  Fleet  Cori>oration  found  it  neces- 
sary to  cause  to  have  performed  by  the  Grant  Smith  Co.  certain  work  In  U» 
line  of  recalking,  repainting,  and  changing  of  machinery  on  boats  built  in  this 
district  which  is  being  made  necessary  by  clmnges  in  siieciflcations,  etc.  This 
work  necessitated  dry -docking,  thus  calling  into  use  the  dry  dock  at  St.  Johna. 
Work  on  this  dry  dock  has  very  largely  been  performed  by  union  labor,  espe- 
cially that  of  the  calkers.  The  Grant  Smith  Co.  during  their  building 
program  operated  largely  by  use  of  nonunion  calkers.  In  some  manner,  aad 
nbout  the  time  of  the  practlcnl  cessation  of  calking  work  in  the  Grant  Smitn 
yard,  the  calkers  there  secured  a  charter  from  the  United  Brotherhood,  On 
their  securing  same,  Mr.  Teufel,  yard  superintemlent,  sent  a  party  of  these  dmb 
to  the  dry  dock  to  work  with  members  of  the  original  calkers*  union.  The  mena- 
bers  of  the  original  calkers'  union  refused  to  work  with  them,  going  out,  and  tak- 
ing members  of  other  crafts  with  them,  in  which  action  Calkers  No.  1  (for  the 
purpose  of  identification)  was  supported  by  the  Metal  Trades  Council  of  thii 
ilistrict.  The  matter  was  then  submitted  by  the  Metal  Trades  Council  to  ihe 
office  of  the  district  manager  of  the  Emergency  Fleet  Corporation,  who  held 
tlie  position  that,  so  far  as  this  office  was  concerned,  the  question  was  primarily 
one  of  jurisdiction  between  chartered  organizations  and  as  such  should  be 
settled  by  the  labor  movement  itself.  Attention  of  the  Metal  Trades  Council's 
committee  was  called  to  the  fact  that  any  act  on  the  part  of  the  Fleet  CJorpora- 
tlon  in  denying  the  right  of  any  group  of  men  to  work  on  any  of  its  work 
might,  under  ordinary  circumstances,  be  considered  discrimination.  How- 
ever, since  in  the  case  at  point  both  groups  of  men  were  working  under  card, 
the  question  of  unionism  or  nonunionism  from  the  standpoint  of  carrying  card 
was  not  a  consideration ;  hence,  again  reiterating  that  this  was  a  matter  for 
organized  labor  itself  to  settle,  after  discussion  with  the  Metal  Trades  Councirs 
committee,  and  In  agreement  with  them,  it  was  decided  to  submit  the  entire 
proposition  to  the  three  geptlemen  above  named,  they  being,  exclusive  of  the 
Metal  Trades  Council  itself,  which  is  a  complainant  in  this  matter,  the  ranking 
representatives  of  organized  labor  in  this  district.  And  the  Emergency  Fleet 
Corporation  hereby  agrees  to  abide  by  the  decision  rendered  by  tliem. 

Mr.  Kendragin.  As  the  representative  of  the  Metal  Trades  Council  of  Port- 
land and  vicinity,  and  as  the  complainant  in  the  question  at  issue,  the  Metal 
Trades  Council  of  Portland,  in  conference  with  the  Emergency  Fleet  Corpora- 
tion's office  and  Mr.  Hall,  its  representative,  have  agreed  to  submit  this  qu^tion 
to  a  board  of  arbitration  composed  of  Mr.  Hartwig,  Mr.  Hannan,  and  Mr. 
Anderson,  as  before  named,  and  do  hereby  agree  to  abide  by  any  decision  ren- 
dered by  them.  The  reason  for  the  Metal  Trades  Council  being  the  complainant 
in  this  case  is  owing  to  the  fact  that  Calkers'  Union  No.  1  is  now  organized  as 
an  affiliated  body  of  the  Metal  Trades  Council  of  Portland  and  vicinity. 

Mr.  Vandebpool.  Before  you  start  in  I  want  to  file  a  protest  against  this 
arbitration  board  making  any  decision,  as  they  are  not  competent  to  make  a 
decision  without  a  representative  of  our  international  union  being  present  and 
giving  them  the  facts  as  to  the  different  organizations  in  our  international 
union. 

The  BoABD.  What  do  you  mean  by  that;  you  understand,  of  course,  that  this 
board  is  sitting  now,  and  it  can  also  conduct  other  hearings  other  than  this, 
so  that  we  might  later  call  in  the  dilTerent  officers  you  speak  of;  would  you 
then  still  object? 

Answer.  If  a  duly  authorized  representative  from  the  international  is  sent 
here  for  the  purpose,  it  is  all  right;  but  for  this  board  to  conduct  a  hearing 
now,  without  such  a  representative  present,  I  object  to  any  findings  the  hoard 
would  make. 

Mr.  Sanfacon.  It  Just  strikes  me  that  the  situation  has  developed  here 
locally  and  really  could  be  determined  on  the  merits,  for  this  reason:  The 
controversy  really  occurred  over  a  change  in  a  condition  on  the  dry  dock ;  now, 
while  possibly  the  carpenters  have  a  perfect  right  to  ask  for  a  posQK>nenient 
for  such  time  as  an  international  officer  might  come  in,  yet  the  question  could 
very  easily  be  determined  by  local  representatives.  It  does  not  strike  me  as  » 
much  of  an  international  question  as  to  the  merits  due  to  the  change;  I  think 
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^^vlien  the  testimony  \»  presented  to  the  board  they  are  fully  equal  to  tlie  sltua- 
"tlon. 

The  Board.  You  are  prepared  to  go  ahead? 

Mr.  Sanfacon.  Yes,  sir. 

(After  some  discussion  It  was  decided  to  continue  with  the  hearing.) 

Mr.  Sanfacon.  This  Is  a  statement  to  the  hoard  of  arbitration  appointed 
*>r  the  purpose  of  detei'miuing  the  course  to  be  pursued  in  a  question  or  con- 
troversy resulting  from  the  strike  of  the  metal  trades  workers  over  the  allot- 
ment of  work  to  the  newly  chartered  calkers*  union. 

As  the  Government  shipbuilding  pi*ogram  progressed  the  need  for  skilled 
mechanics  was  apparent  to  all.  The  need  for  more  calkers  first  occurred 
in  the  Grant  Smith  yard.  At  this  time  there  were  about  35  calkers  employed. 
and  arrangements  had  been  made  to  get  about  40  more  from  San  Francisco. 
The  company  requeste<l  that  more  calkers  be  put  cm  tliis  work,  and  a  com- 
mittee from  the  calkers  met  the  representatives  of  the  company  (Grant 
Smith).  The  ctmimlttee  agreed  that  the  numl>er  of  calkers  should  be  increased 
and  that  they  would  take  on  apprentices,  one  to  each  Journeyman,  and  more 
If  necessary.  The  company  representatives  stated  that  they  reserved  the 
right  to  employ  men  they  might  select  themselves  to  work  at  calking  and 
did  put  a  large  number  of  men  to  work,  thereby  forcing  the  union  calkers 
to  leave  the  employ  of  the  company.  This  occurred  about  January  18,  1918. 
In  putting  the  nonunion  men  to  work  the  company  violated  section  9  of  the 
United  States  Shipbuilding  I^bor  Adjustment  Board's  award  of  November 
9,  1918,  which  reads :  "  In  accordance  with  the  understanding  reached  by  all 
parties  throughout  the  coast  district  no  change  shall  be  made  In  any  existing 
craft  conditions,  nor  shall  any  new  craft  conditions  be  established  until  the 
same  shall  have  been  agree<l  upon  between  employees  and  employee,  subject 
to  the  approval  of  this  board."  It  should  be  noted  there  that  the  calkers  had 
enjoyed  union  conditions  on  the  entire  Pacific  coast  for  many  years  previous 
to  this  time. 

The  representatives  of  the  calkers  appealed  to  the  examiner,  Mr.  R.  W. 
Montague,  and  the  following  letter  was  sent  to  Mr.  L.  J.  Wentworth,  district 
oflficer  of  the  Emergency  Fleet  Corporation : 

Februaby  6,  1918. 
Mr.  L.  J.  Wentworth, 

Special  Representative,  United  States  Shipping  Board 

Emergency  Fleet  Corporation^  Portland,  Oreg. 

Dear  Sir:  In  pursuance  with  the  conversation  held  with  you  yesterday,  and 
in  compliance  with  your  request  I  herewith  submit  to  you  the  resolution  as 
presented  to  the  committee  of  the  Shipbuilders'  Association,  of  the  Columbia 
River,  in  the  presence  of  Mr.  Richard  W.  Montague,  examiner  of  this  district. 

I  regret  to  state  that  the  employers  or  examiner  have  not  shown  any  desire 
to  cooperate  with  the  organization  In  meeting  the  conditions  that  confront 
the  country.  Therefore,  the  United  Brotherhood  of  Carpenters  and  Joiners 
of  America  desire  that  It  be  plainly  imderstood  that  any  trouble  that  is  likely 
to  occur  can  only  be  ascribed  to  those  responsible. 

The  following  committee  represented  the  calkers.  which  met  with  the 
employers  committee :  Mr.  Homellus,  Mr.  Taylor,  Mr.  W.  A.  Watchman,  general 
organizer,  and  Mr.  R.  A.  Mclnnis,  secretary  and  treasurer  of  the  Columbia 
River  Maritime  District  Council,  submitted  the  following  proposition: 

The  calkers  makes  the  proposition  to  provide  and  train  the  necessary  or 
required  number  of  men,  the  same  to  be  determined  by  a  committee  of  the  em- 
ployers and  calkers,  three  of  each. 

We  have  been  unable  to  arrive  at  a  satisfactory  adjustment  of  this  matter 
with  the  employers  or  examiner. 

The  men  on  the  Columbia  River  have  been  dissatisfied  ever  since  they  re- 
turned to  work.  Inasmuch  as  50  per  cent  of  them  are  not  getting  the  wages 
agreed  upon  by  the  Wage  Adjustment  Board.  With  the  trouble  of  the  calkers 
now  before  them  they  have  taken  a  decided  stand  to  force  the  employers  to 
live  up  to  the  Macy  Board  decision. 

I,  R.  A.  McInnls,  as  their  representative,  have  been  instructed  to  carry  out 
their  Instructions  in  seeing  that  the  Macy  Board  decision  is  lived  up  to. 

With  a  full  realization  that  our  country  Is  at  war  and  recognizing  the  im- 
perative necessity  that  ships  be  built,  we  have  hesitated  to  take  any  action  that 
would  In  any  way  or  manner  Interfere  with  the  Government  program.  Therefore 
the  necessity  of  a  settlement  of  the  calkers  proposition,  retroactive  pay,  and 
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10  per  cent  Increase  is  imperative  at  this  time,  so  that  harmony  \»'ill  pre««a 
and  expedite  the  building  of  ships. 

We  trust  and  hope  that  something  can  be  done  immediately  to  bring;  abooi 
an  adjustment,  so  that  the  chances  for  confusion  and  controversies  In  the 
future  will  be  eliminated. 

Trusting  that  the  above  will  be  of  assistance  to  you  in  your  efforts  to  adju^ 
this  matter  and  with  best  wishes,  I  am. 
Yours,  respectfully, 

[seal.!  R.  a.  McInwts. 

Siecretary  Maritime  Dintriet  Council  of  Columbia  Rirer. 

P.  S. — The  reply  given  to  tlie  calkers  by  the  Columbia  River  Shlpbuildla^ 
Association  was  that  they  had  nothing  to  offer. 

No  reply  was  ever  received  from  this  communication. 

The  question  was  again  taken  up  with  Examiner  Montague  and  a  meeting 
held  at  the  Multnomah  Hotel,  a  committee  representing  the  oalkers,  the 
Shipbuilders'  Asso<'iation,  Mr.  Wentworth,  and  Examiner  Montague  beiof 
present.  No  agreement  was  i^eached.  and  the  following  communication  ^no 
sent  to  the  examiner : 

Portland,  Greg.,  February  2 J,  JS^Jfi. 
Mr.  Richard  W.  Montagi'e, 

Examiner  Columbia  Rirer  Diartict,  PoriUmd,  Oreg. 

Dear  Sir:  Failure  on  the  part  of  the  employees  and  the  Grant  Smith 
Porter  Co.,  to  come  to  a  mutual  agreement  in  the  yard  at  St.  Johns,  in  rela- 
tion to  the  calkers'  propositions  which  has  been  so  prominently  before  yoo 
since  January  18,  1918,  we  request  you  as  examiner  of  tlie  Columbia  River 
district  to  render  your  decision  in  relation  to  the  matter  as  per  decision  of 
the  shipbuilding  labor  adjustment  hoard  agreement. 

I  wish  to  draw  your  attention  to  section  3,  article  3,  whicli  reads  as 
follows : 

"  Realization  of  these  conditions  is  causing  the  Government  to  concern  It- 
self seriously  with  the  problem  of  redistributing  and  increasing  the  available 
supply  of  skilled  workers.  In  San  Francisco  and  Seattle  and  to  a  less  extent 
in  Portland,  employers  look  to  the  trade-unions  to  supply  additional  workers 
in  the  different  crafts  as  they  are  required.  The  evidence  presented  to  us 
indicates  that  some  of  the  unions  are  already  unable  to  meet  demands  on 
them.  In  vIqw  of  the  certainty  of  a  greatly  increased  demand,  the  board 
urges  upon  the  Department  of  Labor  the  extension  of  the  Fetieral  Employment 
Service  in  California,  Oregon,  and  Washington  to  serve  as  a  supplement  to 
the  trade-unions  when  they  are  Ufuible  themselves  to  supply  skilled  crafts- 
men. The  board  also  urges  that  representatives  of  organized  labor  and  the 
employers  concerned,  work  out  in  cooperation  with  agents  of  the  Government 
plans  for  the  more  rapid  training  of  skilled  workers  in  the  different  cpaftSw~ 

Also  section  9,  which  reads  as  follows: 

"  In  accordance  with  the  understanding  reached  by  all  parties  tliroughout 
coast  district,  no  change  shall  be  made  in  any  existing  craft  conditions  nor 
shall  any  new  craft  conditions  be  established  until  the  same  shall  have  been 
agreed  upon  between  employer  and  employee,  subject  to  the  approval  of  this 
board." 

The  calkers  made  the  following  proposition  to  the  employers:  "We,  the  calk- 
ers, make  the  proposition  to  provide  and  train  all  the  necessary  or  required 
number  of  men  the  same  to  be  determinetl  by  a  committee  of  .employers  and 
calkers,  three  of  each."  Up  to  date  the  employers  have  failed  to  meet  this  com- 
mittee or  send  us  a  letter  of  any  kind  stating  how  many  men  they  need  in 
the  various  shipyards. 

The  calkers  have  agreed  to  take  helpers  to  do  the  "hoarsing,"  hooking  out, 
and  by  so  doing  we  believe,  we  are  conceding  one-third  of  the  work.  We 
have  agreed  to  take  on  one  apprentice  to  a  journeyman  and  more  if  necessary. 

You  will  have  to  admit  that  the  calkers  have  done  everything  in  their 
power  to  see  that  this  matter  was  properly  adjusted,  but  we  seem  to  get  little 
or  in  fact  no  cooperation  from  the  employers  in  any  way. 

We  wish  to  take  exception  to  the  last  paragraph  of  the  Grant  Smith  Porter 
Co.  letter,  which  reads  as  follows: 

"This  letter  will  serve  as  an  assurance  that  places  are  now  open  for  yoo 
on  application  and  that  we  shall  be  glad  to  have  your  cooperation  with  us  in 
the  training  of  additional  men.     If,  however,  you  undertake  to  co(^>erate  it 
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must  be  understood  that  no  discrimination  shall  be  practiced  in  the  selection  of 
learners  and  that  any  employees  in  our  yard  desiring  to  learn  calking  shall  be 
given  the  opportunity,  provided  they  are  adapte<l  to  the  work." 

From  this  you  will  note  that  they  still  hold  firm  on  the  point  of  breaking 
down  trade  conditions  which  existed  before  the  trouble.  The  calkers  are 
willing  to  take  all  men  who  are  now  employed  on  calking  work  at  that  yard, 
who  can  show  their  ability  to  become  calkers  along  with  them  and  train  them 
8o  tliey  will  become  skilled  calkers,  but  we  realize  there  are  a  number  of 
these  men  now  doing  this  work  who  would  never  make  calkers. 

The  Grant  Smith  Porter  Co.,  as  well  as  the  Employers'  Association,  have 
admitted  on  several  occasions  that  the  skilled  calkers  should  take  and~ train 
the  necessary  men  as  they  realize  that  the  calking  must  be  properly  done  in 
order  to  provide  safety  for  foodstuff  which  would  be  carried  on  said  boats, 
also  the  safety  of  men. 

We  have  always  been  ready  to  cooperate  »with  the  employers  at  all  times  and 
are  still  willing  to  do  all  we  can  for  our  Government,  to  place  these  vessels 
in  the  water  in  the  least  possible  time  and  also  in  a  seaworthy  condition,  but 
if  we  are  to  be  met  with  opposition  from  the  Employers'  Association  on  every 
proposition  we  present  we  feel  that  the  employers  are  not  doing  their  part  in 
carrying  out   the  Government's  wishes. 

We  all  realize  the  present  crisis  our  Government  Is  In,  or  at  least  we  should, 
and  I  think  it  is  a  mistake  to  be  squabbling  over  a  matter  of  this  kind  which, 
no  doubt,  could  be  adjusted  If  you  were  to  make  a  decision. 

Fully  realizing  the  necessity  that  these  ships  be  calked  and  put  in  the  water 
immediately,  we  have  not  taken  any  drastic  action  that  would  hamper  the 
shipbuilding  program  but  have  been  going  along  from  day  to  day  thinking  the 
Employers*  Association  and  the  Grant  Smith  Porter  Co.  would  realize  that  our 
country  was  at  war  and  It  was  Imperative  at  this  time  that  we  should  get 
together  and  cooperate  and  work  together  more  closely,  something  that  the 
employers  and  employees  in  the  city  of  Portland  have  never  done. 

We  trust  this  letter  will  receive  your  earliest  attention  and  that  your  decision 
will  be  rendered  Immediately.    I  beg  to  remain. 
Yours,  respectfully, 

R.  A.  McInnis, 
Secretary  Columbia  River  Maritime  District  Council. 

Whereupon,  the  following  letter  was  received : 

Portland,  Oreo.,  February  26,  1918. 
Mr.  R.  A.  McInnib, 

Secretary  Columbia  River  Maritime  District  Council^ 

Portland,  Oreg. 

Dear  Sir:  Replying  to  your  letter  of  the  25th,  while  I  am  not  entirely  clear 
as  to  my  jurisdiction  over  the  controversy  between  the  calkers  and  the  Grant 
Smith  Porter-Guthrie  Co.,  I  will  nevertheless  render  a  decision  upon  it  at  a 
very  early  date.  Meanwhile  I  should  be  greatly  obliged  for  a  brief  statement  in 
writing  indicating  the  points  which  In  your  Judgment  the  decision  ought  to 
cover  and  submitting  your  views  on  the  substance  of  the  decision. 

I  am  making  a  similar  request  of  the  Grant  Smith  Co.  A  few  days  ago  I 
received  from  the  adjustment  board  a  letter,  as  follows: 

Washington,  D.  C,  February  16,  1918. 
Mr.  Richard  W.  Montague, 

Yeon  Building^  Portland^  Oreg. 

Dear  Sir:  Some  confusion  and  misunderstanding  has  resulted  from  recom- 
mendations of  examiners  as  to  rates  and  other  matters  in  dispute  becoming 
public  before  they  have  been  passed  upon  by  this  board.  To  avoid  the  possibility 
of  such  misunderstandings'  in  the  future,  we  wish  that  hereafter  you  would  sub- 
mit your  report  and  recommendations  on  any  important  issue  to  the  board 
board  before  communication  to  either  side.  This  will  enable  the  board  to  pass 
on  It  and  announce  Its  decision  without  appearing,  should  that  ever  become 
the  case,  to  differ  with  the  Judgment  of  the" examiner. 

Circumstances  have  sometimes  prohibited  us  from  rendering  decisions  on 
Issues  submitted  to  us  by  the  examiners  with  the  promptness  which  we  should 
wish,  but  we  hoi>e  that  changes  In  the  organization  of  the  board  now  pending 
will  make  it  possible  for  us  to  ])nss  promptly  on  every  question  submitted  to  us. 

We  hardly  (need)  to  add  that  we  appreciate  warmly  the  public  spirited 
service  which  you  are  rendering  and  that  our  inclination  will  always  be  to  be 
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gnifled  by  your  Judgment  in  regard  to  local  issues,  except  wliere  some  broadn 
nntionul  aspect  requires  a  modification  in  the  interests  of  a  uniform  natiooL 
policy. 

Faithfully,  yours, 

V.  EvERiTT  Mact,  Chairman. 

Under  the  al>ove  direction  it  will  be  necessary  for  me  to  submit  my  C€fiicl»- 
sions  on  this  matter  to  the  adjustment  board  before  making  them  public.  I 
shall  endeavor  to  do  this  within  two  or  three  days,  at  most,  and  hope  to  haw 
your  su??Restions  before  that  time. 

I  inclose  you,  as  requested,  a  copy  of  my  telegram  to  Mr.  Mac>-  ap|>riaii? 
him  of  the  agreement  In  respect  to  the  double-time  jmy,  and  of  his  answer. 
Very  truly. 

Richard  W.  Montague, 
Examiner  Shipbuilding  Txibor  Adjustment  Board. 

The  Board.  Thei*e  Is  no  reply  to  the  first  letter? 

Mr.  McInnis.  ifr.  Wentworth  supjfested  verbally  that  I  take  the  matter  up 
with  Mr.  Montague,  but  sent  no  communication. 

Mr.  Safacon.  The  following  letter  was  then  sent  to  Mr.  Montogue: 

Portland,  Greg.,  March  7,  1918. 
Mr.  Richard  W.  I^foxTAGUE, 

Examiner  Columbia  River  District^  Portland^  Oreg. 

Dear  Sir  :  Your  letter  of  February  26,  1918,  at  hand,  and  will  say  that  I  can 
not  see  how  you  can  give  a  satisfactory  decision  if  you  are  not  entirely  dear 
as  to  your  jurisdiction  over  tlie  controversy  between  the  calkers  and  the  Grant 
Smith-Porter-Guthrle  Co. 

The  first  question  In  my  mind  that  you  should  give  a  rulinj;  on  is  section  9, 
which  reads  as  follows: 

In  accordance  with  the  understanding  reached  by  all  parties  thronghoot  the 
coast  district  no  change  shall  be  made  in  any  existing  craft  conditions,  nor  shall 
any  new  craft  conditions  be  established  until  the  same  shall  have  been  agreed 
upon  between  employees  nnd  employer,  subject  to  the  approval  of  this  board. 

The  Grant  SmIth-Porter-Guthrie  Co.  have  violated  this  clause  to  its  fullest 
meaning  by  breaking  down  conditions  that  existed  brtore  the  war.  The 
caulkers  always  maintained  a  union  shop,  always  supplied  the  necessary  num- 
ber of  men  to  do  all  caulking  and  are  still  able  to  do  the  same;  but  one  em- 
ployer Is  trying  to  act  bigger  than  the  United  States  Government  by  trying  to 
break  down  a  condition  which  the  Government  says  should  not  be  done.  Too. 
as  examiner,  should  be  big  enough  to  make  a  ruling  on  same. 

The  decision  of  the  wage-adjustment  board  is,  in  my  opinion,  a  very  good 
decision,  but  is  lacking  in  one  very  important  particular,  and  that  is  someone 
with  full  authority  to  enforce  same  on  the  employers. 

Now,  it  seems  to  me  that  if  the  Grant  Smith-Porter-Guthrie  Co.  is  going  to 
continue  to  break  these  trade  conditions  that  existe<l  before  the  trouble,  that  we 
have  the  same  right  to  withdraw  our  promise  not  to  strike. 

As  I  said  on  several  occasions,  the  men  do  not  want  to  strike  or  cause  any 
disruption  in  the  shipj-ards.  unless  they  are  forced  to  by  the  employers.  We  are 
being  led  to  believe  from  day  to  day  that  the  employers  are  not  worrying 
whether  the  men  strike  or  not,  for  if  they  were  as  loyal  as  they  say  they  are 
they  would  see  that  the  Macy  Board  decision  was  lived  up  to  in  every  respect, 
and  try  to  offset  any  strike  that  would  be  contemplated. 

With  a  full  realization  that  our  country  is  at  war,  and  recognizing  the  im- 
perative necessity  that  ships  be  built  and  caulked,  we  have  been  too  loyal  to 
our  Government  to  take  any  action  that  would  in  any  manner  interfere  with 
our  Goverimient's  program.  But  the  working  man  will  ask  that  if  a  strike 
should  take  place  that  the  parties  who  cause  the  strike  be  held  responsible. 
Ther(»fore  the  necessity  of  a  settlement  of  this  question,  so  that  harmony  will 
prevail  and  exi)edite  the  building  of  ships  the  United  Brotherhood  of  Carpenters 
and  Joiners  of  America  propose  to  take  and  train  all  the  necessary  or  required 
number  of  men  to  meet  the  requirements  of  the  Crovernment  in  getting  the  ships 
in  the  water  in  the  least  possible  time,  and  also  in  a  seaworthy  condition. 

The  men  on  the  Columbia  River  have  shown  their  loyalty  by  remaining  aft 
work  in  the  various  shipyards  while  this  matter  is  pending,  but  we  feel  that 
unless  you,  as  examiner,  do  not  care  to  make  a  ruling  on  same  that  other  stm 
will  have  to  be  taken. 
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For  the  best  interest  of  the  employer,  employ^,  and  the  United  States  Gov- 
ernment, I  think  it  your  duty,  as  examiner,  to  render  your  decision  imme- 
diately, so  that  either  side  if  not  satisfied  with  your  decision  could  take  an 
appeal  from  your  ruling. 

We  ask  you,  therefore,  to  render  a  decision  in  this  case  which  will  dispose  of 
the  question  once  and  for  all.  We  make  the  request  in  the  interests  of  our 
country,  and  we  feel  that  the  present  conditions  do  not  result  in  a  100  per 
cent  efficiency. 

The  dei!isIon  as  rendered  by  the  wage  adjustment  board  is  absolutely  clear 
anil  permits  of  no  misinterpretation,  and  we  feel  you  owe  it  to  the  efficient 
proset'ution  of  the  war  of  our  country  against  autocracy  to  make  an  immediate 
decision  in  the  premises. 
Yours,  truly, 

IsEAT^l  R.  A.  Mclxxis, 

Secretary  Columbia  River  Matitime  District  Council. 

P.  S. — Up  to  date  we  are  still  unable  to  get  the  wages  agreed  upon  by  the 
Macy  Board  decision  for  our  members,  although  the  employers  have  been 
notified  by  District  Officer  Wentworth  to  pay  same  immediately.  I  believe  you, 
as  examiner,  should  see  that  this  decision  was  carried  out  by  the  employers. 

These  connminicatlons  show  that  the  calkers  were  doing  everything  in 
tlieir  iHJwer  to  effect  a  satisfactory  adjustment  of  the  controversy.  During 
this  time  the  company  continued  to  employ  the  nonunion  men.  Repeated 
efforts  had  been  made  to  adjust  this  matter  with  the  builders  without  result. 
Other  companies  took  advantage  of  the  condition  created  by  the  Grant  Smith 
CJo.  and  put  nonunion  men  to  work,  with  the  result  that  the  union  men  were 
forced  out  of  several  of  the  yards  and  had  to  leave  the  district  to  find  em- 
ployment under  union  conditions,  such  as  they  had  worked  under  for  many 
years.  On  account  of  these  nonunion  men  going  to  work,  dissension  .was 
caused,  resulting  in  the  present  controversy.  Naturally,  the  union  men  could 
not  be  expected  to  look  with  favor  on  the  men  who  took  their  places,  but 
realizing  the  interests  of  the  workers  were  identical,  they  continued  their 
efforts  to  include  these  men,  even  to  the  extent  of  eliminating  the  examination 
that  all  applicants  were  required  to  pass,  offering  these  men  an  opportunity 
to  become  members  by  merely  tilling  out  an  application  and  paying  tlie  regular* 
initiation  fee. 

Practically  every  man  working  at  calking  has  been  approached  repeatedly 
to  join  and  about  100  of  the  men  that  worked  as  nonunion  men  have  joined ; 
the  others  refuseil,  although  some  did  pay  a  deposit  on  their  initiation  fee  and 
then  refuse  to  become  members.  As  proof  of  the  fact  that  tl)e  calkers  offered 
every  opi)ortunity  to  these  men,  we  hereby  submit  the  applications  which  were 
filled  out  by  the  men  themselves  who  later  refused  to  appear  for  initiation. 

(Application  for  membership  reads  as  follows:) 

UNiTia)  Brothekhood  of  Carpentebs  and  Joiners  of  America, 

Portland,  Oreg.,  ,  19 — . 

Initiation  fee,  $ . 

Desiring  to  become  a  member  of  local  union  No.  ,  U.  B.  of  C.  and  J. 

of  A.,  I  hereby  make  application  with  accompanying  fee  and  vouchers,  and  should 
i  fail  to  appear  for  initiation  within  30  days  from  date  I  agree  to  forfeit  the 
fee  paid. 

Name:   .    Age:    .    Born:  Year,   ;    month,    ;    day, 

.    General  health:  .    Residence:  . 

Believing  the  above-named  person  duly  qualified,  we,  the  undersigned,  rec- 
ommend him  for  membership. 


VouchevB. 
We,  the  undersigned,  report        favorably  on  the  above  application. 


Investigating  committee. 

If  married,  wife's  health: .    [Across  end  of  application.] 

Note. — ^All  applications  must  be  vouched  for  by  two  members  in  good  stand- 
iDg  and  must  be  filed  away  by  the  R.  S.  for  future  reference. 
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The  following  applications  were  submitted: 


Name. 


A .  irine^ 

H.  Trorablay 

O.  A.  Reed 

L.  Bracy 

Erik  Bjbrkman 

M.C.  Miller 

R.  TTambeck , 

Wra.H.  McKay 

B.  E.  Cameron , 

n.  Outh 

E.  E.  ^Vhite 

E.  F.  Drews 

Ray  W.  BronvTi , 

J.S.  Pierce 

A.  G.  Van  Camp , 

R.  B.  ireadley 

Karl  Adde 

Albert  L.  Ivovc 

Osrtir  BoIIif;cr 

B.  E.  Brown , 

C.  W.Ellsworth 

W.H.  Scott 

Ceor?e  Cresson , 

R.  W.  Bosbor 

C.  Krans 

B.C.  Morris 

R.  r>.  McwtLs 

H.  A.Smith 

Frank  Rogers 

Joe  Olessner , 

E.  R.  TIasselwood , 

Clarence  N.  Thorcsen 

E.  E.  Walters 

Geo.  M.Wells 

l.H.Beer 

Goo,  B.  Powell , 

AUred  G.  Fchtle 

L.  C.  Ounlap 

Otto  Frame , 

C.  L.  Ridout 

J.n.Sora 

Frank  F.  Jl?cor 

Walter  U.  Koppe 

W.J.Olive 

O.T.Hartley 

S.  Wlnther 

J.  Cro7.ior , 

Walne  Ojrtrom 

W.  Svlniscn 

F.  M.  Duley 

E.  W.Rier 

W.C.  Peters 

Jack  Gay 

Matt  W.  Zimmerman 

Johnir.Smith 

Felix  Hemonen  (T)  (Astoria). 

Sam  (red  Polvi  (Astoria) 

Henry  Wilson 

A.  8.  Hubbard 

J.  M.  Grant 

Guy  Gilbert 

August  Gav,  jr 

H.  G.  Kissler 

V.Girard^. 

W.  M.  Isenberg 

Wm.  Gillenwater 

O.  N.  Gillenwater 

Guy  8.  Clement 

A.  C.  Morrill 

Daniel  Gav 

W.C.OdeU 

F.  F.  FraEler 

H.J,  Fullerton 

J.  E.  Fisher 

M.  A.  Danson 

Grady  Shepard 

B.  H.  Tlllotson 

Milton  Rogers 

C.  Adams 


Date. 


Initiation  lee. 


Dec.  1,1918 
Nov.  22,1018 
Dec.  1,1918 
DeCi     7,1918 


Amoont. ,     Faid. 


Nov.  22, 

do.. 

Nov.  22. 
Nov.  1, 
Nov.  5, 
Nov.  1, 
Nov.  15, 
Nov.  12, 
Nov.  15, 
Nov.  17, 
Nov.  15, 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

Nov.  12, 
Nov.  15, 
Oct.   28, 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 

do.. 


1918 


1918 
1018 
1918 
1918 
1918 
1918 
1918 
1918 


S30.00  I. 

5.00  i. 

30.00  . 


r 


30.00 


1918 
1918 
1918 


Oct.  28,1918 
Jan.  29,1919  I 

do ' 

Nov.  14,1918 
Nov.  4,191*< 
Oct.  20,1918 
Oct.   28,1918  , 

do 

do 


Oct.   28,1918 

do 

Nov.  12,1918  ' 
Oct.   29,1918  I 
Nov.  16,1918 
Oct.   30, 1918  ' 
Oct.   28,1918  , 

do • 

do 

do 

....do 

do 

....do 

Nov.  5,1918 
Oct.  19,1918 
Dec.  21,1918 
Dec.  31,1918 

do 

Dec.  24,1918 
Nov.  1,1918 
Oct.  28,1918 
Nov.  12, 1918  : 


30.00 

ao.flo 

30.00 


30.00  i 

30.00  ' 

30.00  . 

30.00  I 

30.00 

30.00 

30,00 

30.00 

30.00 

30.00 

.«.00 

.W.OO 

30.00 

30.00 

30.00 

5.00 

.1.00 

5.00 

5.00 


30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 


30.00 
30.00 

5.00 
30.00 
30.00 

5.00 
30.00 
3a  00 

3a  00 
3a  00 
3a  00 

&00 

3a  00 
3a  00 
3a  00 
3a  00 
aaoo 

30.00 

3a  00 
3a  00 
-3a  00 

15.00 

3a  00 

5.00 
5w00 
5.00 

3a  00 
3a  00 
3a  00 


3^09 

5.» 
5.Q» 
5.Q& 
S.flO 
5lOD 
5.00 
5.00 
5.00 
5.00 
&.00 
."kOO 
.VOO 
5.  Of 
5.01 
5.00 


5.00 
S.09 
5.00 
5.00 
5.00 
5.00 
500 
5.00 
S.00 
5.09 
5.0O 
5.00 
5.00 
5.00 
5.00 


5.00 
5.00 
5.00 
5.00 
5.00 
5.00 


&00 
5.00 
5.00 
5.00 
5.0O 
5.00 
&0O 
5.00 
5.00 
5.00 
5.00 
5wOO 
5.00 
5.00 


&00 


5.00 
5.00 
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Name. 


^rank  Fisher.... 

).  Qreen 

Lithar  Hilberg. 
.  N.  Huflsmith 

rlen  Jqiibg 

V.  H.  Watts... 

/Ouis  Nelson 

i.  A.  Leavens.., 
I.  H.  Sherman.. 

I.  H.  Usher 

Valter  Lym 

bhn  Ranver 

>wen  BoachiM-.. 

.  F.  Levitz 

i.  E.  McCrea... 
iVank  Weigel... 
Salter  Philippi. 
..yle  W.  Park.., 
J.  O.ChurchUl.. 
i..  K.  Treber... 

I.  C.  Murrey 

.  W.  Lightfoot.. 

[*om  Fox 

iqy  Forsyth 

,  K.  Williams.., 
N,  R.  McCurdy. 
£.  P.  Maher 


Date. 


Oct.  30, 
Nov.  1, 
No^^  2, 
Nov.    4, 

do.. 

Nov.  29, 
Oct.    29, 

do.. 

Nov.  9, 
Nov.  19, 
Nov.  22, 
Nov.  20, 
Nov.  25, 
Nov.  2, 
Dec.  3, 
Nov.  16, 
Nov.  1, 
Nov.  31, 
Oct.  30, 
Jan.  21, 
Nov.  24, 


1918 
1918 
1918 
1918 


1918 
1918 


1918 
1918 
1918 
1918 
1918 
1918 
1918 
1918 
1918 
1918 
1918 
1919 
1918 


Initiation  fee. 


Amount. '     Paid. 


Oct.  28,1918 
do 

Nov.  1,1918 
Oct.  28,1918 
Oct.   29,1918 


ssaoo 

30.00 
30.00 
3a  00 
30.00 
30.00 
30.00 
30.00 

3a  00 

30.00 
30.00 

saoo 

30.00 
30.00 
30.00 


30.00  ' 
5.00 
30.00 


30.00 


30.00 
30.00 
30.00 
30.00 
30.00 


15.00 
5.00 
5.00 
5.00 
5.00 
5.00 
5.00 
5.00 
5.00 
7.50 
6.00 
6.00 

16.00 

laoo 


laoo 


5.00 
5.00 
5.00 
5.00 
6.00 


yir.  Safacon.  I  would  like  to  ask  Mr.  Anderson  a  couple  of  questions. 

Question.  What  yards  did  the  men  work  In  that  had  made  application? — 
Answer.  I  will  say  the  majority  are  Grant  Smith;  there  are  several  from  the 
Standifer  and  the  Ck)ast  yard  which  took  the  stand  they  would  employ  nonunion 
men. 

Question.  But  the  applications  are  from  practically  every  yard  in  the  dis- 
trict?— Answer.  The  large  yards,  Grant  Smith  particularly. 

Mr.  Safacon.  To  further  substantiate  those  statements  and  the  testimony 
jffered  that  the  calkers  did  everything  possible,  and  contradict  the  statement 
they  were  discriminated  against,  I  would  like  to  call  on  Mr.  Benjamin  Homellus, 
cvho  was  the  business  agent  for  the  calkers. 

Answer.  Mr.  Chairman,  the  only  thing  I  can  say  Is  this :  That  for  a  year  after 
the  strike  at  the  Grant  Smith  yard  we  made  every  effort  to  organize  these  men ; 
personally  I  believe  I  saw  practically  every  man  that  was  working  in  the 
Columbia  River  district  to  try  to  get  him  Into  the  organization.  Lots  of  the 
men  signified  their  willingness  by  signing  applications ;  others  refused  to  have 
anything  to  do  with  the  organization  at  all.  At  one  time  we  had  the  Grant 
Smith  men  organized  about  82  per  cent  or  80  per  cent  w^hen  the  manager  of  the 
yard,  I  believe,  discharged  a  good  number  of  the  men  because  they  had  joined 
the  union,  and  also  the  Vancouver  yard  was  100  per  cent  organized  when  the 
management  over  there  closed  down  the  yard,  discharged  all  union  men  and 
hired  all  men  that  previously  worked  at  North  Portland  and  Grant  Smith,  non- 
union men,  and  since  that  time  the  management  has  absolutely  refused  to  hire 
any  union  men  in  Vancouver.  The  men  at  the  present  time  in  this  new  organi- 
zation had  no  cause  to  say  that  they  had  not  the  opportunity  to  come  into  the 
original  local,  because  Mr.  Safacon  and  myself  had  gone  la«t  summer  from  yard 
to  yard  trying  to  organize  them,  and  certain  men  In  this  new  organization 
have  refusetl  time  after  time  to  have  anything  to  do  with  us  whatsoever.  AVe 
have  even  gone  so  far  as  to  go  to  their  homes  at  night  and  on  the  job  In  the  day 
time  to  trj'  to  get  these  men,  but  with  the  same  result,  that  they  would  not  join. 
Even  to-day  they  still  take  that  same  position  that  they  will  not  join  the  original 
organization. 

Mr.  Safacon.  To  furtlier  substantiate  that  fact  wo  would  like  to  have  the 
business  agent  of  the  maritime  council,  Mr.  R.  A.  Mclnnis,  answer  a  few 
questions.     [To  Mr.  Mclnnis:] 

Question.  Did  you  ever  try  to  organize  these  men? — Answer.  I  did,  on  several 
occasions;  not  only  with  myself,  but  have  taken  the  matter  up  i)ersonally  with 
General  President  Hutchinson,  and,  in  a  letter  sent  to  (General  President 
Hutchinson,  he  sent  In  General  Organizer  Safacon  to  work  witli  me,  to  try  to 
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line  up  thesp  men  for  the  organization.  After  worlvinjf  with  the  men  con- 
tinually for  two  weeks,  Brother  Safacon  receive*!  orders  to  leave  the  district. 
Hutchinson  wired  me  that  he  was  sending;  in  Organizer  McFee  to  take  up  the 
work  that  Mr.  Safacon  had  not  completed.  Brother  McFee  and  myself  went 
to  the  yard  week  after  week,  met  the  men  outside  the  jiate,  talked  with  thefii 
Individually  and  collectively,  with  no  result.  We  further  arranged  with  the 
men  at  the  yard  to  meet  one  Sunday  afternoon  in  the  hall  of  the  ealkers* 
organization  either  colle<?tively  or  by  committee  for  the  purpose  of  outlining  a 
program  whereby  all  the  men  working  at  calking  at  the  (J rant  Smith  yard 
could  be  taken  Into  the  organization  as  a  body.  The  meeting  was  arranged, 
the  calkers  were  on  hand,  waited  two  hours,  and  no  c«mnnlttee  or  Individual 
from  the  yard  Mhowed  up.  We  even  conducte<i  our  efforts  to  organize  thes^  men 
up  to  the  present  time. 

Mr.  Safacon.  I  would  like  to  ask  Mr.  Burger  some  questions : 

Question.  You  work  in  what  yard? — ^Auswer.  Grant  Smith. 

Question.    At  what  work? — Answer.  Calking. 

Question.  About  when  did  you  join  the  calkers'  union? — Answer.  Made  ap- 
plication October  15,  1918. 

Question.  About  how  many  calkers  worked  In  the  yanl  at  that  time — 
Ans^'er.  I  should  Judge  between  50  and  75;  75  on  the  south  ways;  about  100 
in  the  whole  yard. 

Question.  Was  there  any  of  the  men  that  comprised  this  new  chartered  union 
working  in  the  yard  at  that  time? — Answer.  Yes,  sir ;  there  were  men  there. 

Question.  A  lot  of  the  men  that  now  comprise  this  new  union  were  men  work- 
ing In  the  yard  when  you  were  working  there  and  Joined  the  calkers'  union  ? — 
Answer.  Yes. 

Question.  Were  they  approached  to  Join  the  calkers'  union? — Answer.  They 
were  given  all  the  opportunity  could  be  given  to  come  in. 

Question.  They  had  been  asked  to  come  in? — ^Answer.  Ye& 

Question.  About  how  many  men  out  of  the  yand  Joined? — Answer.  About  45; 
I  was  one  of  them. 

The  Board.  You  are  a  member  now? 

Answer.  Yes,  sir. 

Question.  How  long? — Answer.  November  17,  1918. 

Question.  Was  there  any  discrimination  shown  at  that  time  against  any  of 
those  calkers  by  the  calkers*  union? — ^Answer.  Not  that  I  was  aware. 

Mr.  Safacon.  They  were  given  every  opportunity  to  Join? 

Answer.  Yes. 

The  Board.  Was  there  any  attitude  of  the  firm  or  any  part  taken  by  the 
Grant  Smith  yard  against  organizing  the  calkers  at  tlie  time  you  Joined  the 
organization? 

Answer.  I  could  not  say. 

Question.  Where  are  you  working  now? — ^Answer.  At  the  Peninsula. 

Question.  How  long  since  you  worked  at  the  Grant  Smith? — ^Answer.  I  left 
there  February  21,  1919. 

Mr.  Safacon.  To  your  knowledge  was  there  any  of  the  men  that  comprised 
the  newly  chartered  union  working  against  or  trying  to  prevent  the  organization 
in  the  yard  at  that  time— discourage  it? 

Answer.  Yes ;  I  think  there  was  a  movement;  about ;  it  was 

Question.  Do  you  know  of  any  names  of  any  of  them? — ^Answer.  There  is  a 
number,  but  I  don*t  know  their  names. 

The  Board.  In  what  way  were  they  discouraged? 

Answer.  They  Just  didn't  believe  this  organization  was  all  right. 

Question.  How  lon^  have  you  been  working  at  calking?— Answer.  About  18 
months. 

Question.  Will  you  state  to  the  board  the  general  efficiency  of  the  calkers 
employed  in  the  Grant  Smith  yard  at  the  time  you  Joined?  What  percentage 
employed  in  that  yard  ?— Answer.  The  biggest  percentage  were  calkers  In  this 
organization ;  then  they  put  on  their  beetlers  as  calkers. 

Question.  You  mean  by  that  statement  the  men  who  were  qualified  to  become 
calkers  came  out  of  the  yard  and  Joined  the  organization?— Answer.  The  bi»est 
majority. 

Question.  Those  that  could  not  Join  the  organization  were  the  ones  that  did 
not  Join? — ^Answer.  Yes,  sir. 

Mr.  Safacon.  At  the  time  you  made  application  did  you  have  to  pass  an 
examination? 
Answer.  No. 
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Question.  You  were  admitted,  as  others  were  about  that  time,  by  Just  making 
applicaUon,  tilling  out  an  application— examination  eliminated— no  questions 
asked  you?— Answer.  Yes,  sir. 

The  Board.  Did  not  have  to  do  any  calking  before  a  committee? 
Answer.  No^ 

Mr.  Safacon.  To  your  knowledge,  the  same  proposition  was  presented  to  all 
the  men  at  that  time? 
Answer.  Yes,  sir. 

The  Board.  Did  you  fill  out  an  application  completely  answering  all  Ques- 
tions? * 

Answer.  Yes,  sir. 

Question.  You  were  not  asked  that  question  as  to  how  long  vou  had  been 
working  at  the  calking  business  at  the  time  you  made  application  ?— Answer. 
After  some  discussion  amongst  the  different  officers  of  the  organization  it  was 
explained   that  this  question   as   to   service   was   waived   in   the  annlication 
although  it  was  asked. 

Mr.  Jones.  In  introducing  this  witness  your  object  is  to  seek  to  prove  that 
no  examination  was  required  of  these  men? 

.-^^l  Safacon.  No;  I  seek  to  prove  this  fact:  Statements  have  l)een  made 
?,^  reason  that  these  men  were  chartered,  and  also  the  reason  that  these 
men  did  not  come  into  the  calkers'  local.  Is  that  they  were  discriminated 
against,  and  the  reason  of  their  present  attitude  is  that  the  calkers  were 
dlscrimmated  against.  I  am  simply  offering  this  testimony  to  prove  that  every 
^  ^  ^X^  ™*^*^  ^^  *^^  calkers  and  every  courtesy  extended  these  men. 
I  J  Board.  Mr.  Burger,  did  the  old  calkers'  union  make  repeated  efforts  to 
induce  the  men  in  the  yard  to  become  members  of  their  organization? 

Answer.  Yes ;  they  were  down  there  two  or  three  times  a  week. 

Question.  Did  you  respond  to  the  first  request,  or  were  you  solicited  more  than 
once? — Answer.  More  than  once. 

Ehccnsed. 

Mr.  Safacon  then  called  on  Mr.  Charles  Boucher : 

Question.  You  have  been  a  member  of  the  calker's  union  about  how  long?— 
Answer.  About  9  months ;  I  joined  in  December ;  I  made  out  my  application  in 
October  and  went  in  in  December. 

Question.  Where  did  you  work  ?— Answer.  At  Grant  Smiths. 

Question.  At  the  time  that  they  asked  you  to  join  the  union,  do  you  know 
if  they  asked  any  of  the  other  men  emloyed  to  join?— Answer.  Yes,  sir;  I  was 
outside  of  the  gate  and  heard  Mr.  Homellus  ask  all  the  men— Invited  them  in ; 
I  helped  to  do  this  Inside  and  asked  the  men  to  come  out  myself. 

Question.  How  many  men  were  employed  ?— Answer.  There  were  about  80  at 
that  time. 

Question.  Was  that  the  first  time  you  had  been  approached  to  join? — Answer. 
Tes ;  that  was  that  time. 

Question.  Do  you  know  if  there  was  any  effort  being  made  by  the  men  in  the 
yard  to  discourage  organization? — ^Answer.  Yes,  sir. 

Question.  Do  you  know  if  there  are  any  of  the  men  members  of  the  newly 
chartered  union ?— Answer.  Yes;  Mr.  Charley  Wheaton  is  one  of  them. 

Question.  What  is  his  position  in  the  yard? — ^Answer.  He  Is  calker  foreman. 

Question.  He  is  a  member  of  the  new  organization? — Answer.  I  understand 
he  is. 

Question.  There  were  a  numl>er  of  the  representatives  of  the  calkers'  union 

came  down  there  to  the  yard  and  talked  to  those  men Answer.  Yes;  I  met 

them  several  times  at  the  gate ;  they  were  trying  to  organize  the  men. 

The  BoABD.  What  statements  were  made  to  you  by  the  organization? 

Answer.  They  just  asked  us  If  we  would  join  the  organlaztlon,  and  I  said 
yea. 

Question.  As  to  your  qualifications  for  membership? — ^Answer.  None  at  all; 
just  said  if  we  were  calkers  and  wanted  to  join  the  union  thqy  would  take  us 
in ;  would  fill  out  an  application  for  us  at  any  time. 

Question.  Did  you  have  to  pass  an  examination  when  you  joined? — ^Answer. 
No. 

Question.  You  did  not  have  to  go  before  a  committee  and  be  examined  as  to 
your  meclianical  ability? — ^Answer.  No,  sir. 

Question.  About  how  many  of  the  men  joined  out  of  the  men  working  in  the 
yard  at  that  time?— Answer.  I  understood  about  40  at  that  one  time  went  in 
from  each  ways;  there  were  the  south  ways  and  the  north  ways.  They  made 
out  their  application,  but  I  guess  some  of  them  never  appeared. 
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Question.  About  the  other  40  refused? — Answer.  Yes,  sir. 

Question.  What  reasons  did  they  give? — ^Answer.  They  had  a  good  nuiny 
different  reasons;  they  said  they  had  been  discriminated  against  by  the  old 
calipers  and  others;  just  said  they  merely  wanted  th^n  to  fill  out  the  applict- 
tions,  and  they  would  never  take  them  in. 

Mr.  Safaoon.  The  fact  is  that  when  you  filled  out  an  ai^licatiou  and  came  op 
to  the  union  you  were  Initiated? — ^Answer.  Yes,  sir. 

Question.  To  the  best  of  your  knowle<lge,  the  other  men  were  given  the  saxce 
opportunity? — ^Answer.  Yes. 

The  Board.  Were  there  any  of  the  superintendents  or  foremen  or  deputy  fore- 
men discouraging  the  calkers  from  going  into  the  union? 

Answer.  Mr.  Langille  was  my  superintendent;  I  was  foreman;  I  tspoke  to 
him  about  Joining,  and  he  told  me  that  was  up  to  me  if  I  wanted  to,  but  said  be 
would  give  me  a  good  fair  warning  not  to  talk  any  union  talk  in  this  yarl 
"  because  if  you  do  we  will  have  to  let  you  go  "  he  said ;  he  was  calker  super- 
intendent at  that  time. 

Question.  Was  there  any  other  official  of  the  Grnnt  Smith  Go.  said  anythi&s 
at  tiiat  time? — Answer.  Not  that  I  know  of. 

Mr.  Safacon.  What  was  your  position  for  the  Grant  Smith  Go.  on  the  dry 
dock? — Answer.  I  was  calker  foreman. 

The  Board.  Are  you  with  them  now? 

Answer.  I  have  not  been  since  we  have  been  out. 

Question.  Do  you  remember  any  of  tlie  names  of  the  foremen  besides  your- 
self in  charge  of  any  of  the  work  there? — ^Answer.  Mr.  Goodwin  was  ship  super- 
intendent on  the  south  ways;  of  course,  he  worked  on  the  four  vessels,  ^cb 
one  had  a  different  foreman ;  I  got  my  orders  from  him. 

Question.  Can  you  remember  a  foreman  having  any  crew  of  calkers? — ^An- 
swer. I  was  the  only  one  on  the  south  ways ;  Mr.  Tiebo  was  the  deck  foreman. 
I  just  calked  the  top  sides. 

Question.  Did  you  get  the  Impression  that  the  company  did  not  care  to  have 
the  men  become  members  of  the  union? — Answer.  I  didn't  know;  they  never 
said  anything  jto  me  only  what  Mr.  Langille  told  me,  and  I  asked  him  that  ques- 
tion myself ;  he  was  calker  superintendent. 

■  Question.  That  the  company  objected  to  any  union  activities? — Answer.  He 
jsaid  I  could  join  the  calker's  union  if  I  wanted  to,  but  should  not  speak  to  any 
.of  the  men  of  joining  the  union. 

Mr.  Safacon.  Did  he  leave  the  impression  with  you  that  if  you  even  sdiowed 
any  union  spirit  you  would  be  discharged? 

Answer.  He  asked  me  what  I  was  going  to  do,  and  I  said  I  was  going  to 
join  organized  labor  and  walked  away. 

Question.  Then  that  was  the  impression  went  out  into  the  yards? — ^Ans^ver. 
I  suppose  so.  Mr.  Wheaton  said  he  was  advised  by  Mr.  Langille  not  to  Join. 
I  said  he  did  not  advise  me  in  that  way. 

Question.  Was  it  the  impression  among  the  men  that  the  representatives  of 
the  company  were  opposed  to  the  men  organizing? — ^Answer.  Yes,  sir. 

Question.  And  a  fear  they  would  be  discharged? — Answer.  Yes;  there  were 
several  of  my  men  came  to  me  and  asked  me  if  there  was  any  danger  of  losing 
their  job  if  they  joined  the  union.  I  told  them  I  didn*t  know,  only  I  had 
heard  it  spoken  amongst  the  other  men. 

The  Board.  Do  you  know  of  any  man  actually  discharged  on  account  of  join- 
ing the  union? 

Answer.  No;  I  do  not. 

Mr.  Vanderpool.  Were  you  a  forenum  calker  at  the  time  you  joined  the 
union  ? 

Answer.  Yes,  sir. 

Question.  This  man  Wheaton  a  foreman? — Answer.  Yes,  sir. 

Mr.  Safacon.  Are  we  to  understand  that  the  carpenters  have  subscribed  to 
this  or  are  we  to  understand  that  they  have  not  or  is  Mr.  Vanderpool  r^re^ 
senting  himself  or  anybody? 

Mr.  Jones.  Mr.  Vanderpool  is  here  at  the  express  invitation  of  the  Emer- 
gency Plet*t  Corporation  for  the  reason  that  we  felt  that  the  district  council  was 
.entitle<l  to  representation  here.  We  called  the  district  council  and  asked  them 
to  appoint  some  one  to  appear  at  this  conference.  Mr.  Vanderpool  is  here,  then, 
representing  this  council,  and  I  think  we  would  like  to  accord  to  liim  foil 
liberty  to  participate.  I  think  that  is  the  idea  of  the  E.  F.  C,  that  he  be 
extended  every  courtesy  with  or  without  subscribing. 
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The  BoABO  (the  chairman).  All  questions  are  in  order,  no  matter  from  whom 
they  come.  The  board  will  take  into  consideration  this  fact  that  if  the 
carpenters  do  subscribe  we  will  know  that.  If  later  on  it  develops  they  do 
subscribe,  then  such  evidence  that  is  given  can  be  taken  into  consideration. 

Meeting  adjourned  until  2  p.  m. 

Mr.  Henry  Powers,  president  of  the  Culkers'  Local,  No.  1,  was  called  by  Mr. 
Safacon: 

Question.  Yon  were  workiutr  for  the  Grant-Smith-Porter  Co.  when  the  original 
trouble  occurreil? — Answer.  In  January,  1918,  when  the  trouble  first  started. 

Quej<tion.  The  statements  made  in  reference  to  how  that  controversy  occurred 
und  the  attitude  of  the  company  at  that  time  are  about  correct? — Answer.  Yes; 
as  far  as  stated  there. 

Question.  Were  you  on  any  of  the  committees  that  met  at  that  time? — ^Answer. 
I  was  on  a  conmiittee  consisting  of  Messrs.  Homelius,  Graham,  and  myself,  and 
when  the  matter  came  up  of  putting  on  outside  men  we  waited  on  Mr.  Hauser 
and  told  him  that  we  would  make  all  the  calkers  necessary,  according  to  the 
rules  of  our  or&:nnlzation,  but  he  insisted  he  was  running  an  open  shop.  I  for 
one  told  him  we  had  no  quarrel  as  to  open-shop  proposition,  but  speaking  for 
the  men  hired  under  union  conditions  to  come  to  Grant  Smith  from  San  Fran- 
cisco that  we  had  always  worked  union  conditions,  and  that  was  tlmt  every 
man  worldng  with  us  must  carry  a  card,  and  those  conditions  we  were  working 
under  and  hired  under  and  we  insisted  that  the  firm  Grant  Smith  fulfill  their 
agreement  as  to  the  way  we  were  hired,  and  he  insisted  we  w^as  to  work  open 
shop ;  we  said  the  only  thing  we  could  do  under  the  clrcun^stances  was  to  leave 
him  to  run  the  yard  open  shop;  that  we  did  not  work  open  shop,  because  we 
were  hired  under  union  conditions. 

Question.  At  that  time  there  were  no  nonunion  yards  here? — Answer.  Not  to 
my  knowledge;  the  yards  at  that  time  that  were  using  calkers  were  all  union 
shops :  the  district  was  considered  a  union  district. 

Question.  No  nonunion  men  working? — Answer.  Not  to  my  knowledge. 

Question.  That  was  in Answer.  In  January,  1918. 

The  Board.  When  those  40  men  were  brought  in  what  was  the  condition? 
Were  there  any  conditions  stated,  either  verbally  or  in  writing?  I  understand 
jou  brought  them  in. 

Answer.  The  calkers,  I  believe,  sent  a  telegram,  the  foreman  from  Grant 
Smith  to  San  Francisco,  stating  that  they  were  working  union  conditions,  and 
■we  come  here  and  went  to  work  under  union  conditions. 

Question.  Do  you  know  of  any  repeated  efforts  made  to  induce  the  men  work- 
ing in  the  Grant  Smith  yard  to  become  members  of  the  local  calkers'  union? — An- 
swer. After  Grant  Smith  succeeded  in  getting  these  men  in  we  immediately 
went  about  to  organize  the  men  they  had  there,  and  it  has  been  the  policy  of 
our  organization  to  take  all  men  in  that  are  working  in  the  business. 

Mr.  Safacon.  During  your  term  of  office  as  the  president  of  the  organization 
do  you  recall  any  time  when  there  were  a  large  number  of  men  initiated? 

Answer.  Last  November  in  there  we  took  on  one  Sunday  alone  over  sixty  odd 
members  that  were  from  Grant  Smith  and  Vancouver. 

The  Board.  What  was  the  nature  of  their  examination? 

Answer.  The  nature  of  their  examination  was  this:  As  far  as  we  were  con- 
cerned, we  looked  at  it  that  they  were  good  enough  for  the  boss,  they  were 
good  enough  for  us,  so  we  did  not  put  them  through  any  practical  examination 
as  far  as  mechanical  abilit3'  was  concerned. 

Question.  Was  there  ever  a  time  that  the  calkers  could  not  furnish  calkers 

to  the  Grant  Smith Answer.  No  there  never  was  a  time  that  they  couldn't 

furnish — they  could  furnish  at  all  times  If  they  were  permitted;  we  agreed  to 
furnish  Mr.  Hauser  with  all  calkers  and  material  for  calkers  if  necessary. 

Mr.  Safacon.  That  is,  you  did  recognize  a  shortage  of  journeymen  at  that 
time,  but  were  willing  to  increase  the  number? 

Answer.  At  the  time  we  were  forced  out  of  the  Grant  Smith  yard  we  were 
practically  up  with  the  work ;  at  that  time  the  foreman  offered  to  put  up  a  bond 
of  $500  that  he  would  finish  the  vessels  in  the  prescribed  time,  one  every  two 
weeks. 

Question.  Who  was  the  foreman? — Answer.  McCarthy;  referring  back,  as  one 
of  the  committee,  1  asked  Mr.  Hauser  how  many  calkers  he  needed ;  he  said  he 
did  not  know ;  I  turned  to  Mr.  Carlson  and  asked  him ;  he  said  he  didn't  know ; 
then  I  asked  what  did  they  base  their  argument  on  that  they  did  not  have  enough 
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calkers ;  it  was  after  that  that  the  foreman  had  offered  to  deposit  $500  to  ton 
the  vessels  out  on  time  as  far  as  the  calkers  were  concerned. 

The  Board.  This  particular  foreman,  was  he  a  member  of  the  calkers*  union? 

Answer.  He  was  a  member  of  the  calkers'  union. 

Mr.  Safacon.  He  was  the  head  foreman  in  the  yard? 

Answer.  The  head  foreman  In  the  yard,  and  had  two  subforemen  under  hiio, 
Homelius  and  Percival. 

Question.  You  stated  one  of  the  foremen  sent  a  telegram  to  San  Francist» 
for  calkers;  stated  it  was  for  a  union;  is  this  the  same  foreman ?- 
Yes,  sir ;  that  Is  the  telegram  we  responded  to  and  came  up. 


Question.  You  came  up  as  one  of  them? — Answer.  I  came  up  as  one;  that 
around  December  23  or  22,  1017 ;  I  at  that  time  was  making  arrangements  to  g» 
to  Seattle ;  instead  of  going  there  we  came  here. 

Mr.  Safacon.  The  controversy  that  occurred  in  the  yard  was  about  the  date 
specified  here? 

Answer.  In  January,  1918. 

The  BoAKD.  There  was  no  controversy  between  September  3  and  January, 
1918? 

Answer.  Not  to  my  knowledge ;  we  were  working  two  weeks  before  any  of  tlife 
controversy  occurreil. 

Mr.  Safacon.  How  many  vessels  at  that  time? 

Answer.  Eight  started  and  only  two  of  them  partly  planked ;  we  were  woiidng 
on  both  vessels. 

Question.  How  many  calkers  generally  are  on  a  vessel? — ^Answer.  At  that 
time,  say.  15  or  20  calkers  could  take  care  of  the  vessel. 

The  BoABD.  About  how  long  did  it  take  them  to  finish  the  vessel? 

Answer.  At  that  time  about  four  weeks. 

Mr.  Safacon.  That  Is,  if  they  were  left  to  do  the  work? 

Answer.  Yes. 

The  Board.  This  time  you  8i)eak  of,  was  that  prior  to  the  first  shipyard 
strike  here? 

Answer.  No;  after  the  shipyard  strike — the  first  .shipyard  strike  was  in 
September,  1917. 

Question.  Then  the  calkers  did  have  union  conditions  after  the  shipyard 
strike? — Answer.  Yes,  sir;  In  Grant  Smith  had  it  for  a  whole  long  two  weeks 
or  14  days. 

Question.  What  was  the  reason  of  the  company  for  changing  their  ix>llcy? — 
Answer.  The  only  reason  I  know  was  the  fact  that  Mr.  Hauser  in.««isted  on 
running  open  shop. 

Question.  It  was  not  because  you  could  not  fiu-nlsh  calkers? — Answer.  We 
could  have  furnished  calkers  under  the  same  conditions  we  had  been ;  I  know 
I  stopped  men  from  coming  myself  after  we  walked  out. 

Mr.  Safacon.  I  would  like  to  ask  Mr.  Homelius  a  question  In  connection  with 
this  same  subjei't: 

Question.  Mr.  Homelius,  how  long  have  you  been  in  the  dLstrlct? — Answer. 
Going  on  three  years. 

Question.  That  would  date  back  to  when? — Answer.  To  1916. 

Question.  Any  time  previous  to  this  controversy  what  were  the  conditions 
worked  under  In  this  district? — Answer.  Absolutely  union. 

Question.  Any  place  nonunion  t*onditions? — Answer.  Not  a  place  in  the  whole 
Columbia  River  district. 

The  Board.  Where  were  they  building  ships  at  that  time? 

Answer.  McCormlck  yard  had  a  few  ships  building.  I  beliCA-e;  they  were, 
T  believe,  under  absolutely  union  conditions.  Supple  was  doing  repair  work. 
and  also  Nelson,  of  South  Portland,  did  repair,  but  It  was  on  union  eondltiODa. 

Question.  Any  In  Astoria? — Answer.  Not  at  that  time. 

Question.  How  jibout  dry-do<*k  work? — Answer.  All  was  union  work. 

Question.  Did  one  set  of  contractors  work  on  the  dry  dock? — Answer.  All 
contractors.  Mr.  Mcintosh  did  most  all  the  deep-water  work;  worked  union 
conditions  fot"  a  good  many  years ;  I  worked  for  him  myself. 

Mr.  Safacon.  The  fact  is,  then,  there  were  no  nonxmion  workmen  In  the  dis- 
trict at  all? 

Answer.  None  at  all. 

The  BoAKD.  Do  you  remember  what  section  was  under  the  affiliated  at  that 
time? 

Answer.  Previous  tc»  the  war  the  calkers  were  afllllated  with  the  old  water- 
front federation. 
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Question.  That  is,  they  were  affiliated  with  that;  were  organized  and  worked 
together? — Answer.  Yes,  sir. 

Mr.  Safacon.  As  a  result  of  this  controversy  which  occurred  In  January, 
1918,  the  union  men  left  the  employ  of  the  Grant  Smith  yard  and  the  nonunion 
men  remained  in  their  employ,  and  the  representatives  of  the  calkers  continued 
tbelr  efforts  to  organize  these  men? 

Ami  through  one  Mr.  W.  F.  Burger,  a  delegate  of  the  district  council  of  car- 
penters, the  men  In  tlie  employ  of  the  Grant  Smith  Co.  signed  an  application 
for  a  calkers'  charter.  This  application  was  refused  hy  the  Brotherhood  of 
Carpenters,  and  I,  as  an  organizer  of  the  Brotherhood  of  Carpenters,  was  sent 
into  the  district  to  notify  the  applicants  that  the  charter  had  been  refused  or 
denied  on  the  grounds  that  there  was  a  calkers*  union  which  had  jurisdiction 
in  this  district,  and  the  men  desiring  to  make  application  or  become  union 
men  could  join  this  union.  , 

Many  of  the  men  availe^l  themselves  of  the  offer  to  become  union  men  and 
did  join,  while  others  stated  that  they  would  not  join  without  changing  the 
then  present  officers  jind  rules  of  the  cnlkers'  union. 

We  continued  our  efforts  to  organize  these  men,  and  when  the  order  was 
issued  by  the  Shipping  Board  to  recalk  the  Fleet  Corporation  vessels,  the  ques- 
tion was  again  taken  up  with  Mr.  Hall,  assistant  district  manager,  with  a 
view  of  getting  control  of  this  work.  Agreement  was  reached  whereby  the 
men  would  go  back  to  work  for  the  Grant  Smith  Co.  on  the  dry  dock,  and  the 
men  in  tlie  yard  that  were  qualified  to  be  taken  into  the  union,  and  the  others 
tbat  were  not  qualified  as  mechanics  would  be  eliminated. 

The  men  in  the  yard  refused  to  become  members  of  the  union  unless  the 
calkers'  union  took  them  in  as  a  body,  the  calkers  taking  the  position  that 
each  man  would  make  application  In  accordance  with  the  agreement  and  the 
laws  of  the  organization.  On  account  of  the  attitude  of  the  nonunion  men  In 
the  yard,  the  union  calkers  were  compelled  to  leave  the  yard,  and  arrange- 
ments were  made  with  Mr.  Hall  that  the  union  men  would  do  all  the  calking 
on  the  dry  dock,  and  also  agreed  that  they  would  finish  all  vessels  they  startetl 
to  work  on.  Appreciating  the  efforts  of  Mr.  Hall,  repeate<l  visits  were  made 
to  his  office  to  ascertain  if  the  work  was  satisfactory,  and  his  answer  was 
always  "  yes." 

The  work  continue<l  until  Tuesday  morning,  August  1,  when  an  order  was 
givon  to  put  the  nonunion  men  that  were  formerly  employefl  In  the  yard  to 
work  on  the  dry  dock,  the  company  taking  the  i)osition  that  they  were  union 
men.  and  It  developetl  that  they  had  been  eiven  a  charter  by  the  Brotherhoo<l 
of  Carpenters  unknown  to  any  of  the  members  of  the  organization  that  had 
jiirisdietion  over  this  work.  This  being  a  direct  violation  of  the  conditions 
agreeil  to  and  a  direct  violation  of  the  fundamental  iiriiiciples  that  organized 
lalH)r  Is  tVmnded  ou  tlie  calkers  refused  to  work  with  or  re<*ognize  these  men. 
Their  action  was  concurred  in  by  the  Metal  Trades  Council  and  the  Central 
Labor  Council,  and  the  firm  of  Grant  Smith  was  placed  on  the  unfair  list. 

As  a  result  of  this  controversy  a  joint  committee  from  the  Metal  Trades 
Council  and  Central  Labor  Council  met  with  representatives  of  the  company 
and  Mr.  Hall,  representing  the  Fleet  C(ni)oratlon,  with  a  view  of  reaching  an 
adjustment.  It  was  agreed  that  the  subject  matter  would  be  referred  to  a 
board  of  arbitration  with  an  understanding  that  all  parties  concerned  would 
abide  by  the  decision. 

We  believe  from  the  facts  and  testimony  presented  that  we  are  right  In 
our  contention  and  request  that  the  conditions  be  established  in  accordance 
with  the  conditions  that  prevailed  at  the  time  of  the  award  of  the  shipbuilding 
labor  adjustment  board  and  in  accordance  with  section  9  thereof,  and  further 
that  these  men  be  not  recognized  until  such  time  as  they  make  application  in 
accordance  with  the  rules  of  the  calkers*  union  and  maritime  district  council, 
and  further  that  work  be  done  in  accordance  with  the  laws  of  the  metal 
trades  council. 
This  concludes  the  presentation  of  the  case  by  the  calkers. 
The  BoABD.  Jn  regard  to  the  organization:  At  the  time  the  organization  of 
the  nonunion  men  was  being  carried  on  by  the  calkers,  what  inducement  was 
given  in  regard  to  the  initiation  fee  or  organization  fee ;  In  paying  their  Initia- 
tion fee  were  they  afforded  the  same  conditions  in  this  locality  and  the  Grant 
Smith  Co.  as  they  were  in  other  localities? 
Answer.  Yes,  sir;  many  of  them  were  given  almost  their  own  time. 
Question.  What  state<l  stipulated  time? — ^Answer.  Thirty  days  the  constitu- 
tion provides. 
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Question.  That  was  eliminated  in  this  case. — ^Answer.  In  many  instance* 
it  was  five  months,  practically  as  much  time  as  they  wanted. 

Mr.  Safacon.  In  other  districts,  the  initiation  fee  Is  $30 ;  in  San  Francises 
it  is  $35;  there  is  no  Instance  that  I  know  of  that  a  member  ever  got  into  a 
union  without  an  initiation ;  this  is  the  one'  district  that  we  waived  all  laws  fur 
Che  purpose  of  extending  nn  open  Invitation  to  these  men  to  be  union  men  if 
they  wanted  to. 

There  is  another  point  that  has  considerable  bearing  on  this  whole  situation, 
showing  the  attitude  of  the  calkers  and  how  anxious  they  were  to  as^st  dw 
Government  to  complete  the  shipbuilding  program.  Realizing  that  tbere  was 
a  shortage  of  calkers  as  Journeymen  at  that  time,  and  knowing  that  possfblj 
these  vessels  would  be  building  in  large  numbers,  not  only  in  this  district, 
but  in  the  Puget  Sound  district,  and  also  knowing  that  when  the  work  started 
there  would  be  work  in  20  yards  where  it  had  only  been  in  two  or  three  yarda, 
I  made  a  visit  to  Seattle  and  met  a  Mr.  Hughes,  who  was  a  special  repre- 
sentative of  the  Emergency  Fleet  Corporation;  also  a  Mr.  Silcox,  a 'representa- 
tive of  the  Department  of  Labor ;  I  think  it  was  in  December,  1917.  We  dis- 
cussed the  labor  question  and  he  was  very  much  interested  in  how  we  were 
going  to  provide  a  sufficient  number  of  men  to  do  this  work.  The  builders  had 
computed  that  in  three,  four,  or  five  months  they  would  be  ready  for  calking 
and  that  there  would  be  a  shortage,  so  I  entered  into  an  agreement  with  them 
that  I  would  take  up  with  the  calkers*  organization  the  question  of  IncreaBtiig 
the  number  of  men  in  the  business  by  putting  apprentices  to  work;  also  hf 
getting  the  calkers  to  allow  the  hawsing  to  be  done  by  men  that  we  would 
train,  and  also  get  men  or  boys  to  spin  oakum,  work  that  the  calkers  had 
always  done,  and  do  the  reaming ;  now  that  would  increase  production  possibly 
40  or  50  per  cent  by  allowing  the  oakum  spinners  and  men  to  do  the  hawsing, 
leaving  the  skilled  mechanics  to  do  nothing  but  the  actual  skilled  work,  the 
driving  of  the  oakum  and  handling  the  tools,  and  through  Mr.  Silcox  of  the 
Department  of  lAbor  I  visited  practically  all  the  yards  in  the  Puget  Soand 
district,  made  a  survey  of  the  contracts  that  were  in  the  district,  the  vessels 
building;  about  the  time  they  expected  to  launch  them,  and  later  checked 
them  up  with  the  Fleet  Corporation's  office  in  Seattle,  and  found  that  by  pat- 
ting one  or  two  apprentices  to  work  with  the  Journeymen  and  allowing  the 
beetlers  and  oakum  spinners,  we  could  take  care  of  the  work  very  easily. 

Aid  through  that  iirranjrrinent  the  siime  thing  was  put  into  effect  here,  be- 
cause I  promised  to  have  the  wane  arranj^ement  put  In  effect  In  the  Portlaml 
district,  and  if  necessary  a:o  to  San  Francisco  and  have  the  .situation  relieved 
here  and  In  IMiget  Sound  by  takli  g  journeymen  out  of  that  district  and  allow- 
ing the  beetlers  and  oakum  spinners  to.  Mr.  Jones  has,  I  believe,  a  copy  of  that 
memorandum  that  we  kept.  That  arrangement  with  the  respesentatives  of 
the  Department  of  I^abor  and  the  Fleet  Corporation  was  absolutely  satisfactory. 
They  reo<)gnize<l  the  fact  that  the  calkers  had  absolutely  union  conditions 
throughout  the  entire  Pacific  coast;  that  there  were  no  nonunion  yards  that  I 
know  of.  Thew  recognized  the  one  fact,  and  that  was  that  the  calkers  had 
union  conditions  and  was  agreeable  to  them,  provided  we  could  show  them  we 
could  take  care  of  the  situation — that  we  would  take  care  of  It  ourselves — and 
I  questioned  him  at  that  time  as  to  whether  the  employers  would  be  allowed  to 
take  advantage  of  the  agreement  we  entered  Into  and  continue  the  beetlers  and 
oakum  spinners  and  others  in  the  work  when  the  emergency  was  over,  or 
whether  or  not  we  could  get  the  same  guaranty  that  they  would  assist  us  in 
revertli'g  to  our  prewar  conditions,  and  he  (Mr.  Hughes)  agreed  with  me  that 
no  employer  would  be  allowed  to  take  ndvantage  of  the  condition  that  was 
agreo<l  on  to  assist  in  the  emergency. 

Tlie  Board.  In  the  issuing  of  this  charter  to  this  new  organization  of  calkers, 
your  constitution  provides  tliat  the  maritime  cout  ell  has  something  to  say  a>)<iut 
that,  is  that  true? 

Mr.  S.\FAC()N.  Well,  the  constitution  provides  as  follows: 

*'  Sk(\  -9.  A  local  union  may  be  orcanized  by  10  or  more  journeymen  car- 
penters or  joiners,  who  must  apply  to  the  general  secretary  and  send  $10  for 
charter  fee;  then  the  general  secretary  shall  forward  charter,  outfit,  and  seal 
provided  the  applicants  are  qualified  according::  to  the  constitution  and  laws  of 
the  United  Brotherhood.  More  than  one  union  mny  berchartereil  In  the  ssime 
city,  provided  no  reast)nal)le  objections  are  offered  by  the  local  union  or  district 
council  In  said  locality." 

The  Board.  Then  your  local  union  did  not  object  to  the  issuance  of  this  new 
charter? 
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Answer.  They  had  no  knowledge  of  the  charter  beh^g  issued  other  than  the 
fact  of  the  information  brought  to  me  at  a  local  meeting  here,  and  I  met  a 
coniiulttee  representing  these  men,  and  in  conversation  with  them  they  men- 
tioDed  the — they  asked  if  they  could  get  a  charter,  and  I  answered  I  did  not 
know,  but  that  there  was  a  procedure  to  follow  in  all  instances  \vhere  men 
wanted  to  be  chartered ;  the  constitution  provides  that  the  application  should 
be  made,  and  the  local  men  naturally  have  an  opportunity  to  either  approve  or 
disapprove,  but  first  of  all  the  question  should  be  Investigated  a  little  further, 
and  I  requested  that  they  get  a  representative  body  of  these  men  that  want  a 
charter  so  that  we  could  have  ah  opportunity  to  talk  it  over  for  the  reason  that 
I  was  not  altogether  satisfied  that  a  charter  would  be  good  for  them,  or  that 
two  unions  would  be  better  than  one;  that  I  was  of  the  opinion  that  one  union 
would  be  better  than  two. 

Mr.  Jones.  What  date  did  the  new  charter  issue  as  of? 

Answer.  I  have  no  idea ;  I  have  not  seen  the  charter  yet. 

Mr.  Vanderpool.  About  July  25,  I  believe;  I  am  not  positive,  but  about  that 
date. 

The  Board.  How  long  has  the  maritime  council  l)een  amalgamated  with  the 
United-  Brotherhood  ? 

Answer.  Since  1913. 

Question.  How  did  they  come  to  amalgamate  at  that  time? — Answer.  The 
question  of  the  maritime  men  first  becoming  aflillate<l  with  the  Brother- 
hood of  Carpenters  was  taken  up  in  San  Francisco  In  1912,  through  a  rep- 
resentative of  the  Brotherhood  of  Carpenters,  Mr.  Sexton,  general  organizer, 
and  negotiations  were  carried  on  between  the  Pacific  Coast  Maritime  Builders' 
Federation  and  the  United  Brotherhood  of  Carpenters  for  a  periml  of  eight  or 
nine  months,  and  in  the  spring  of  1913  representatives  of  the  Pacific  Coast 
Maritime  Builders'  Federation  and  the  United  Brotherhood  of  Carpenters  re- 
duced to  writing  certain  propositions  that  they  wouUl  recommend  to  the  member- 
ship of  the  Pacific  coast  of  the  maritime  organization  and  the  Brotherhood  of 
Carpenters  and  the  representatives  of  the  Brotherhood  of  Carpenters  submitted 
to  the  representatives  of  the  Pacific  Maritime  Builders'  Federation  under  seal-  of 
the  Brotherhood  of  Carpenters  the  following  proposition : 

July  10,  1913. 
Mr.  Dan  Sutheri.and, 

General  President  Pacific  Coast  Maritime  Builders  Federation. 

Dear  Sib  and  Brother:  In  response  to  your  inquiry  as  to  what  the  United 
Brotherhood  of  Carpenters  and  Joiners  of  America  had  to  offer  Id  case  your 
organization  tra^isferred  its  membership  Into  the  brotherhood,  I  will  say : 

1.  That  part  of  your  membership  which  Is  eligible  to  membership,  namely, 
the  ship  carpenters,  calkers,  ship  Joiners,  and  boat  builders,  will  be  transferred 
into  the  united  brotherhood  free  of  initiation  fee,  and  will  be  entered  on  the 
books  of  the  brotherhood  in  the  same  standing  that  they  now  occupy  In  your 
organization.  One  year's  membership  In  the  maritime  would  be  rated  one  year's 
membership  In  the  brotherhood,  with  benefits  as  prescribed  in  the  general 
constitution,  section  80  and  101. 

2.  The  cost  of  affiliation  will  be  25  cents  per  member  per  month,  and  an  addi- 
tional 25  cents  per  quarter,  making  a  total  of  $4  per  member  per  year,  per 
capita  to  the  general  office  at  Indianapolis. 

3.  Tou  will  be  given  the  right  to  form  a  district  council  for  the  Pacific  coast 
composed  of  the  above-named  branches  of  the  united  brotherhood,  and  the 
right  to  aflflliate  with  a  council  embracing  all  branches  of  the  maritime  work, 
organized  in  locals  under  the  banner  of  the  American  Federation  of  Labor. 

4.  After  the  formation  of  this  council  all  men  working  at  the  shipbuilding 
business  will  be  required  to  carry  a  card  issued  by  said  council. 

5.  Membership  In  the  united  brotherhood  thus  held  will  give  you  absolute 
control  of  the  men  working  at  the  shipbuilding  business  on  this  coast,  insures 
you  against  encroachment  on  your  rights  In  time  of  trouble,  and  financial  aid 
in  case  of  strike. 

Inclosed  you  will  find  copies  of  the  constitution  of  the  united  brotherhood, 
and  any  further  information  you  may  wish  will  be  cheerfully  given  either  in 
writing  or  by  attendance  at  your  local  meeting. 
Trusting  this  will  be  satisfactory,  I  remain. 
Fraternally,  yours, 

James  Kjrbt, 
General  President  United  Brotherhood  of 

Carpenters  and  Joiners  of  America. 
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The  BoABD.  That  wag  submitted  to  a  referendum? 

Answer.  This  proposition  was  taken  up  by  the  membership  comprising  tbt 
maritime  organization  on  the  Pacific  coast,  was  voted  on  by  ali  the  unions,  and 
their  delegates  were  instructed  to  vote  for  it  at  a  convention  to  be  held  in  the 
city  of  Portland  in  July,  1913,  and  the  convention  was  held  in  the  Eagles  HaU. 
This  proposition  was  accepted  by  the  maritime  organizations,  the  Brotherbood 
of  Carpenters  was  notified,  and  the  membership  that  comprised  the  maritiiDr 
organizations  transferred  their  membership  to  the  brotherhood.  Charters  wert 
issued,  district  councils  were  organized,  and  things  went  along  harmoniooaly 
until  the  recent  emergency,  when  there  was  considerable  local  controveny 
due  to  the  fact  that  so  many  tried  to  get  into  the  shipyard. 

The  Board.  Has  there  been  any  friction  to  speak  of  since  the  amalgamatlan 
up  to  the  present  time? 

Answer.  There  was  none  at  all  until  this  emergency  where  so  many  men  were 
trying  to  get  into  the  shipyards,  and  a  good  many  complaints  were  lodged  by 
the  carpenters,  the  house  carpenters,  against  members  of  the  maritime  organla- 
tions  claiming,  sometimes,  discrimination ;  other  complaints  were  that  the  men- 
bers  of  the  district  councils  of  house  carpenters  were  not  living  op  to  the 
agreement  in  getting  work  cards,  or  recognizing  in  any  sense  the  laws  of  the 
maritime  council  or  the  agreement. 

The  Board.  That  is  the  only  friction  that  has  come  up? 

Answer.  There  is  another  question  that  has  arisen:  An  order  has  bees 
Issued  by  the  general  president  of  the  Brotherhood  of  Carpenters  ordering  the 
maritime  organizations  to  afiUiate  with  the  carpenters  district  councils^  dis- 
banding the  maritime  councils,  which  is  in  direct  violation  of  the  agreement 
entered  into. 

The  Board.  When  was  that  order  issued? 

Answer.  There  has  been  an  order  issued  In  Seattle  and  San  Francisco  and 
In  Eureka ;  there  has  been  no  order  issued  in  Portland  that  I  know  of.  The 
local  officers  are  here,  the  secretary  of  the  maritime  coundL  Do  you  know  of 
any  orders  issued  here? 

The  Secretary.  Not  that  I  know  of. 

The  Board.  You  have  seen  a  copy  of  this  order? 

Answer.  Yes;  I  saw  a  copy  in  San  Francisco. 

Question.  You  say  it  provides  for  the  disorganization  or  abandonment  of  the 
maritime  district  council  and  the  affiliation  with  the  carpenters*  district 
council? — ^Answer.  No;  it  provides  for  the  affiliation  with  the  district  council 
of  house  carpenters,  which  would  disband  the  maritime  council,  in  direct 
Tiolation  of  the  conditions  entered  into.  The  order  is  simply  an  abrogation 
t>f  the  agreement  disbanding  the  maritime. 

Mr.  Jones.  Would  it  forbid  a  continuance;  could  your  men  under  the  order 
have  afiUiated  with  the  district  council  and  still  maintain  your  maritime 
council? 

Answer.  Absolutely  not;  it  would  be  impossible;  what  would  be  the  sense 
of  it;  what  would  be  the  idea  of  it? 

Question.  Why  not? — ^Answer.  For  the  simple  reason  that  you  would  be  in 
conflict  with  two  sets  of  laws,  working  at  the  one  business.  You  would  be 
affiliated  with  two  organizations  that  have  Jurisdiction  apparently  over  the 
same. 

The  Board.  Were  you  representing  the  International  Brotherhood  of  Car* 
I)enters  at  the  time  this  order  was  issued? 

Answer.  Yes,  sir. 

Question.  Do  you  know  why  the  order  was  issued  to  affiliate  with  the  dia- 
trict  council  of  carpenters? — ^Answer.  There  was  never  any  reason  given  as  to 
why  it  would  be  good  for  the  men  other  than  a  statement  that  there  would  be 
less  friction. 

Question.  When  that  order  was  issued  were  there  any  meetings  here  in 
Seattle  or  San  Francisco  or  other  points  In  reference  to  it? — Answer.  Yes;  a 
convention  was  called  in  San  Francisco  of  the  Pacific  Coast  Maritime  Council 
to  consider  the  order  and  to  devise  ways  and  means  of  taking  tlie  question  up 
with  the  international  office  with  a  view  of  reaching  an  understanding. 

Question.  What  date  was  that? — ^Answer.  June  2,  1919. 

Question.  What  action  was  taken  at  the  convention? — ^Answer.  The  first  ac- 
tion taken  was  the  consideration  of  the  order  In  relation  to  the  agreement 
that  had  been  entered  into  with  the  Brotherhood  of  Carpenters  and  the  Pacific 
Coast  Maritime  Builders*  Federation  in  1913,  and  It  was  proven  beyond  a  qoes- 
tion  of  doubt  that  it  was  in  direct  violation  of  the  agreement  and  the  absolute 
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abrogation  of  it  without  any  consideration  at  all  to  the  other  party  to  the  agree- 
ment— that  is,  to  the  maritime ;  and  the  representatives  of  all  the  locals  on  the 
Pacific  coast  comprising  the  maritime  organizations  at  the  convention,  having 
in  mind  to  dQ  everything  they  possibly  could  to  continue  the  organization,  they 
bad  instructed  the  secretary  to  communicate  with  the  general  president  with  a 
view  of  bringing  him  to  the  Pacific  coast,  and  also  the  executive  board  of  the 
United  Brotherhood,  so  that  they  would  have  an  opiwrtunity  to  get  first-hand 
Information  and  try  to  bring  about  a  better  understanding  between  the  general 
office  and  the  Pacific  coast  membersldp.  The  general  president  answered  that 
be  could  not  come  to  the  convention  and  that  the  other  executive  board  mem- 
bers could  not  come,  but  that  the  executive  board  member,  W.  A.  Cole,  would 
be  in  attendance. 

Question.  Was  there  any  action  talcen  at  that  convention  to  withdraw  from 
tbe  United  Brotherhood  of  Carpenters? — ^Answer.  The  action  first  taken,  was  to 
request  first  of  all  the  general  president  and  general  executives  to  come  to  the 
coast.  The  next  action  was  to  have  the  order  suspended,  or  held  in  abeyance 
until  a  conference  of  the  Brotherhood  of  Carpenters  both  were  denied.  The 
unions  comprising  the  Pacific  coast  organizations  having  decided  that  the  order 
wtLs  in  direct  violation  of  the  agreement,  came  to  this  conclusion:  That  they 
-were  going  to  make  the  best  fight  they  could  to  maintain  Jurisdiction  over  the 
inaxitime  work,  holding  first  of  all  that  those  conditions  were  agreed  on  by  the 
Hrotherhood  of  Carpenters  and  if  they  were  compelled  to  go  out  of  the  Brother- 
hood of  Carpenters  it  was  by  direct  suspension  by  the  Brotherhood  of  Carpenters 
and  not  their  own  volition.  I  do  not  believe  they  are  going  to  afiUiate  with  the 
house  carpenters  district  council;  they  are  going  to  continue  their  maritime 
organizations,  and  if  they  are  compelled  to  leave  the  Brotherhood  of  Carpenters 
it  will  be  from  the  fact  that  they  are  suspended. 

Question.  Are  you  representing  the  International  Brotherhood  of  Carpenters 
DOW? — Answer.  No;  I  am  the  president  of  the  Pacific  Coast  Maritime  District 
Council. 

Question.  Tou  were  chosen  to  this  office  at  that  convention  you  speak  of? — 
Answer.  Tes;  for  the  reason  that  I  was  one  of  the  members  that  represented 
the  Pacific  Coast  Builders*  Federation  when  they  Joined  the  Brotherhood  of 
Carpenters,  and  was  the  one  who  accompanied  the  general  organizer  of  the 
Brotherhood  of  Carpenters  along  the  Pacific  coast,  and  knowing  exactly  the 
promises  that  were  made  to  the  membership,  I  felt  a  sense  of  responsibility  that 
some  of  the  other  officers  of  the  Brotherhood  of  Carpenters  did  not  feel.  And 
when  the  order  was  issued  by  the  general  president  abrogating  the  agreement 
I  immediately  sent  in  my  resignation  as  an  organizer,  as  I  would  have  been  ex- 
pected to  contradict  everything  that  had  been  previously  promised  fo  the  mari- 
time men. 

Question.  Did  any  of  the  other  international  organizers  of  the  Maritime  Coun- 
cil on  the  Pacific  coast  send  in  their  resignation? — Answer.    There  was  no  other 
'  one  but  myself.    Mr.  Sexton  died  in  Seattle  about  two  years  ago.    The  general 
president  of  the  Brotherhood  of  Carpenters  who  signed  the  agreement  died 
some  two  years  ago  and  Joe  McFee  died  last  fall ;  that  left  only  myself. 

Question.  The  International  has  no  other  man  in  this  territory  at  this  time? — 
Answer.  They  had  really  no  one  on  the  work  but  myself  after  Joe  McFee's 

death. 

Question.  Since  you  put  in  your  resignation  to  the  general  president  has  there 
been  anyone  placed  in  this  territory  representing  the  International  ?— Answer.  I 
don't  know ;  If  there  has  been  any  new  appointment  I  have  no  knowledge  of  it. 

Question.  If  this  order  had  not  been  issued  by  the  International  to  affiliate 
with  the  district  council,  would  there  have  been  any  reason  to  withdraw  the 
membership  of  the  maritime  council  from  the  Brotherhood  of  Carpenters? — 
Answer.  No;  there  never  was  a  thought  or  an  action  at  any  time  by  the 
maritime  men  signifying  their  intention  of  even  considering  withdrawing  from 
the  Brotherhood  of  Carpenters  up  to  the  time  this  order  was  issued.  The  fact 
is  that  from  1913  up  to  the  present  time,  locals  have  been  chartered,  councils 
organized,  and  the  membership  apparently  perfectly  satisfied,  and  the  action  of 
the  convention  itself  only  reaffirms  their  thought  for  the  reason  that  they  took 
the  position  that  they  were  absolutely  satisfied  in  accordance  with  the  agree- 
ment and  all  they  asked  was  the  continuance  of  that  system  of  organization. 
Just  the  continuance  of  it. 

Question.  The  maritime  council  still  pays  Its  per  capita  tax  to  the  Inter- 
national.   The  local  unions  I  mean  ?— Answer.    To  the  best  of  my  knowledge. 
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Question.  If  you  had  affiliated  with  the  District  Council  of  Carpenters  accord- 
ing to  the  order  issued  by  the  general  president  would  you  have  been  forced 
to  withdraw  from  the  Metal  Trades  Council? — Answer.  That  is  a  question  I 
could  not  answer;  I  know  the  officers  of  the  Brotherhood  of  Carpenters  have 
always  been  antagonistic  to  the  Metal  Trades  Council;  that  is,  the  general 
president,  the  general  executive  board  members,  and  certain  ones  of  their  or- 
ganizers. To  further  substantiate  that  fact,  certain  organizations  in  the  Soutt 
Atlantic  district  communicated  \^ith  the  general  office  requesting  or  informinf 
them  that  they  were  about  to  affiliate  with  the  Metal  Trades  Council,  and 
the  order  was  issued  from  the  general  office  that  If  they  affiliated  with  the 
Metal  Trades  Council  they  would  be  immediately  suspended  from  membership 
in  the  Brotherhood  of  Carpenters,  and  my  reason  given  why  an  order  was  not 
issued  on  this  coast  to  that  effect  was  on  account  of  section  3  here  of  the 
agreement,  that  said  we  ^vill  be  given  a  right  to  form  a  district  council  for 
the  Pacific  coast,  etc.  Now,  tills  agreement,  or  the  ones  that  drew  it  up. 
had  in  mind  the  organizing  of  central  councils  comiwsed  of  all  men  in  the 
shipbuilding  Industries. 

Question.  Meaning  metal  trades  councils? — ^Answer.  They  had  not  named  them 
at  that  time.  They  knew  It  was  necessary  to  organize  some  kind  of  a  central 
council,  so  that  all  the  men  In  the  shipbuilding  industry  could  get  together. 
and  since  this  agreement  metal  trades  councils  were  organized.  They  called 
them  that  and  they  got  the  same  results,  so  we  figured  the  name  didn*t  mean 
anything. 

Mr.  Boucher  was  calle<l  again  by  the  Board : 

Question.  As  a  foreman  calker  In  the  Grant  Smith  yard  I  would  like  t^ 
ask  you  as  to  the  qualifications  of  these  men  who  were  taken  into  the  new 
calkers*  union.  Were  they  calkers,  In  your  Judgment :  were  they  practical 
mechanics? — Answer.- Yes;  they  were.    The  men  taken  In  were. 

Question.  Into  this  new  calkers'  union? — A.  No;  I  don't  say  that  they  all 
are,  because  I  know  up  to  June  15  there  were  about  49  that  had  just  been 
beetlers  up  to  a  few  days  before  we  come  on  the  dry  dock ;  they  were  just 
laborers  and  they  were  put  on  as  calkers,  at  $7:70. 

Question.  In  that  yard  they  had  only  been  beetlers  and  oakum  spinners?— 
Answer.  Yes,  sir. 

Question.  These  laborers  in  the  employ  of  Grant  Smith  were  transferred  onto 
this  calkers'  work? — A.  Yes,  sir. 

Question.  You  don't  know  what  scale  they  were  advanced  from? — ^Answer. 
$5.50  they  were  paying  beetlers  at  that  time. 

Mr.  Safacon.  That  transfer  was  made  as  a  result  of  an  order  sent  out  givinf 
the  bei^tllng  back  to  the  calkers. 

Answer.  When  we  went  to  doing  our  own  spinning  they  put  these  beetlers 
In  as  calkers  and  I  guess  they  let  out  the  oakum  spinners  entirely. 

Question.  They  had  never  done  any  calking  previously? — ^Answer.  No;  some 
of  the  men  worked  for  me  12  and  13  months  at  beetling,  but  they  were  not 
calkers. 

Question.  It  has  been  stated  that  some  of  these  men  who  were  taken  into 
the  new  calkers'  union  had  not  worked  longer  than  two  weeks  as  calkers?— 
Answer.  Well,  I  suppose  they  are  these  beetlers. 

Mr.  Safacon.  Were  some  of  them  spinning  oakum,  too? 

Answer.  No ;  I  don't  think  It.    I  think  they  were  all  beetlers. 

The  Board.  How  long  does  it  require  to  turn  out  a  full-fledged  practical 
calker? 

Answer.  Anywhere  from  15  to  18  months. 

Mr.  Safacon.  Right  here  I  might  inject  the  rules  of  the  calkers,  which 
require  apprentices  to  serve  three  years,  but  they  suspended  that  rule  in  the 
emergency,  reduced  it  to  18  months  just  for  the  emergency. 

I  want  to  ask  how  many  men  were  actually  working  at  calking  at  that 
time ;  just  prior  to  the  time  that  order  was  issued  giving  the  beetling  back  to 
the  calkers? 

Answer.  I  couldn't  say ;  I  just  came  back  June  11  myself. 

Question.  The  union  calkers  were  that  at  that  time? — ^Answer.  I  was  one 
of  the  men  that  went  in. 

Question.  Had  there  ever  been  any  complaints  made  by  the  company  or  the 
Government  on  the  class  of  work  these  men  were  turning  out? — ^Answer.  I  don't 
know. 

The  Board.  I  would  like  to  ask  a  question  of  the  secretary  of  the  Metnl 
Trades'  Council   (Mr.  Kendragin). 
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Question.  How  far  Is  the  local  labor  situation  going  to  be  involved  in  this 
question  or  controversy;  how  far-reaching  is  it  going  to  be  in  the  shipyard 
MTork  and  to  what  organizations? — Answer.  I  would  say  that  if  the  condition 
is  allowed  to  prevail  it  can  not  help  but  involve  the  entire  membership  of  the 
Bifetal  Trades'  Council  directly.  I  think  there  is  a  possibility  of  it  involving 
tlie  entire  membership  of  the  Central  Labor  Council,  at  least  indirectly. 

Question.  Just  what  was  their  action  in  reference  to  this  controversy? — 
Answer.  The  action  of  the  Metal  Trades'  Council  was  unanimous  in  that  they 
refused  to  recognize  this  charter  as  issued  by  the  United  Brotherhood  of  Car- 
penters and  that  they  would  at  all  times  refuse  to  work  with  or  recognize  the- 
members  of  this  second  calkers*  organization  in  any  way,  no  matter  where 
tliey  met  them.  If  I  may  be  allowed  to  add  for  the  benefit  of  the  board,  that 
action  by  tlfe  Metal  Trades'  Council  would  automatically  involve  the  member- 
^ip  of  the  metal  trades  no  matter  where  we  met  those  men.  At  the  present 
time  we  have  declared  the  Grant  Smith  Co.  on  the  unfair  list;  if  the  Standifer, 
for  instance,  should  see  fit  to  take  those  calkers  over  to  their  boats,  the  same 
(K»nditions  would  prevail  as  at  the  Grant  Smith  Co.;  it  would  automatically 
prevail  at  the  Standifer  yard  or  any  other  yard  employing  these  men. 

The  BoAKD.  Mr.  Safacon  would  your  organization  you  are  representing  be 
willing  to  take  in  these  men  who  can  qualify  as  calkers  on  a  transfer  card  at 
this   time?    •- 

Answer.  No;  I  can't  say  that  they  would  for  the  simple  reason  that  the 
situation  has  developed  now  to  a  point  where  it  would  have  to  be  considered 
Just  a  little  different  from  that,  had  th6  men  been  inclined  to  show  a  little 
different  spirit.  It  might  have  been  possible  had  the  men  sliown  a  little  more 
cooperation  and  a  desire  to  become  imion  men,  even  up  as  late  as  the  meeting 
tha"t  we  held  some  time  in  July  in  Mr.  Hartwig's  office  when  I  asked  the  men 
to  get  a  more  representative  committee  and  If  possible  get  all  the  men  into 
some  hall  that  I  might  have  an  opportunity  to  talk  to  all  of  them.  I  told  them 
tbat  while  the  initiation  fee  was  $30,  it  was  always  possible  to  have  that  chaned 
or  modified  if  there  was  sufficient  reason  for  it,  and  that  I  asked  them  out 
of  consideration  for  themselves  as  well  as  to  the  other  men  working  at  that 
tJ"ade  to  arrange  to  have  a  meeting  some  place  so  that  I  might  have  an  oppor- 
tunity to  talk  to  them  with  other  representatives  of  the  local  labor  movement, 
and  they  refused  absolutely  to  consider  it.  Now,  I  couldn't  answer  for  the 
calkers  whether  they  would  be  willing  to  take  them  in  on  a  transfer.  I  doubt 
It.  In  the  first  place  the  initiation  is  $30,  and  the  charter  fee  of  a  member  is 
only  $1,  and  I  don't  know  what  initiation  fee  has  been  set  for  them,  or  what 
charter  fee;  sometimes  they  don't  confine  themselves  to  just  $1  charter  fee; 
they  make  it  $5,  $10,  $15,  and  the  $10  goes  to  the  general  office  for  the  charter 
and  the  balance  of  it  remains  in  the  local  fund  so  possibly  Mr.  Vanderpool  could 
inform  you  what  the  charter  fee  was  over  there. 

Mr.  Vanderpool.  They  set  their  charter  fee  at  $10  and  the  dues  at  $1.50  per 
month. 
The  BoABD.  The  application  fee  was  $10? 
Mr.  Vanderpool.  Yes,  sir. 

Question.  Do  you  mean  each  subscribed  $10? — Answer.  Every  man  that  was 
obligated  into  the  organization  paid  $10  initiation  fee  or  charter  fee. 

Question.  That  is  their  initiation  fee? — Answer.  No ;  they  haven't  set  It ;  their 
charter  is  still  open. 

Mr.  Safacon.  I  don't  even  think  it  would  be  fair  to  expect  a  body  of  men 
to  accept  transfers  from  men  that  have  conducted  themselves  such  as  these  men 
have 

The  Board.  Is  it  not  a  fact  that  it  is  not  primarily  the  initiation  fees  that  any 
organization  wants,  as  it  is  the  member  who  can  qualify  and  who  is  competent 
to  become  a  member? 

Mr.  Safacon.  Yes;  that  is  a  fact.  It  is  never  a  question — the  Initiation  fee 
is  never  a  consideration  so  much  as  to  have  a  member,  but  there  are  certain 
established  rules  you  can  not  depart  from  for  organizing  purposes;  they  sus- 
pended certain  established  rules  and  extended  certain  privileges  to  men,  but 
as  to  what  they  would  be  willing  to  do  now  Is  a  question  I  could  not  answer. 

Question.  Inasmuch  as  the  emergency  is  over  and  as  you  have  all  testified  In 
the  calkers,  no  emergency  exists  for  men ;  that  you  have  a  supply  of  experienced 
calkers  to  meet  the  demands  of  any  yard  or  dry  dock  In  the  city,  you  take  the 
position  that  it  is  an  imiwsition  to  force  these  members  on  you  and  let  your  old 
members  remain  idle;  is  that  your  position? — Answer.  No;  not  so  much  from 
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that  point  as  the  conduct  of  the  Individuals  themselves ;  we  were  perfectly  wQ- 
Ing  to  give  them  the  same  privileges  up  to  the  time  that  this  last  controveny 
develoiKKl,  and  if  there  Is  any  feeling  at  all  it  would  be  from  the  conduct  of  theat 
men  who  brought  this  condition  on  themselves  rather  than  competition,  becavae 
even  up  to  as  late  as  June  and  July  the  organized  men  were  perfectly  wlUios 
to  take  those  men  into  the  organization ;  all  that  they  asked  was  that  they  would 
go  before  the  examination  board  and  simply  go  to  work  and  show  that  tihey 
could  do  the  work  themselves ;  there  is  no  secrecy  to  the  examination ;  it  b 
simply  that  he  takers  the  tools  and  go  on  the  vessel,  and  If  he  can  handle  the 
tools  he  goes  in  and  there  is  nothing  technical  which  you  might  be  able  to  frame 
up  and  ask  him  some  technical  questions;  the  examination  Is  nothing  mon 
than  a  test  with  the  tools ;  if  he  can  do  the  work,  there  is  no  argument  to  it 
Even  as  late  as  these  last  meetings,  I  said  we  were  willing  to  ext«id  Just  one 
more  courtesy ;  I  would  be  willing  to  appoint  an  examining  board  of  the  orgBD- 
Izatlon,  and  I  said  you  fellows  pick  up  three  and  we  will  get  some  neutral  party 
so  that  there  will  be  no  chance  for  you  to  be  discriminated  against  and  If  yoo 
do  the  work  it  is  jake  with  us;  but  they  would  not  accept  that;  they  wanted 
to  be  taken  In  as  a  body. 

Question.  Did  not  your  organization  have  an  understanding  with  Mr.  Teofd. 
representing  the  Grant  Smith  Co.,  that  he  might  pass  upon  the  qualifications  of 
these  men  and  it  would  be  satisfactory  to  your  organization? — ^Answer.  Some 
one  else  would  have  to  answer  that. 

Mr.  Anderson.  Not  that  I  ever  heard. 

Mr.  Safacon.  The  reasons  that  we  do  not  think  it  best  to  have  an  examining 
board  is  on  account  of  the  many  complaints  we  get  from  employers,  when 
men  go  to  work,  that  they  are  not  mechanics.  They  say  the  organization  takei 
everyone,  regardless  of  his  mechanical  ability,  and  the  first  thing  we  know  we 
are  compelled  to  pay  some  individual  a  high  rate,  and  he  has  no  mechanical 
ability. 

The  BoABD.  If  there  are  no  other  questions,  we  will  adjourn  this  meeting. 

Mr.  Yandebpool.  Before  we  adjourn  I  want  to  make  this  statement — that  I 
received  a  telegram  about  noon  from  our  General  Prudent  Hutchinson,  stat- 
ing that  he  had  wired  Mr.  Cole  to  proceed  to  Portland  at  once  to  take  care  <tf 
the  local  situation.  I  telegraphed  to  Mr.  Cole  at  noon,  requesting  an  answer 
as  to  when  he  could  be  here,  and  haven't  received  an  answer  yet. 

There  was  one  question  brought  out  here,  in  this  hearing  on  th^se  appUca- 
tions,  a  statement  made  that  they  slgn^  107  applications  where  they  were 
partly  paid  on,  and  that  those  men  have  since  gone  into  this  new  calkers'  union. 
For  the  information  of  the  board,  I  would  like  to  have  a  list  of  those  names 
and  the  amounts  that  they  paid,  and  I  would  like  a  list  to  verify  with  the  books 
of  the  new  calkers*  union,  to  find  out  how  many  of  those  are  in  the  new  calker^ 
union. 

The  BoABo.  Win  you  furnish  the  board  with  a  list  of  the  applicants  in  tiie 
new  union? 

Answer.  I  am  not  at  liberty  to  furnish  that  No  one  is  authorized  to  give 
out  a  list  of  the  membership  of  any  local  union. 

As  I  understand  it,  the  decision  that  is  being  asked  of  this  board  is  of  veiy 
vital  Interest  to  the  United  Brotherhood  of  Carpenters  and  Jolaers  and  involves 
our  International  union,  because  it  would  naturally  involve  every  union  on  the 
Pacific  coast 

The  Board.  It  is  hardly  fair  to  ask  the  one  organization  to  produce  some- 
thing and  not  produce  the  others,  so  that  we  can  figure  it  out  ourselves. 

Mr.  McInnis.  I  certainly  would  be  opposed,  as  a  representative  of  the  men, 
to  give  out  that  list ;  we  presented  it  as  evidence,  and  inasmuch  as  the  carpenters 
say  they  are  not  a  party,  I  do  not  think  it  is  right  that  we  should  have  to  give 
out  any  evidence  presented  before  this  board.    That  is  only  evidence. 

The  Boabd.  It  will  not  be  given  out  until  all  parties  become  a  party  to  this 
agreement.  If  you  do  become  a  party  of  this  agreement,  then  the  board  should 
have  a  copy  of  these  names,  so  that  It  could  check  up  on  this  statement  made 
here. 

Mr.  Vandebpool.  I  will  state  I  am  not  here  representing  the  carpenters'  dis- 
trict council;  it  is  not  a  party  to  this;  the  new  local  union,  they  axe  not  t 
party  to  anything  coming  before  this  board.  I  am  not  acting  in  the  oapadty 
of  representative  of  the  district  council  of  carpenters  in  any  manner. 

The  Boabd.  You  do  not  desire  to  have  your  statements  accepted  as  representa- 
tive of  the  district  council  of  carpenters? 
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Answer.  No ;  I  am  not  a  reprefleatative  of  the  district  council. 

Mr.  Safacon.  You  are  a  representative  of  what? 

Answer.  I  was  simply  notified  of  the  action ;  I  am  acting  for  the  international 
union  at  the  request  of  Brother  Dowler  and  Brother  Sleeman. 

Mr.  Kendkagin.  Then  we  understand  you  are  acting  in  the  capacity  of  a 
representative  of  the  international  office  under  instructions  from  Dowler  and 
Sleeman? . 
Answer.  Yes. 

Mr.  Safacox.  Then  you  are  properly  representing  the  Brotherhood  of  Car- 
I)enters? 

Answer.  To  a  certain  extent ;  I  haven't  got  the  data  that  it  would  be  neces- 
sary to  bring  before  this  board  which  I  am  trying  to  get. 

Question.  That  doesn't  affect  your  position  as  a  representative.  You  are 
proi>erly  representing  the  international? — ^Answer.  The  question  was  raised 
here  and  trying  to  be  read  into  the  proceedings  that  I  was  representing  the  dis- 
trict council  of  carpenters  of  Portland,  which  I  am. 

Mr.  Kendbagin.  I  believe  the  contention  of  the  carpenters'  district  council 
here  at  the  beginning  of  this  session  was  to  the  effect  that  this  question  was  a 
matter  in  the  hands  of  the  United  Brotherhood  of  Carpenters  or  the  interna- 
tional; that  it  was  an  international  affair.  I  believe  there  was  a  lot  of  con- 
tention this  morning  as  to  whether  Brother  Yanderpool — maintaining  that  the 
reason  that  he  could  not  be  a  party  to  this  agreement  was  because  he  was 
merely  a  representative  of  the  district  council  of  carpenters;  he  did  not  want 
to  be  considered  by  this  board  as  representing  the  district  council  of  carpenters ; 
this  is  the  first  knowledge  I  have  had  that  he  is  sitting  in  as  a  representative  of 
the  international  office. 

The  BoABD.  We  want  to  make  it  clear,  because  up  to  this  time  I  was  under 
the  impression  that  he  was  representing  the  district  council  of  carpenters. 
Mr.  Sapagon.  Was  the  new  local  union  Installed  by  international  officers? 
Answer.  It  was  installed  by  me,  especially  deputized. 

Question.  Made  representative. — ^Answer.  The  charter  was  sent  to  Mr.  Slee- 
man by  the  general  office  with  Instructions  to  install  a  local ;  before  it  could  be 
installed  he  was  ordered  by  the  general  president  to  other  localities  and  could 
not  be  here,  and  he  deputized  me  to  install  the  local. 
Mr.  Safacon.  Then  Mr.  Sleeman  had  knowledge  of  the  charter  comiug  here. 
Answer.  When  it  arrived  and  it  came  to  his  address,  yes. 
Question.  And  you  and  others  Installed  the  local? — ^Answer.  Yes.    I  called  in 
several  members  that  I  was  pers<mally  acquainted  with;  they  understood  the 
work  of  writing  applications  and  I  had  them  help. 

Mr.  Kendbagin.  It  would  be  natural  to  assume  that  inasmuch  as  the  charter 
was  sent  to  Brother  Sleeman  that  Brother  Sleeman,  as  a  representative  of  the 
district  council  of  carpenters,  had  been  active  in  the  men's  Interests  with  the 
international  office  with  the  charter. 

Answer.  Mr.  Sleeman  works  under  orders  of  the  district  council  the  question 

of  the  caulkers  charter,  it  never  had  been  taken  up;  if  he  had  anything  to  do 

with  the  procuring  of  this  charter  he  did  it  without  the  knowledge  of  the  local. 

Mr.  Safacon.  Is  Mr.  Sleeman  the  representative  of  the  local  district  council 

of  carpenters? 

Answer.  He  is  the  business  representative  of  the  district  council  of  car- 
penters and  also  a  special  representative  of  the  State  of  Oregon  for  the  United 
Brotherhood  whenever  he  is  on  business  for  the  United  Brotherhood;  he  is 
under  the  pay  of  the  international  union. 

Mr.  Safacon.  What  is  his  official  capacity  locally  here? 
Answer.  Financial  secretary  of  Local  Union  226. 

Question.  You  are  not  In  any  way  officially  connected  with  the  district  council 
of  carpenters  then? — Answer.  No;  I  am  a  delegate  from  local  226  to  the  district 
council. 

Question.  Do  you.  as  a  delegate,  have  any  knowleilge  of  the  application  having 
been  made  for  this  charter? — Answer.  No;  my  first  knowledge  of  it  was  when 
the  charter  arrived  in  the  city. 

Question.  Is  it  customary  for  the  Brotherhood  of  Carpenters  to  issue  charters 
without  the  knowledge  of  the  local  men? — Answer.  Not  ordinarily. 

Question.  It  Is  quite  a  departure  from  the  general  way  of  doing  business.  Is 
it  not? — Answer.  To  some  extent;  yes. 

Question.  Have  you  any  knowledge  of  where  the  Brotherhood  of  Carpenters 
ever  issued  a  charter  without  first  consulting  the  men  in  the  district — organized 
men  in  the  district? — Answer.  I  don't  know  what  one  was  consulted? 
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Question.  Do  you  know  that  anyone  was  consulted? — ^Answer.  I  don't  know- 
that 

Question.  Was  the  district  council  of  carpenters? — ^Answer.  I  don't  know; 
the  records  of  the  district  council  should  show  it. 

Question.  It  is  reasonable  to  think  that  if  it  came  before  the  district  council 
you  would  have  some  knowledge  of  It,  wouldn't  it? — ^Answer.  I  most  certainly 
would;  very  little  business  comes  up  that  I  don't  have  knowledge  of. 

Question.  Then  it  is  quite  a  departure  from  the  general  rule  to  issue  a  diar- 
ter  without  the  consent  or  sanction  of  the  union  men  In  the  districts- 
Answer.  I  believe  I  answered  that  question  once. 

Mr.  Vandebpool.  I  would  like  to  make  this  statement  before  the  board: 
That  I  was  to  hear  from  Mr.  Cole  before  evening;  if  not,  probably  will  lM*r 
^st  thing  in  the  morning;  he  may  send  a  night  letter,  or  he  may  be  on  the 
way. 

The  BoABD.  May  I  ask  that  In  the  event  you  do  not  receive  word  from  Mr. 
Cole,  win  you  have  your  international  deputize  you  to  represent  them  before 
this  board? 

Answer.  I  would  absolutely  not  take  any  steps  toward  representing  the  in- 
ternational before  this  board  without  the  full  knowledge  of  what  I  wa»  here 
for,  and  I  haven't  got  that  knowledge;  if  I  had  that  knowledge  I  wouldn't  be 
trying  to  get  in  communication  with  the  general  office. 

The  BoABD.  Where  is  Mr.  Sleeman  at  the  present  time? 

Answer.  He  is  at  Klamath  Falls. 

Question.  Did  you  try  to  get  in  touch  with  him? — ^Answer.  I  did  not  It  8eem» 
to  me  that — 

The  BoABD.  If  Mr.  Sleeman  is  representative  here,  it  seems  to  me  he  ought 
to  be  at  this  meeting. 

Mr.  Satacon.  Is  there  any  reason  why  this  board  could  not  go  on  with  the 
case,  provided  the  Brotherhood  of  Carpenters  does  not  Fee  fit  to  be  represented? 

The  Boabd.  I  think  we  will  take  that  up  afterwards. 

Mr.  Vandebpool.  Mr.  Safacon  says  provided  the  United  Brotherhood  does 
not  see  fit  to  be  represented.  I  have  made  the  statement  here  that  we  are 
trying  to  get  the  representatives  before  the  board  as  soon  as  possible. 

There  was  at  this  time  some  general  discussion,  and  Mr.  Vanderpool  stated 
that  Mr.  Cole  is  the  man  responsible  for  the  new  charter. 

Meeting  adjourned. 


POBTLAND,  ObEO.,  AUQUSt  20,  1919, 

Mr.  J.  W.  Hall, 

A89i9tant  District  Manager  Emergency  Fleet  Corporation, 

Portland,  Oreg. 

My  Deab  Mb.  Hall  :  It  has  been  called  to  our  attention  by  Mr.  Jones  that  as 
yet  the  Brotherhood  of  Carpenters  have  not  heard  from  Mr.  Cole,  their  interna- 
tional representative,  who  was  ordered  in  here  by  the  international  president 
Mr.  Hutcheson,  to  give  testimony  for  the  Brotherhood  of  Carpenters  before  our 
board ;  and  in  view  of  the  fact  that  you  have  demonstrated  the  necessity  that 
continued  work  on  the  dry  dock  we  have  issued  the  following  order,  a  copy  of 
which  you  will  find  attached. 

Our  reasons  for  issuing  this  order  to  the  metal  trades  council  and  their 
affiliated  unions  of  continuing  on  the  next  two  boats  that  will  be  In  dry  dock, 
including  the  old  calkers'  union,  or  Calkers'  Union  No.  1,  is  because  the  Oalkers' 
Union  No.  2  and  their  international  officers  have  failed  to  have  their  representa- 
tive appear  before  the  board,  thus  causing  the  delay. 
Kespectfully,  yours, 

O.  R,  HABTwro. 
Habby   Andebsox. 
Fbank  Hannah. 


PoBTLAND,  Obeg.,  August  20,  1919, 

To  the  metal  trades  councU,  Portland  and  vicinity. 

Gentlemen  :  Referring  further  to  difficulty  now  before  special  arbitratloo 
board  composed  of  the  undersigned,  the  board  wishes  to  extend  the  order  issued 
to  your  council  dated  August  18,  1919,  which  order  referred  to  the  completion 
of  work  on  the  S.  S.  Aspenhill  on  the  dry  dock  at  the  time  decision  was  ren- 
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-^ered.    The  extension  of  this  or<3er  Is  to  affect  the  S.  S.  Wakiki  and  the  S.  S. 
Oafteara,  which  ships  will  be  placed  on  the  dry  dock  following  the  completion 
-of  the  S,  S.  Deva,  a  Supple  Ballin  ship  which,  we  understand,  is  now  on  the  dry 
Klock  and  over  which  there  is  no  dispute.    This  extension  has  been  made  neces- 
sary because  the  international  representatives  of  the  Brotherhood  of  Carpen- 
~ters  and  Joiners  have  not  yet  put  in  their  appearance  and  because  the  board 
is  anxious  to  hear  all  sides  of  the  question  before  rendering  a  final  decision. 

Tou  will  therefore  instruct  your  affiliated  unions  to  that  effect,  it  being  under- 
stood, of  course,  that  the  work  will  be  completed  under  the  same  conditions  that 
'wrere  in  effect  on  the  S.  S.  Aapenhill  following  the  issuance  of  our  first  order 
:»bove  referred  to. 

Yours,  very  truly, 

O.  R.  Habtwig. 
Habsy  Andbbson. 
Fbank  Haitnan. 


X)fiCISION  OF  THE  BOABD  OF  ARBITRATION  APPOIJiTTBD  BT  THE  EmEB&ENGT  FlEET 
COBPOBATION  AND  THE  MeTAL  TbADES  COUNCIL  IN  A  QUESTION  OF  JUBISOICriON 
If<JVOLVING  Two  CaLKEBS'  UNIONS. 

The  board  of  arbitration  met  in  adjourned  meeting  at  10  o'clock  a.  m., 
August  26,  1919,  at  211  Northwestern  Bank  Building,  Portland,  Oreg. 

The  board  waited  until  10.20,  and  the  local  district  countll  of  carpenters 
liaving  been  properly  notified  of  the  meeting,  its  time  and  place,  and  no  repre- 
-sentative  of  said  district  council  of  carpenters  and  joiners  or  the  International 
brotherhood  of  Carpenters  and  Joiners  appearing,  the  board  proceeded  to 
:make  its  findings,  based  upon  the  evidence  before  It,  resulting  from  the  hearing 
Tield  on  August  18,  1919,  as  follows : 

FINDINGS. 

We  find  that  the  Shipbuilding  Labor  Adjustment  Board's  award  of  Novem- 
\>er  9,  1918,  reads  as  follows: 

"  In  accordance  with  the  understanding  reached  by  all  parties  throughout 
the  coast  district  no  change  shall  be  made  In  any  existing  craft  conditions, 
nor  shall  any  new  craft  conditions  be  established  until  the  same  shall  have 
l)een  agreed  upon  between  the  employees  and  employers,  subject  to  the  approval 
of  this  board." 

All  the  evidence  that  this  board  has  been  able  to  secure  indicates  that  abso- 
lute union  conditions  prevailed  prior  to  the  war  and  for  some  considerable 
time  thereafter,  and  at  the  time  of  the  board's  award  on  November  9,  1918. 
The  transcript  of  testimony  attached  herewith  establishes  the  fact  that  up 
until  that  time  the  old  calkers'  union  controlled  all  of  the  calking  done  in 
the  Columbia  River  district. 

The  evidence  before  us  also  indicates  that  the  old  calkers'  union  offered 
every  assistance  to  the  shipbuilders  to  develop  a  sufficient  number  of  calkers 
and  helpers  to  take  care  of  all  the  calking  to  be  done,  and  that  when  the 
<X)nditions  were  established,  particularly  by  the  Grant  Smith  Porter  Ship  Co. 
in  placing  other  than  men  trained  by  the  union  according  to  its  offer,  or  in 
placing  other  than  union  men,  it  was  done  without  tlie  union's  consent  and 
was  tolerated  by  them  only  because  there  was  no  desire  to  interfere  with  the 
•Government's  shipbuilding  program. 

The  contention  of  the  metal  trades  council,  a  party  to  this  agreement,  In 
«iipporting  the  old  calkers'  union  is  that  because  of  the  provisions  of  section 
-9  (quoted  above)  in  the  Shipbuilding  Labor  Adjustment  Board's  award  of 
November  9,  1918,  no  such  change  in  working  conditions  should  have  been 
made  without  the  concurrence  of  the  established  organizations.  The  metal 
trades  council  further  supports  the  old  calkers'  union  in  its  contention  that 
the  establishment  of  the  present  conditions-— that  is  to  say,  the  assigning  of 
work  to  others  than  members  of  the  old  calkers'  union  and  the  failure  to 
reestablish  prewar  conditions— Is  a  violation  of  the  understanding  which  its 
representatives  had  with  Mr.  J.  L.  Hughes,  special  representative  of  the 
Emergency  Fleet  Corporation,  and  Mr.  Silcox,  representative  of  the  Depart- 
ment of  Labor,  some  time  in  December,  1917,  to  the  effect  that  no  employer 
would  be  permitted  to  take  advantage  of  any  concessions  in  working  rules  that 
might  be  made  by  unions  enjoying  strictly  union  conditions. 
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The  evidence  also  indicates  that  every  effort  was  made  to  induce  men  em- 
ployed at  calking  in  the  Grant  Smith  Porter  Co.'s  yard  and  elsewhere  to  become 
members  of  the  established  calkers*  union.  The  testimony  of  men  who  Joined 
the  old  calkers'  union  in  October,  1918,  at  which  time  a  larjre  number  did  join, 
indicates  that  no  examination  was  required  of  the  candidates  for  membership, 
they  being  accepted  because  they  were  acceptable  as  calkers  to  the  employer. 
This,  it  seems  to  the  board,  clearly  indicates  that  no  qualifications  were  re- 
quired which  would  make  it  possible  to  discriminate  against  men  employed  In 
the  Grant  Smith  yard  and  elsewhere  who  desired  to  become  members  of  the 
organization  and  sets  at  rest  the  claims  of  men  who  requested  the  issuance  of 
a  new  charter  on  the  ground  that  they  were  denied  membership  in  the  old 
calkers*  union  or  that  tbey  were  not  solicited  to  become  members  thereof. 

The  transcript  of  the  testimony  contains  a  copy  of  applications  on  file  with 
the  old  calkers'  union  from  men  who  are  now  members  of  the  new  calkers* 
union  and  It  will  be  noted  that  many  of  these  applications  have  had  some  pay- 
ments made  on  them,  thus  clearly  proving  that  such  applicants  were  solicited. 
as  claimed  by  the  officers  apd  representatives  of  the  old  calkers'  organization. 

The  evidence  also  shows  that  the  Columbia  River  Maritime  District  Council 
was  not  consulted  prior  to  the  issuance  of  the  charter  to  the  new  calkers*  union, 
although  the  constitution  of  the  Brotherhood  of  Carpenters  and  Joiners  pro- 
vides in  section  29  as  follows: 

"A  local  union  may  be  organized  by  10  or  more  journeymen  carpenters  or 
Joiners,  who  must  apply  to  the  general  secretary  and  send  $10  for  charter  fee: 
then  the  general  secretary  shall  forward  charter,  outfit,  and  seal,  provided  the 
applicants  are  qualified  according  to  the  constitution  and  laws  of  the  United 
Brotherhood.  More  than  one  union  may  be  chartered  in  the  same  city,  provided 
no  reasonable  objections  are  offered  by  the  local  union  or  district  council  in 
said  locality." 

Based  upon  the  foregoing  findings,  the  board  makes  the  following 

CONCLUSIONS. 

1.  That  the  issuance  of  a  charter  to  the  group  of  men  now  constituting  the 
new  calkers'  union  was  irregular,  hasty,  and  unnecessary,  it  being  in  violation 
of  section  29  of  the  constitution  of  the  Brotherhood  of  Carpenters  and  Joiners. 

2.  That  the  assignment  of  work  to  other  than  members  of  the  old  calkers' 
union  is  in  violation  of  the  spirit  of  section  9  of  the  Shipbuilding  Labor  Adjust- 
ment Board's  award  of  November  9,  1918,  Inasmuch  as  the  old  organlzatloD 
repeatedly  protested  the  establishment  of  this  condition. 

The  board  therefore  orders  as  follows: 

That  all  calking  In  the  Columbia  River  district  coming  under  the  siipervisl<»n 
or  control  of  the  Emergency  Fleet  Corporation,  directly  or  indirectly,  shall  be 
done  by  members  of  the  old  calkers'  union,  affiliated  with  the  metal  trades 
council ;  this  order  to  take  effect  at  once. 

Believing  that  there  is  a  place  in  the  labor  movement  for  every  iierson  who 
toils,  the  board  wislies  to  Issue  the  following  recommendation : 

That  the  men  who  are  now  working  as  calkers  and  who  are  members  of  the 
new  calkers'  union,  who  are  competent  and  can  qualify,  be  given  the  oppor- 
iTinity  to  join  the  old  calkers'  union  without  prejudice,  thereby  avoiding  any 
possibility  of  discrimination. 

Dated  this  26th  day  of  August.  1919,  at  Portland,  Oreg. 

O.  R.  Hartwig. 
Harry  Anderson, 
Frank  Hannan, 
Board  of  Arbitration. 

United  States  Shipping  Board, 

Emergency  Fleet  Corporation. 
Portland,  Oreg.,  Auffiist  27.  1919, 

From :  Oregon  district,  L.  J.  Wentworth,  district  manager. 
To:  Metal  trades  council,  Portland  and  vicinity. 
Subject:  Calkers'  controversy. 

Oentucmen  :  1.  We  are  this  date  in  receipt  of  decision  handed  down  by  the 
Board  of  Arbitration  composed  of  Messrs.  O.  R.  Hartwig,  president  of  the 
Oregon  State  Fe<leration  of  Labor,  Frank  Hannan,  president  of  the  buIldiiMr 
trades  council,  and  Harry  Anderson,  president  of  the  Portland  central  labor 
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council,  to  whom  was  referred  the  settlement  of  a  controversy  arising  over  the 
Jurisdiction  of  calking  work  being  done  by  the  Grant  Smith  Co.  at  the  port  of 
Portland  dry  dock. 

2.  Confirming  conversation  had  this  day  with  a  committee  of  representatives 
at  the  metal  trades  council  of  Portland  and  vicinity,  the  Emergency  Fleet 
CJorporatlon  accepts  and  agrees  to  abide  by  the  decisions  of  the  above  referred 
to  arbitration  board,  in  so  far  as  it  affects  the  controversy  at  issue  and  as  re- 
JPerretl  to  above. 

3.  In  view  of  the  fact  that  this  controversy  arose  between  two  local  unions^. 
^-e  have  felt  that  the  settlement  of  same  should  be  left  in  the  hands  of  the 
highest  recognized  labor  union  officers  in  the  State. 

Yours  very  truly, 

L.  J.  Went  WORTH, 

District  Manager. 
By  J.  N.  Hali., 
Assistant  District  Manager. 

Select  CoMMrrrEE  on  United  States 

Shipping  Board  Operations, 

House  of  Representatives, 
jSan  FranciscOy  Calif. ^  Monday^  Septemher  5, 1919, 

The  committee  met  at  9.30  o'clock  a.  m.,  Hon.  Joseph  Walsh 
(chairman)  presiding.  Also  present:  Hon.  P.  H.  Kelley  and  Hon. 
Li.  H.  Hadley. 

STATEMENT  OF  MB.  aEOBOE  D.  BEED,  DISTBICT  COMPTBOLLEB 
SOUTHEBN  PACIFIC  DISTBICT,  EMEBGENCT  FLEET  COBPOBA- 
TION,  SAN  FBANCISCO,  CAUF. 

The  Chairman.  Will  you  give  your  name  to  the  stenographer, 
Mr.  Reed  ? 

Mr.  Reed.  George  D.  Reed. 

The  Chairman.  Where  do  you  reside,  Mr.  Reed  ? 

Mr.  Reed.  I  reside  at  598  Bush  Street,  this  city. 

The  Chairman.  You  are  auditor  of  the  construction  division? 

Mr.  Reed.  No;  I  am  the  district  comptroller  of  the  Emergency 
Fleet  Corporation. 

The  Chairman.  And  you  have  headquarters  here? 

Mr.  Reed.  I  have  headquarters  here;  yes. 

The  Chairman.  As  district  comptroller  do  you  have  general 
supervision  over  the  expenditures  and  financial  affairs  of  all  of  this 
district? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  How  long  has  that  been  the  case? 

Mr.  Reed.  Ever  since  the  start.  I  came  here  and  opened  the  office 
in  May,  1917. 

The  Chairman.  And  vouchers  for  expenditures  have  to  bear  your 
approval  before  payment  ? 

Mr,  Reed.  They  have  to  bear  my  approval,  or  the  approval  of 
some  one  I  have  delegated  such  authority  to,  who  signs  for  the 
comptroller.    There  is  only  one  man,  as  a  matter  of  fact,  at  present. 

The  Chairman.  Who  is  he? 

Mr.  Reed.  Mr.  H.  S.  Walker. 

The  Chairman.  What  position  does  he  hold  ? 

Mr.  Reed.  He  is  what  is  known  as  district  examiner. 
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The  Chairman.  Do  you  have  a  district  auditor  here? 

Mr.  Reed.  Yes ;  we  have  a  district  auditor  here,  who  has  an  audit- 
ing staff.  At  a  large  yard  there  is  a  resident  auditor.  Some  rcsi- 
tient  auditors  supervise  two  plants,  the  accounting  of  two  plants, 
where  they  are  near  together,  or  more,  but  each  yard  has  a  residei^ 
auditor. 

The  Chairman.  But  you  have  no  district  auditor  in  this  office! 

Mr.  Reed.  Yes,  sir ;  we  have  a  district  auditor  in  this  office. 

The  Chairman.  Subject  to  your  jurisdiction? 

Mr.  Reed.  Yes.    He  is  a  part  of  the  finance  division  personnel. 

The  Chairman.  Does  he  have  to  sign  these  vouchers  before  yoa 
^approve  them? 

Mr.  Reed.  Yes ;  or  his  assistant.  There  is  also  an  assistant  district 
auditor — he  or  his  assistant;  yes. 

The  Chairman.  Now,  when  contracts  are  let,  how  do  you  d^er- 
mine  whether  payments  are  proper  to  be  made  under  the  contracts? 

Mr.  Reed.  Contracts  are  let  only  in  Washington,  and  I  determine 
by  an  examination  of  the  terms  of  the  contract  and  by  an  examina- 
tion of  the  contractor's  records,  where  necessary. 

The  Chairman.  You  are  furnished  with  a  copy  of  the  contract  and 
the  specifications? 

Mr.  Reed.  Furnished  with  two  copies. 

The  Chairman.  You  are  furnished  with  two  copies? 
•    Mr.  Reed.  One  copy  for  my  office  and  one  copy  for  the  resident 
auditor  at  the  plant. 

The  Chairman.  What  system  do  you  have  here  for  determining 
upon  the  allowance  for  a  payment  for  extras? 

Mr.  Reed.  An  order  goes  out  to  the  shipbuilder  to  make  a  change 
in  design — ^you  mean  a  change  in  design,  don't  you  ? 

The  Chairman.  Yes,  sir. 

Mr.  Reed.  The  shipbuilder  is  supposed  to  immediately  present  an 
itemized  estimate  of  the  cost  of  that  change  to  the  district  manager. 
This  estimate  is  prepared  on  a  form  which  we  know  as  No.  159,  and 
the  district  manager  has  authority  to  approve  or  disapprove  the  esti- 
mate as  rendered.  Formerly  that  authority  was  only  vested  in  Wash- 
ington, or,  rather,  in  the  home  office,  I  might  better  say.  In  actual 
practice,  especially  during  the  war,  the  work  was  in  the  majority  of 
cases  accomplished  before  the  district  manager  and  the  contractor 
were  able  to  arrive  at  a  cost  which  was  satisfactory  to  both  of  them. 
The  formalities,  however,  that  I  have  described  are  always  complied 
with,  even  though  the  cost  may  be  presented  after  the  work  has  been 
done. 

During  the  war,  of  course,  construction  could  not  be  held  up.  The 
contractor  would  say,  "  Well,  this  .will  be  the  cost."  The  district 
manager  might  say,  "  It  is  too  high,"  and  as  considerable  time  would 
be  consumed  in  the  two  estimating  departments,  that  of  the  Emer- 
gency Fleet  Corporation  and  that  of  the  contractor,  in  getting  to- 
gether, a  definite  order  would  be  given  that  the  work  must  be  done. 

All  of  such  extras,  however,  are  in  process  of  being  cleared  up  at 
the  present  time.  To  the  best  of  my  knowledge,  75  per  cent  of  tnem 
are  cleared  up,  and  the  other  25  per  cent  are  in  process  of  negotiation, 
between  the  contractors  and  the  district  manager. 

The  acceptance  of  that  No.  159  is  binding  on  us.  All  I  have  to 
then  ascertain  is  that  the  work  has  been  done,  and  the  contractor 
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then  presents  a  voucher  for  the  amount  of  the  approved  estimate  of 
this  Form  159,  and  it  is  paid. 

The  Chairman.  Now,  have  you  had  cases  where  extras  have  been 
ordered,  changes  in  design,  or  the  furnishing  of  some  extra  equip- 
ment not  contemplated  by  the  specifications  of  the  original  contract; 
the  estimated  cost  has  been  furnished  upon  the  form  or  in  writing  by 
the  contractor,  and  later,  when  the  voucher  has  been  presented  for 
payment,  the  amount  called  for  has  been  greatly  in  excess  of  the 
estimated  cost  9  I  do  not  mean  to  ask  for  an  individual  case,  but  do 
you  have  any  class  of  such  cases  as  that? 

Mr.  Beed.  No  such  case  has  come  to  my  notice.  To  some  extent 
that  hasprobal^ly  been  obviated  in  this  district  in  this  manner,  that 
the  district  manager  wall  often  send  these  159s  to  me  to  have  cextain 
parts  of  them  checked  up  as  to  cost,  where  the  work  has  been  done 
prior  to  the  approval  of  the  estimate. 

We  had  a  case  recently  at  a  wood  shipyard  where  the  169's  as 
presented  were  supposed  to  have  been  on  the  actual  cost  of  work, 
they  not  having  been  presented  in  advance  of  the  work  having  been 
done,  and  they  were  submitted  to  me  by  the  district  manager  and  sent 
to  the  plant  for  auditing,  and  they  were  found  to  be  slightly  in 
excess  of  the  actual  cost,  and  were  rectified  accordingly  and  then 
approved.    That  is,  they  were  corrected  by  the  contractor. 

The  Chairman.  Yes;  I  see.  So,  there  have  been,  so  far  as  you 
know,  no  payments  on  account  of  extras  or  changes  in  desi^, 
through  this  office,  where  the  amount  paid  was  greatly  in  excess  of 
the  actual  or  estimated  cost? 

Mr.  Reed.  No,  sir ;  none  whatever. 

The  Chaibman.  Of  the  extra  material  or  work  furnished  ? 

Mr.  Reed.  No,  sir;  none  whatever.  There  are,  however,  a  great 
many  of  these  159^s  out  and  approved  which  have  not  yet  come  in 
for  payment.  In  order  to  assist  the  district  manager,  I  made  a  rule 
several  months  ago  that,  where  possible,  the  contractor  should  sub- 
mit one  voucher  for  all.  changes  on  a  vessel  covered  by  159's  that 
were  issued  on  that  one  ship,  in  order  that  we  may  feel  tnat  we  were 
terminating  one  ship.  If  they  kept  coming  in  constantly,  we  would 
never  know  when  we  were  through  with  the  costs  on  the  ship. 

The  Cpiairman.  Will  vou  furnish  us  with  a  blank  form  159,  Mr. 
Reed  ? 

Mr.  Rriix).  Yes,  sir. 

The  Chairman.  I  assume  that  is  uniform  throughout  all  the  dis- 
tricts? 

Mr.  Reed.  Yes ;  to  the  best  of  my  knowledge. 

The  Chairman.  Changes  in  design  or  the  calling  for  extra  mate- 
rial or  work  ordered  by  whom  ? 

Mr.  Reed.  In  90  per  cent  of  the  cases  by  the  home  office.  All 
changes  ordered  in  the  district  are  of  a  very  minor  character. 

The  Chairman.  Such  as  what,  for  instance? 

Mr.  Reed.  Well,  as  a  usual  thing,  they  are  only  changes  that  come 
up  as  a  matter  of  disagreement  between  the  contractor  and  the  dis- 
trict office  as  to  the  original  specifications.  They  are  very  minor^  in 
character.  They  are  very  $mall  things.  They  are  things  which 
the  contractor  says  the  specifications  do  not  call  for,  but  this  office 
feels  that  they  do,  and  the  contractor  demands  that  we  put  ourselves 
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in  writing  to  the  effect  that  they  do,  that  they  are  in  addition  to  the 
specifications.  .  ^ 

The  Chairman.  Mainly  the  result  of  a  difference  of  interpretation 
of  the  terms  of  the  contract  ? 

Mr.  Beed.  I  think  so. 

The  Chairman.  You  are  familiar  with  the  purchase  of  the  site 
for  the  Liberty  yard  ? 

Mr.  Eeed.  To  some  extent ;  yes,  sir. 

The  Chairman.  Was  that  purchased  upon  the  recommendation  of 
somebody  in  this  district,  some  district  official  ? 

Mr.  Beed.  The  purchase  of  it  was  recommended  by  the  officials  of 
this  district ;  yes,  sir. 

The  Chairman.  And  did  the  voucher  for  it  pass  through  your 
office? 

Mr.  Beed.  Yes,  sir. 

The  Chairman.  What  was  the  price  paid  for  this  tract? 

Mr.  Beed.  All  of  the  land  of  the  Liberty  plant  cost  just  $1,035,000. 
I  have  an  exact  statement  of  it,  and  I  can  present  it  to  you. 

The  Chairman.  That  is  just  the  land? 

Mr.  Beed.  Just  the  land. 

The  Chairman.  Have  you  a  detailed  statement  ? 

Mr.  Beed.  Yes,  sir. 

The  Chairman.  Of  the  different  parcels? 

Mr.  Beed.  Yes,  sir. 

The  Chairman.  Will  you  furnish  that  later? 

Mr.  Beed.  Yes,  sir ;  I  have  it  all  made  up. 

The  Chairman.  Now,  do  you  know  how  many  acres  there  are  in 
the  tract?    Do  you  recall  that? 

Mr.  Beed.  One  hundred  and  sixty-eight  acres,  slightly  more  or 
less.    My  statement  will  give  you  that  figure. 

The  Chairman.  Yes,  sir.  Well,  we  will  ask  a  few  general  ques- 
tions about  that,  and  perhaps  the  statement  will  give  us  the  detailed 
information  on  it. 

Mr.  Beed.  Yes,  sir. 

The  Chairman.  Do  you  know  how  that  site  came  to  be  acquired; 
what  were  the  circumstances  in  connection  with  it,  the  need  for  it, 
and  how  the  matter  was  put  in  motion? 

Mr.  Beed.  There  was  a  great  shortage  at  that  time  of  transports, 
troop  transports,  and  there  were  very  few  ways  or  shipyards  in 
the  country  that  could  build  ships  of  the  size  that  were  desirable 
for  transports.  The  ways  had  to  be  stronger  and  larger.  It  is  not 
economical  to  enlarge  ways,  say,  that  were  constructed  to  build 
10,000-ton  ships  to  build  ships  that  are,  say,  20,000  tons,  and  the 
troop  ships  that  the  Emergency  Fleet  Corporation  contemplated 
building  were  of  20,000  dead-weight  tonnage.  Also,  speak:in^  of  tlds 
district,  all  of  the  ways  were  filled  with  the  ships  at  that  time.  As 
to  the  negotiations  in  regard  to  the  letting  of  the  contract,  we  are 
no  familiar  with  them  in  this  district.  It  was,  I  believe,  the  best 
iudgment  of  all,  however,  that  the  location  selected  was  the  very 
best  available  in  this  district 

The  Chairman.  So  it  was  acquired  chiefly  for  the  purpose  of 
construction  of  transport  ships? 

Mr.  Beed.  Wholly. 
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The  Chairman.  Well,  was  there  any  proposition  made  to  lease  it 
for  that  purpose  rather  than  to  purchase  it,  do  you  know  ? 

Mr.  Reed.  Not  that  I  know  of. 

The  Chairman.  Do  you  know  whether  there  was  any  property 
offered  to  the  Government  for  a  site  for  a  yard  at  reasonable  rental 
figures  ? 

Mr.  Reed.  Well,  it  was  thought  undesirable  to  put  money  into  a 
shipyard  on  leased  ground,  as  a  general  principle,  at  that  time.  You 
see,  this  plant  would  probably  have  cost  between  $20,000,000  and 
$30,000,000,  and  it  would  hardly  be  an  economical  proposition  to  put 
that  on  leased  ground.  I  think  that  was  the  judgment  of  all  of 
the 

The  Chairaian.  Was  this  transaction  taken  up  subsequently,  if 
you  know,  to  the  Hog  Island  transaction? 

Mr.  Reed.  Yes.  Oh,  yes ;  considerably  subsequent,  to  the  best  of 
my  knowledge. 

The  Chairman.  How  much  has  been  spent  on  the  plant  over  there? 

Mr.  Reed.  Approximately  $6,000,000,  including  the  land.  That 
includes  the  land. 

The  Chairman.  No  ;  exclusive  of  the  land — $5,000,000,  do  you 
think? 

Mr.  Reed.  $5,000,000;  yes. 

The  Chairman.  What  has  been  done  to  account  for  that  sum  ? 

Mr.  Reed.  All  of  the  plans  of  the  yard  were  prepared,  consider- 
able dredging  was  done,  a  large  amount  of  piling  was  driven,  and 
a  considerable  quantity  of  machinery  ordered  and  some  of  it  de- 
livered; railroad  tracks  were  laid  over  the  plant  site,  and  a  large 
organization  was  gotten  together  and  was  working  at  a  considerable 
speed  at  the  time  the  project  was  stopped.  The  foundations  of  sev- 
eral buildings  were  in,  and  some  of  the  buildings  partly  or  wholly 
erected.  In  think  that  covers  in  a  general  way  the  extent  of  the 
work  accomplished. 

The  Chairman.  Now,  can  you  give  us  a  detailed  statement  of  the 
$5,000,000  under  those  headings? 

Mr.  Reed,  Yes,  sir. 

The  Chairman.  And,  if  you  can,  I  wish  you  would  give  us  the 
details  of  the  organization,  just  what  organization  they  had,  the 
officials,  the  salaries,  and  also  the  number  of  employees,  without  the 
names.    We  would  like  the  names  of  the  officials. 

Mr.  Reed.  Yes. 

The  Chairman.  Down  as  far  as  the  foremen  or  subforemen,  or 
whatever  their  titles  were. 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Now,  did  I  understand  you  to  say,  Mr.  Reed, 
that  you  did  not  know  of  any  site  being  offered  to  the  Government 
for  rental  upon  reasonable  terms? 

Mr.  Reed.  No,  sir. 

The  Chairman.  Just  before  or  at  the  time  of  the  purchase  of  the 
Liberty  site? 

Mr.  Reed.  No,  sir ;  the  only  other  site  that  I  heard  discussed  as  a 
possible  location  was  one  at  Redwood  City. 

The  Chairman.  How  far  is  that  from  here  ? 

Mr.  Reed.  Approximately  15  miles. 
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The  Chairman.  In  what  direction? 

Mr.  Reed.  It  is  what  they  call  down  the  peninsula,  down  toward 
San  Mateo,  Burlingame,  and  Palo  Alto.  It  was  where  the  concrete 
ship  F(dth  was  built. 

The  Chairman.  Toward 

Mr.  Keed.  Toward  the  south,  toward  Los  Angeles. 

The  Chairman.  Toward  Los  Angeles? 

Mr.  Beed.  Yes ;  toward  the  south. 

The  Chairman.  In  Frisco  Bay,  or  down  beyond  the  wire  and 
steel  plant? 

Mr.  Reed.  Yes;  down  that  way — just  down  beyond  the  Schubaehcr 
plant. 

The  Chairman.  Was  that  site  investigated,  do  you  know? 

Mr.  Reed.  Yes;  I  think  it  was  investigated  to  quite  an  extent 
You  see,  Capt.  Pillsbury  and  the  local  people- here  are  familiar  with 
these  places  without  making  any  extensive  investigation  of  them. 

The  Chairman.  Yes. 

Mr.  Reed.  I  believe,  though,  it  was  always  thought  to  purchase 
it  rather  than  to  rent  it,  if  the  plant  was  to  be  built  there. 

The  Chairman.  Was  the  site  not  adequate  or  suitable  for  th^ 
purpose  ? 

Mr.  Reed.  Not  as  desirable  as  the  site  that  was  obtained. 

The  Chairman.  Because  of  its  distance,  was  it,  or  do  you  know? 

Mr.  Reed.  Mainly  because  of  its  distance  from  the  labor  supply. 
That  seemed  to  be  the  biggest  problem  at  that  time,  to  have  the 
plant  where  the  labor  supply  was  available. 

The  Chairman.  Do  you  mow  whether  the  plan  for  the  acquisition 
of  the  Liberty  site,  which  was  purchased  for  transport  construction 
chiefly,  contemplated  the  construction  of  any  other  ships  there? 

Mr!  Reed.  It  was  undobutedly  considered  that  that  would  be  a 
permanent  shipbuilding  plant ;  yes — as  permanent  as  any  other  ship- 
building plant. 

The  Chairman.  As  permanent  as  Hog  Island,  probably,  if  you 
know  ? 

Mr.  Reed.  Probably  as  permanent  as  any  shipbuilding.  The  life 
of  that  depends  upon  the  business  there  is  after  the  war. 

The  Chairman.  Do  you  Imow  how  many  ways  they  contemplated 
putting  in  there? 

Mr.  Reed.  I  believe  it  was  eight  ways.  There  was  some  talk  of 
ten. 

The  Chairman.  Now,  who  is  the  official  here  who  is  familiar  with 
the  engineering  problem  in  connection  with  the  acquisition  of  the 
Liberty  plant  and  the .  need  of  ways  for  transport  construction, 
which  had  to  be  larger  and  stronger  than  those  used  for  the  con- 
struction of  cargo  ships?  Upon  whose  recommendation,  from  the 
engineering  standpoint,  was  this  site  acquired,  if  you  know,  or  was 
that  through  the  home  office? 

Mr.  Reed.  That  was  almost  wholly  through  the  home  office,  in 
consultation  with  or  asking  questions  of  various  people  here. 

The  Chairman.  Is  it  your  understanding  that  they  could  acquire 
that  site,  construct  the  ways,  and  perfect  an  organization  and  secure 
the  necessary  material  for  the  construction  of  transports  sooner  than 
they  could  have  taken  an  existing  yard  upon  the  JPacific  coast,  en- 
Uirged  those  ways,  and  started  construction  of  the  transports? 
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Mr.  Bjbed.  This  was  virtually  an  enlarging  of  the  Bethlehem  plant 
at  Alameda.  The  proposition  there  was  the  same  as  it  would  have 
been  at  any  other  yara  that  was  going  to  be  enlarged. 

The  Chaibman.  It  would  mean  the  same  amount  of  work  to  con- 
vert w^s  used  for  cargo  ships  into  ways  for  transport  building? 

Mr.  Keed.  Oh,  it  would  not  take  the  same  amount,  and  all  the 
ways  in  the  district  were  busy  at  that  time.  It  would  have  meant 
the  stopping  of  construction  on  work  that  was  then  under  way.  A 
number  of  ways,  as  I  understand  it,  would  have  to  be  completely 
i*ebuilt. 

The  Chairman.  But  that  would  not  have  been  as  much  work  as  to 
have  built  a  new  yard,  would  it? 

Mr.  Reed.  Yes ;  from  all  the  information  I  have  had  given  to  me, 
I  would  say  that  it  would,  particularly  if  this  plant  was  adjoining  a 
shipbuilding  plant  that  was  then  in  operation. 

The  Chairman.  Is  it  not  a  fact  that  just  about  this  time  a  number 
of  yards  were  awarded  additional  contracts  in  this  vicinity  for  cargo 
ships? 

Mr.  Beed.  Just  about  that  time,  yes.  I  could  verify  that^  but  I 
am  pretty  sure.  Up  to  and  after  that  time  we  were  continually 
awarding  contracts  to  yards,  considering  that  we  should  look  two 
years  ahead,  in  order  that  they  might  get  out  their  plans  and  order 
their  material  and  have  it  available  when  their  present  contracts 
were  expiring. 

The  Chairman.  Are  you  informed  as  to  whether  or  not  there  were 
any  negotiations  between  the  War  Department  and  the  Shipping 
Soard  or  Fleet  Corporation  officials  with  reference  to  the  need  of 
these  transports? 
'  Mr.  Beed.  No,  sir ;  I  am  not. 

The  Chairman.  Are  you  familiar  with  the  affairs  of  the  Pacific 
Coast  Shipbuilding  Co.? 

Mr.  Eeed.  Yes,  sir. 

The  Chairman.  Do  you  remember  when  that  yard  was  started,  or 
about  when? 

Mr.  Reed.  About  the  first  of  1918.    I  think  that  is  the  date. 

The  Chairman.  Was  that  yard  there  established 

Mr.  Reed.  May  I  interrupt  just  a  minute.  I  have  a  book  down- 
fit  airs  here  whicn  I  can  get  the  information  from  to  answer  these 
questions  precisely,  and  I  will  get  that,  if  you  will  excuse  me. 

The  Chairman.  Yes;  perhaps  that  would  be  better. 

(The  witness  thereupon  left  the  room  and  returned  with  the 
book  in  question.) 

The  Chairman.  I  think  I  was  asking  about  when  that  was. 

Mr.  Reed.  Yes.    About  the  first  of  1918. 

The  Chairman.  Was  that  upon  the  recommendation  of  any  of 
the  Fleet  Corporation  officials  or  the  Shipping  Board  people? 

Mr.  Reed.  Of  this  district? 

The  Chairman.  Yes,  sir. 

Mr.  Reed.  No,  sir. 

'ITie  Chairman.  Do  you  know  how  that  plant  there  came  to  be 
begun?  What  official  encouragement  did  it  have  fi'om  the  Govern- 
ment, the  Shipping  Board,  or  the  Emergency  Fleet  Corporation? 

Mr.  Reed.  Well,  there  was  a  p-eat  need  of  ships,  and  the  |)resent 
officials  of  the  Pacific  Coast  Shipbuilding  Co.  went  to  Washington 
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and  eonducted  their  negotiations  practically  as  any  other  shipbuilder. 
describing  the  site  they  had,  stating  the  personnel  that  they  had,  and 
I  presume  the  financial  backing  that  they  had.  Inquiries  were  made 
by  the  home  office  of  the  local  officials  regarding  the  feasibility  ol 
the  site  and  the  character  of  the  men  involved,  and  they  were  finallj 
awarded  a  contract. 

The  Chairman.  Was  the  reconmiendation  of  the  district  office 
favorable  toward  the  establishment  of  a  plant  there? 

Mr.  Reed.  In  general,  yes:  providing  they  were  satisfactorily 
financed. 

The  Chairman.  Well,  were  the  district  officials  satisfied  witli  the 
financial  condition  of  the  organization  at  the  time  the  home  office 
called  for  recommendations  here? 

Mr.  Reed.  No,  sir. 

The  Chairman.  Was  there  any  plant  there  at  all  at  that  time? 

IVIr.  Reed.  Xo,  sir. 

The  Chairman.  Who  was  connected  with  that  organization  at  it? 
inception,  who  was  familiar  with  the  construction  of  ships,  and  who 
had  had  experience  along  that  line  ? 

Mr.  Reed.  Mr.  John  T.  Scott. 

The  Chairman.  Who  was  Mr.  Scott? 

Mr.  Reed.  Mr.  Scott  was  formerly  with  the  Moore  &  Scott  Iron 
Works,  and  he  and  his  family  are  old  shipbuilders  in  this  district 

The  Chairman.  Steel  ships? 

Jlr.  Reed.  Steel  ships. 

The  Chairman.  Is  he  still  connected  with  the  concern  out  thei'e? 

Mr.  Reed.  To  the  best  of  my  knowledge  and  belief  he  is. 

The  Chairman.  Was  he  at  that  time  connected  with  the  Moore  & 
Scott  Co.  ? 

Mr.  Reed.  Just  about  that  time,  or  shortly  beft)re  that,  he  haJ 
s(5l(l  out  his  interests  to  the  Moore  interests  of  the  Moore  Sliipbuild- 
ing  Co. 

The  Chairman.  That  is,  the  Moore  yard  here — three  or  four 
brothers? 

Mr.  Reed.  Yes:  Bob  Moore  and  Joe  Moore.     They  made  a  very 

^-excellent  record. 

The  Chairman.  They  arc  building  a  big  dry  deck? 

Mr.  Reed.  Yes:  and  marine  boilers. 

The  Chair^ian.  With  reference  to  the  finances.  I  undei-stood  yen 
to  say  that  the  situation  was  not  such  as  resulted  in  the  district 
office  approving  their  financial  backing? 

Mr.  Reed.  W  e  do  not  know  what  promises  the  Pacific  Coast  Ship- 
building Co.  made  to  the  home  office  in  regard  to  their  future 
financing. 

The  Chair3ian.  Were  you  not  advised  before  you  were  asked  for 
a  recommendation? 

Mr.  Reed.  Xo.  I  was  asked  to  look  up  their  financial  standin<r. 
and  they  sent  a  man  in  to  me  who  stated  that  they  would  be  able  to 
sell  sufficient  securities  to  finance  them.  That  was  all  the  informa- 
tion I  was  able  to  obtain. 

The  Chairman.  You  are  familiar  with  their  financial  transaction? 
since  they  were  awarded  contracts,  are  you? 
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Mr.  SEfED.  I  am  familiar  with  our  financial  transactions  with 
them  and  their  general  finances — ^not  with  the  details  of  their 
finances. 

The  Chairman.  What  did  their  first  contract  call  for? 

Mr.  Reed.  Ten  vessels. 

The  Chairman.  They  have  only  had  one  contract? 

Mr.  Reed.  Only  one  contract,  for  10  ships. 

The  Chairman.  What  size  ships? 

Mr.  Reed.  9,400  dead-weight  tons  each. 

The  Chairman.  Were  they  advanced  any  money  toward  the  con- 
struction of  the  plant,  by  the  Fleet  Corporation  ? 

Mr.  Reed.  They  were  allowed  to  use  $700,000  out  of  their  initial 
payment  of  10  per  cent  on  all  the  vessels  for  the  construction  of  their 
plant. 

The  Chairman.  Seven  hundred  thousand  dollars? 

Mr.  Reed.  Yes. 

The  Chairman.  Now,  what  was  the  initial  payment  on  all  of 
their  vessels?    What  would  that  amount  to? 

Mr.  Reed.  $1,384,620. 

The  Chairman.  How  many  ways  have  they  got  there? 

Mr.  Reed.  They  have  four  ways. 

The  Chairman.  That  left  them  $684,000  of  their  initial  payment 
to  be  applied  to  ship  construction  ? 

Mr., Reed.  Yes,  sir. 

The  Chairman.  Did  they  give  the  Fleet  Corporation  a  mortgage 
upon  their  plant? 

Mr.  Reed.  No,  sir. 

The  Chairman.  At  the  time  of  this  advance? 

Mr.  Reed.  No,  sir. 

The  Chairman.  What  securitv  did  the  Fleet  Corporation  have 
for  this  initial  payment  of  $1,384,000? 

Mr.  Reed.  A  signed  contract  to  deliver  10  vessels. 

The  Chairman.  Well,  that  was  before  they  had  a  yard. 

Mr.  Reed.  Yes. 

The  Chairman.  And  that  was  in  one  payment;  that  $1,384,000 
payment  was  in  one  payment? 

Mr.  Reed.  It  was  a  payment  with  strings  on  it.  It  was  put  into 
a  bank,  and  the  disbursement  of  it  was  controlled  by  us.  Each  check 
and  each  disbursement  had  to  be  approved  and  signed,  and  was 
approved  and  signed,  by  the  local  officials  of  the  Fleet  Corporation, 
and  the  money  was  spent  as  called  for  in  the  contract. 

The  Chairman.  So  checks  drawn  against  the  initial  payment  had 
to  be  countersigned  by 

Mr.  Reed.  By  myself. 

The  Chairman.  By  you  ? 

Mr.  Reed.  And  the  district  manager. 

The  Chairman.  And  in  that  way  the  Fleet  Corporation  knew  how 
the  money  was  being  applied  ? 

Mr.  Reed.  Precisely. 

The  Chairman.  Now,  was  the  $700,000  allowed  for  plant  equip- 
ment used  for  that  purpose  ? 

Mr.  Reed.  Entirely  for  the  plant. 

The  Chairman.  Any  more  tnan  that;  did  they  exceed  that  sum? 
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Mr.  Reed.  They  spent  $750,000  in  addition  to  that,  which  they 
obtained  from  a  mortgage.  '       ' 

The  Chairman.  Now,  was  the  mortgage  given  prior  to  the  initial 
payment  beinff  placed  to  their  credit  or  suMequent? 

Mr.  Eeed.  SuDsequent. 

The  Chairman.  Was  the  mortgage  given  at  about  the  time  the 
$700,000  had  been  expended  ? 

Mr.  Reed.  I  am  not  familiar  with  the  exact  date,  but  from  the 
obtaining  of  the  contract  they  were^  of  course,  simultaneously  get- 
ting their  finances,  selling  stock,  arranging  for  the  bonds,  which  is 
the  $750,000  that  I  speak  of;  but  just  when  the  money  was  actually 
forthcoming  from  the  sale  of  the  bonds  I  can  not  say  exactly. 

The  Chairman.  They  issued  bonds  t 

Mr.  Reed.  Bonds;  yes,  sir.  That  was  the  mortgage  that  I 
speak  of. 

The  Chairman.  Yes,  sir:  and  you  do  not  know  whether  that  wis 
issued  just  a  little  while  beiore  or  about  the  time  the  $700,000  appor- 
tionment of  this  initial  payment  had  been  expended  in  plant  and 
equipment  ? 

Mr.  Reed.  I  do  know  that  we  had  to  hurry  them — had  to  try  to 
get  them  to  hurry  and  complete  their  finances  to  obtain  the  money 
which  they  needed. 

The  Chairman.  That  is,  this  $750,000  was  used  up  in  plant  exten- 
sion, and  further  money  was  not  in  sight  to  complete  the  plants  and 
you  had  to  urge  them  to  get  that  in  order  to 

Mr.  Reed.  I  recall  there  was  a  time  when  we  were  concerned  to 
know  whether  or  not  they  were  going  to  obtain  sufficient  money 
to  build  the  plant. 

The  Chairman.  Now,  Mr.  Reed,  assuming  that  the  $700,000  was 
expended  by  the  company  under  payments  made  by  checks,  which 
were  countersigned  by  you  and  the  district  manager,  and  that  the 
balance  of  the  $684,000  had  been  expended  or  obligated 

Mr.  Reed.  On  ship  construction. 

The  Chairman  (continuing).  On  ship  construction. 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  And  the  concern  then  quit.  What  security  would 
the  Government  have  had  for  the  money  that  it  expended  ? 

Mr.  Reed.  Well,  we  would  have  had  the  incomplete  contract 
which  they  had  signed.    That  is  all,  to  the  best  of  my  judgment 

The  Chairman.  Well,  you  would  have  had  the 

Mr.  Reed.  The  title  to  the  materials.  The  ship  materials  would  in 
all  probability  be  found  to  have  been  in  the  Emergency  Fleet  Cor- 
poration. 

The  Chairman.  That  was 

Mr.  Reed.  $684,000. 

The  Chairman.  $684,000? 

Mr.  Reed.  Yes. 

The  Chairman.  But  the  other  plant  and  its  equipment  was  placed 
subject  to  a  mortgage? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Did  they  secure  the  additional  sum  to  complete 
their  plant? 

Mr.  Rebd.  Yes,  sir. 

The  Chaibman.  Or  the  financing  of  their  own  arrangement? 
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Mr.  Reed.  Yes,  sir. 

The  Chairman.  Was  it  necessary  for  the  district  oflSce  of  the  Fleet 
Corporation  to  come  to  their  assistance  further  financially? 

Mr.  Reed.  No. 

The  Chairman.  Was  the  housing  proposition  up  there  a  separate 
proposition  ? 

Mr.  Reed.  Yes,  sir ;  a  separate  transaction. 

The  Chairman.  Under  a  separate  contract? 

Mr.  Reed.  Under  a  separate  contract. 

The  Chairman.  With  whom  was  that  contract  made  ? 

Mr.  Reed.  With  the  Clyde  Co. 

The  Chairman.  Who  was  the  Clyde  Co.  ? 

Mr.  Reed.  The  Clyde  Co.  was  composed  of  the  same  people  as  the 
Pacific  Coast  Shipbuilding  Co. 

The  Chairman.  The  same  officials? 

Mr.  Reed.  Virtually. 

The  Chairman.  Mr.  BurgesK  was  the  president  of  the  Shipbuild- 
ing Co.  and  also  of  the  Cylde  Co.,  was  he,  or  manager  ? 

Mr.  Reed.  He  is  president  of  the  Pacific  Coast  Shipbuilding  Co., 
and  he  was  the  leading — ^he  was  the  chairman  of  the  board  of  direc- 
tors, at  any  rate,  of  the  Clyde  Co.  Whether  he  was  nominally  presi- 
dent I  do  not  at  this  minute  recall. 

The  Chairman.  Will  you  give  us  the  histoi'y  of  the  Clyde  Co.? 
Just  tell  us  what  connection  tliis  office  had  with  it.  what  was  done, 
and  what  the  proposition  was  which  was  finally  put  through,  and 
when  it  began. 

Mr.  Reed.  The  other  officials  of  the  Fleet  Corporation  here  at  that 
time  could  tell  you  more  of  the  inception  than  I. 

The  Chairman.  Who  would  they  be? 

Mr.  Reed.  Capt.  Pillsbury  or  our  council,  Mr.  Thatcher. 

The  Chairman.  Is  Mr.  Thatcher  still  connected  with  the  office? 

Mr.  Reed.  No^  sir;  but  he  is  here  where  we  can  get  him.  He  is 
near  here.  He  is  an  attorney  and  has  an  office  here.  However,  I 
can  tell  you  in  a  general  way. 

The  Pacific  Coast  Shipbuilding  Co.  was  short  of  certain  classes  of 
workmen,  and  thev  found  it  difficult  and  somewhat  costly  to  trans- 
jjort  workmen  from  San  Francisco  and  Oakland,  and  evidently. de- 
cided that  what  they  needed  was  more  housing  in  the  vicinity  of 
their  plant.  Also,  just  at  that  time,  some  $75,000,000,  I  believe,  was 
appropriated  by  Congress  for  housing  purposes,  and  the  Pacific  Ship- 
building Co.  sent  some  one  on  to  try  to  obtain  a  certain  allotment. 

The  Chairman.  Some  one  on  to  the  home  office? 

Mr.  Reed.  Yes;  for  housing  purposes,  the  result  being  that  we 
agreed  to  finance  the  building  of  the  town  of  Clyde.  A  contract  was 
drawn  between  the  Clyde  Co.  and  ourselves  to  that  effect.  Six  hun- 
dred thousand  dollars  has  been  advanced  by  the  Emergency  Fleet 
Corporation,  and  the  project  is  now  complete. 

The  Chairman.  Consisting  of  a  hotel  and  103  houses? 

Mr.  Reed.  Consisting  of  a  hotel  and  103  houses. 

The  Chairman.  Did  the  Clyde  Co.  have  title  to  the  land? 

Mr.  Reed.  The  Clyde  Co.  had  title  to  the  land,  yes.  It  was  do- 
nated to  the  Clyde  Co.  by  the  Pacific  Coast  Shipbuilding  Co.,  to  the 
best  of  my  knowledge. 
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The  Chairman.  And  do  you  remember  how  large  a  tract  of  lanJ 
they  had? 

Mr.  Heed.  Just  what  the  acreage,  is  I  do  not  recall,  Mr.-  Walsh. 
There  is  a  complete  report  of  the  cost  of  Clyde. 

The  Chairman.  Will  you  let  us  have  a  copy  of  that  ? 

Mr.  Keed.  Yes,  sir. 

The  Chairman.  What  does  that  show? 

Mr.  Eeed.  This  shows  a  complete  cost  of  $821,922.66  as  against  the 
original  estimate  of  considerably  over  a  million  dollars  and  a  final 
estimate  of  $900,000.  The  Emergency  Fleet  Corporation  was  not 
completely  satisfied  with  the  way  they  were  building  the  town,  so 
local  officers  here  were  put  on  the  ooard  of  directors  of  the  Clyde  Co.. 
and  assumed  all  the  omcerships  in  the  Clyde  Co.,  and  we  virtually 
built  the  town.  Mr.  Frey  was  president  of  the  Clyde  Co.  I  was 
vice  president  and  treasurer,  and  Capt.  Pillsbury,  Mr.  Frey,  Mr. 
Thatcher,  Mr.  Walker,  and  myself  composed  the  board  of  directors. 

The  Chairman.  That  was  under  an  agreement  with  the  company? 

Mr.  Reed.  Yes. 

The  Chairman.  You  were  duly  elected? 

Mr.  Reed.  We  were  duly  elected,  and  did  not  resign  until  the  town 
was  completed.  We  have  now  resigned,  and  the  old  officers  have  the 
company  back. 

The  Chairman.  When  was  the  housing  project  started? 

Mr.  Reed.  About  May,  1918. 

The  Chairman.  Wlien  were  any  of  the  houses  or  the  hotel  ready 
for  occupancy? 

Mr.  Reed.  About  a  year  later — about  May  or  June,  1919. 

The  Chairman.  Do  you  know  whether  or  not  prior  to  the  district 
office  taking  over  the  offices  in  the  company — ^that  is,  being  elected 
officials  of  the  company — the  plans  contemplated  the  erecting  of 
houses  upon  larger  lots;  that  is  to  say,  whether  they  contemplated 
putting  houses  so  that  they  would  cover  the  entire  tract  of  land 
rather  than  just  the  portion  that  they  now  occupy? 

Mr.  Reed.  No;  I  do  not  think  that  was  changed,  but  it  did  con- 
template building  more  houses. 

The  Chairman.  Now,  the  houses  that  are  there  cover  practically 
40  or  50  acres  ? 

Mr.  Reed.  I  think  so. 

The  Chairman.  And  they  contemplated  covering  the  entire  tract 
with  houses;  is  that  your  understanding? 

Mr.  Reed.  I  think  they  contemplated  covering  fully  twice  as  much 
as  they  have  covered. 

The  Chairman.  And  why  was  not  that  done? 

Mr.  Reed.  It  was  seen  that  the  costs  were  going  to  be  considerably 
more  than  the  funds  which  were  available  would  permit. 

The  Chairman.  The  estimate  of  a  million  and  some  odd  hundred 
thousand  dollars  was  for  a  larger  number  of  houses  than  were  even- 
tually built? 

Mr.  Reed.  Yes,  sir ;  the  original  estimate. 

The  Chairman.  The  final  estimate  of  $900,000  was  for  a  larger 
number  of  houses? 

Mr.  Reed.  No,  sir ;  that  was  just  as  completed. 

The  Chairman.  That  was  for  the  103  houses  and  th^B  hotel? 

Mr.  Reed.  That  was  for  the  103  houses  and  the  hotel ;  yes,  sir. 
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The  Chairmak.  Do  ypu  know  how  much  the  hotel  cost? 

Mr.  Reed.  I  can  look  that  up  and  supply  that  answer. 

The  Chairman.  Was  it  not  about  $156,000? 

'  Mr.  Eeed.  About  $130,000, 1  think,  is  nearer. 

The  Chairman.  Well,  will  you  look  that  up,  Mr.  Beed,  and  let  us 
know  definitely? 

Mr.  Seed.  Yes. 

The  Chairman.  What  is  the  greatest  number  of  houses  thaf  have 
been  occupied  out  there,  if  you  know  ? 

Mr.  Seed.  About  50,  to  the  best  of  my  knowledge.  I  can  find 
that  out. 

The  Chairman.  Yes;  and  also  the  hotel,  as  to  the  largest  number 
of  occupants  that  that  has  had. 

Mr.  Keed.  Yes,  sir. 

The  Chairman.  Do  you  know  how  far  the  development  of  that 
project  had  progressed  at  the  time  the  armistice  was  signed  and 
the  contracts  for  ships  began  to  be  canceled?  , 

Mr.  Seed.  Yes.  Commitments  were  made  for  practically  the  com- 
plete town. 

The  Chairman.  Yes:  but  how  far  had  the  construction  work  pro- 
gressed? 

Mr.  Seed.  Fid?y  50  per  cent,  in  percentage  figures. 

The  Chairman.  Now,  does  that  mean  that  50  per  cent  of  the 
houses  had  begun,  or  that  50  per  cent  of  the  103  houses  had  been 

Mr.  Seed.  That  means  50  per  cent  of  the  town  development  and 
of  the  house  construction  and  the  general  town  construction. 

The  Chairman.  Were  all  of  these  houses  built  to  commence  prac- 
tically at  the  same  time,  the  108  houses,  or  did  they 

Mr.  Seed.  Practically;  yes. 

The  Chairman.  So  that  in  December  of  1918  it  would  have  been 
impracticable  to  have  canceled  any  of  the  work  of  construction  there 
at  Clyde? 

Mr.  Seed.  That  was  considered  at  that  time  verv  carefully,  and  it 
was  decided  that  the  only  way  to  pull  out,  from  tne  financial  stand- 
point, would  be  to  complete  the  town  up  to  the  extent  of  its  reduced 
program,  that  we  had  to  build  the  houses  in  order  to  have  any  possi- 
bility of  receiving  anything  back,  and  all  that  a  half  completed  town 
would  do  would  be  to  ruin  the  land  for  agriculture. 

The  Chairman.  Well,  if  you  erect  a  lot  of  houses  upon  a  tract  of 
land  that  was  never  intended  to  complete  these  houses  on,  you  would 
also  ruin  the  land  for  agriculture. 

Mr.  Seed.  That  is  true. 

The  Chairman.  But  the  situation  was  carefully  considered  at  the 
time,  and  the  best  judgment  of  the  ofiicials,  both  here  and  at  the  home 
office,  as  I  understand  it,  was  to  complete  the  project  and  await  future 
developinents  ? 

Mr.  Seed.  To  complete  the  project  in  its  reduced  amount;  yes. 

The  Chairman.  Were  there  any  advances  to  the  Pacific  Coast 
Shipbuilding  Co.  on  account  of  transportation  of  help — either  ad- 
vances or  payments  ? 

Mr.  Seed.  We  paid  50  per  cent  of  the  cost  of  transportation  for 
several  months. 

The  Chairman.  From  where? 
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Mr.  Reed.  From  Oakland  and  San  Francisco  to  Bay  Point. 

The  Chatrbcan.  By  rail? 

Mr.  Reed.  By  rail.  We  paid  50  per  cent  of  the  cost  of  several 
special  trains. 

The  Chairman.  Will  you  let  us  have  the  figures  on  that,  too  ? 

Mr.  Reed.  That  cost  approximately  $76,000. 

The  Chairman.  $76,000? 

Mr.  Reed.  It  cost  the  Fleet  Corporation  approximately  $76,000. 

The  Chairman.  Their  share? 

Mr.  Reed.  Our  share. 

The  Chairman.  What  was  the  ^eatest  number  of  men  they  had 
employed  at  that  plant  up  to  the  time  they  quit  there? 

Mr.  Reed.  I  shall  have  to  supply  the  answer  to  that,  too. 

The  Chairman.  Can  you  also  give  us  the  greatest  number  of  men 
that  you  were  transporting? 

Mr.  Reed.  Yes,  sir ;  I  will  supply  both  of  those. 

The  Chairman.  Did  the  Fleet  Corporation  pav  for  the  operation 
of  the  hotel? 

Mr.  Reed.  No,  sir. 

The  Chairman.  That  was  operated  by  the  Qh^de  Co.  ? 

Mr.  Reed.  That  was  operated  by  the  Clyde  C5o. 

The  Chairman.  While  you  were  an  officer  of  the  concern  ? 

Mr.  Reed.  No,  sir ;  not  i?^hile  I  was  an  officer  of  the  concern.  All 
the  Emergency  Fleet  Corporation  officers  resigned  at  the  completion 
of  construction  and  before  the  operating  of  the  town. 

The  Chairman.  Oh,  yes;  so  that  you  only  took  office,  you  and  your 
associates  here  in  the  district  office,  took  office  in  the  Cly^e  Co.  for  the 
purpose  of  effectuating  the  development  of  the  project  and  getting 
it  ready  for  operation? 

Mr.  Keed.  And  to  see  that  the  money  was  properly  spent. 

The  Chairman.  And  to  see  that  the  money  was  properly  spent? 

Mr.  Reed.  Yes. 

The  Chairman.  Now,  have  you  any  security  for  the  advances  made 
to  the  Clyde  Co.? 

Mr.  Reed.  Yes. 

The  Chairman.  What  is  it? 

Mr.  Reed.  We  have  a  note  for  the  full  amount,  and  the  note  is 
guaranteed  by  the  Pacific  Coast  Shipbuilding  Co.  We  also  have  all 
of  the  capital  stock  of  the  Clyde  Co. 

The  Chairman.  Do  you  know  whether  or  not  that  project  is  sub- 
ject to  a  mortgage  given  by  the  Clyde  Co.  ? 

Mr.  Reed.  No;  it  is  not.  There  is  no  mortgage.  Well,  let  me 
change  that.    Yes ;  we  have  a  mortgage  on  the  greater  portion  of  it 

The  Chairman.  You  have  a  mortgage  on  tne  portion  which  is 
occupied  by  buildings? 

Mr.  Reed.  Yes. 

The  Chairman.  Do  you  know  whether  the  remainder  of  the  prop- 
erty is  subject  to  a  mortgage  held  by  other  parties? 

Mr.  Reed.  No. 

The  Chairman.  It  is  not,  or  you  do  not  know  ? 

Mr.  Reed.  I  do  not  know,  but  I  do  not  believe  that  it  is. 

The  Chairman.  Did  not  the  Clyde  Co.  issue  some  bonds? 

Mr.  Reed.  No. 
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The  Chairman.  How  long  was  Capt.  Pillsbury  in  charge  of  the 
district  office? 

Mr.  Heed.  Capt.  Pillsbury  was  in  charge  from  the  inception,  in 
May,  1917, 1  think. 

The  Chairman.  About  until  the  first  of  June  of  this  year,  was  it? 

Mr.  Reed.  The  end  of  May ;  yes,  sir.  The  end  of  May,  1919.  That 
is  right. 

The  Chairman.  You  came  here  with  him,  then? 

Mr.  Keed.  Yes,  sir ;  I  came  two  days  after  he  did. 

The  Chairman.  Who  selected  the  various  officials  in  this  district? 

Mr.  Reed.  Gen.  Goethals  selected  Capt.  Pillsbury,  and  D.  H.  Ben- 
der or  Gen.  Goethals  selected  me.  Admiral  Rosseau  and  Capt.  Pills- 
bury selected  District  Plant  Engineer  Dickey.  Is  that  sufficient,  Mr. 
Walsh? 

The  Chairman.  Who  selected  the  inspectors? 

Mr.  Reed.  The  district  manager  selected  all  of  those  inspectors. 

The  Chairman.  Capt.  Pillsbury? 

Mr.  Reed.  Capt.  Pillsbury. 

The  Chairman.  Who  fixed  the  salaries  of  the  other  officials,  not  the 
captain  himself,  but  the  other  officials  in  this  district,  while  Capt. 
PiUsbury  was  in  charge? 

Mr.  Reed.  They 'were  fixed  by  the  district  officials,  subject  to  the 
approval  of  our  home  office. 

The  Chairman.  Now,  at  any  time  since  you  have  been  here,  Mr. 
Reed,  has  this  district  been  allotted  by  the  home  office  a  certain  sum 
for  construction  work,  for  organization  expenses,  and  for  other  pur- 
poses? 

Mr.  Reed.  No  ;  no  specific  sum  has  been  allotted  to  us. 

The  Chairman.  What  is  the  practice  of  this  district  with  refer- 
ence to  the  pavment  of  bonuses? 

Mr.  Reed,  fionuses  for  what? 

The  Chairman.  Anj^thing. 

Mr.  Reed.  I  know  of  no  bonuses.  Bonuses  for  completion  of 
ships  in  advance? 

The  Chairman.  Yes :  that  or 

Mr.  Reed.  Those  are  in  accordance  with  each  contract. 

The  Chairman.  Are  there  any  other  bonuses  paid? 

Mr.  Reed.  I  do  not  recall  any,  unless  you  have  one  special  kind 
in  mind. 

The  Chairman.  Well,  do  you  know  of  any  bonuses  being  paid  here 
by  the  yards  to  their  foremen  or  workmen,  for  which  the  construc- 
tor has  asked  reimbursement  through  the  district  office  ? 

Mr.  Reed.  Yes. 

The  Chairman.  Have  thev  been  allowed? 

Mr.  Reed.  Yes. 

The  Chairman.  What  has  been  paid  ? 

Mr.  Reed.  At  the  plant  at  the  Pacific  Shipbuilding  Corporation, 
whenever  a  vessel  is  launched,  there  are  certain  so-called  bonuses 
paid  to  several  of  the  foremen  that  worked  on  the  vessel.  These 
bonuses  range  anywhere  from  $10  to  $200. 

The  Chairman.  Now,  was  this  permitted  under  the  contract? 

Mr.  Reed.  Yes. 

The  Chair3ian.  Or  provided  for  in  the  contract? 

Mr.  Reed.  Yes. 
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The  Chairman.  Thej  are  provided  for  in  the  contract? 

Mr.  Reed.  Yes;  that  is  an  old  established  custom  here.  That  has 
been  the  shipbuilders'  way,  to  aid  the  esprit  de  corps  of  the  per- 
sonnel, of  the  foremen. 

The  Chairman.  Is  that  added  to  the  cost  of  construction,  or  is 
that  supposed  to  come  out  of  the  contract  price? 

Mr.  Reed.  That  is  added  to  the  cost  of  construction. 

The  Chairman.  Can  you  let  us  have  the  statement  as  to  how 
much  has  been  expended  and  how  much  is  claimed  on  account  of 
such  bonuses  as  that  ? 

Mr.  Reed.  Yes.    On  the  ships  that  have  been  completed? 

The  Chairman.  On  the  ships  that  have  been  completed,  yes. 

Mr.  Reed.  Yes. 

The  Chairman.  What  is  the  practice  here  with  reference  to 
launching  expenses? 

Mr.  Heed.  Just  what  do  you  mean  by  "  launching  expenses,"  Con- 
gressman ? 

The  Chairman.  Well,  do  you  make  an  allowance  to  each  yard, 
to  the  constructor,  for  the  launching  of  the  ship  ? 

Mr.  Reed.  No  ;  we  do  not. 

The  Chairman.  Who  bears  the  expense  of  launching? 

Mr.  Reed.  Just  what  do  you  mean  by  the  "  expense  of  launching  "  f 
Do  you  mean  the  workmen  who  are  there  that  day?  Of  course,  it 
costs  money  to  launch  a  ship. 

The  Chairman.  That  is  a  part  of  the  contract,  is  it  not  ? 

Mr.  Reed.  That  is  a  part  of  the  contract. 

The  Chairman.  Yes. 

Mr.  Reed.  Now,  do  you  mean  presents  to  the 

The  Chairman.  I  mean  bands,  decorations,  or  presents  to  the 
sponsors,  and  entertainments. 

Mr.  Reed.  Presents  to  the  sponsors  have  not  been  allowed. 

The  Chairman.  Have  they  been  claimed  ? 

Mr.  Reed.  They  may  have  been  claimed.  They  have  been  disal- 
lowed, and  they  are  bemg  kept  in  a  separate  account. 

The  Chairman.  What  do  the  presents  consist  of? 

Mr.  Reed.  Oh,  a  watch  or  a  pin — all  the  way  in  value  from  $100  to 
three  or  four  hundred  dollars,  usually. 

The  Chairman.  You  have  not  paid  any  of  those? 

Mr.  Reed.  The  only  expense  that  we  have  allowed  is  something 
under  $10  for  flowers  at  each  launching. 

^  The  Chairman.  You  say  that  expenditures  for  presents  are  being 
kept  in  a  separate  file? 

Mr.  Reed.  They  are  being  kept  in  a  separate  account  by  the 
Bethlehem  Shipbuilding  Corporation,  and  they  are  going  to  make  a 
claim  for  tliem  at  some  time. 

The  Chairman.  Can  you  give  us  the  amount  of  these  presents  that 
you  have  claims  for,  to  whom  they  were  made,  and  the  amounts? 

Mr.  Reed.  I  will  try  to  obtain  those  from  the  contractor.  As  wo 
turned  them  down,  we  have  no  detail  of  them  here. 

The  Chairman.  You  mean  they  are  being  kept  by  the  contractor? 

Mr.  Reed.  They  are  being  kept  by  the  contractor. 

The  Chairman.  They  have  not  been  submitted  yet  ? 

Mr.  Reed.  No. 

The  Chairman.  They  will  eventually  be  submitted  to  this  office? 
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Mr.  Reed.  No  ;  to  our  home  office.  We  won't  pass  them,  unless  they 
come  back  with  their  approval  on  them. 

The  Chairman.  Have  you  any  idea  or  any  information  as  to  what 
tJie  total  amoimt  of  these  claims  is  ? 

Mr.  Reed.  They  are  very  small  as  yet,  because  the  Bethlehem  Ship- 
building Corporation  has  not  delivered  many  cost-plus  vessels.  Most 
of  the  vessels  that  they  have  delivered  have  been  lump-sum  vessels, 
and  there  they  would  not  put  in  a  claim,  of  course. 

The  Chairman.  On  the  lump-sum  vessels? 

Mr.  Reed.  No.  The  presents  will  run  at  the  Bethlehem  Co.  on  an 
average  of  about  $200  a  ship. 

The  Chairman.  Who  selects  the  sponsors? 

Mr.  Reed.  The  Emergency  Fleet  Corporation  now  selects  the  spon- 
sors.   The  contractors  have  in  the  past. 

The  Chairman.  When  was  it  changed  ? 

Mr.  Reed.  That  was  changed  about  three  months  ago. 

The  Chairman.  Three  months  ago? 

Mr.  Reed.  Three  or  four  months  ago ;  yes,  sir. 

The  Chairman.  About  the  time  Mr.  Frey  came? 

Mr.  Reed.  About  the  time  Mr.  Frey  came;  yes. 

The  Chairman.  Can  you  give  us  a  list  of  the  sponsors  that  have 
been  selected  by  the  Fleet  Corporation  ? 

Mr.  Reed.  I  believe  I  can  obtain  that. 

The  Chairman.  Now,  as  to  the  cost-plus  contracts  that  you  men- 
tioned, are  they  contracts  for  the  cost  of  (construction,  plus  a  fixed 
fee,  or  plus  ajbercentage? 

Mr.  Reed.  Kus  a  fixed  fee ;  plus  a  percentage  of  the  saving. 

The  Chairman.  Plus  whatf 

Mr.  Reed.  Plus  a  percentage  of  the  saving  under  the  estimated  cost 
of  construction. 

The  Chairman.  How  many  such  contracts  have  you  here  in  this 
district  ? 

Mr.  Reed.  We  have  contracts  with  one  concern  only — ^two  con- 
tracts. 

The  Chairman.  Two  contracts? 

Mr.  Reed.  With  one  concern ;  yes. 

The  Chairman.  Covering  how  many  ships? 

Mr.  Reed.  One  contract  was  for  12  ships  and 

The  Chairman.  That  is  with  the  Bethlehem  Co.  ? 

Mr.  Reed.  That  is  with  the  Bethlehem  Co.  Another  contract  is 
for  two  ships,  and  there  is  a  third  contract. 

The  Chairman.  That  is  with  the  Bethlehem  Co.  ? 

Mr.  Reed.  Yes ;  which  was  originally  for  12  ships,  6  of  which  have 
since  been  canceled. 

The  Chairman.  That  is  with  the  Bethlehem  Co.  ? 

Mr.  Reed.  That  is  with  the  Bethlehem  Co. 

The  Chairman.  So  that  is  20  ships — 12,  2,  and  6. 

Mr.  Reed.  Yes ;  that  is  correct — 12,  2,  and  6. 

The  Chairman.  Now,  what  is  the  fixed  fee  in  each  of  those  cases, 
if  you  remember  ? 

Mr.  Reed.  Approximately  10  per  cent  of  the  estimated  cost.  Is 
that  Satisfactory  ? 

The  Chaikman.  Yes.  So,  in  the  cost-plus  contracts,  if  the  esti- 
mated cost  was  $1,500,000,  they  would  get  as  a  fee  $150,000? 
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Mr.  Reed.  Approximately. 

The  Chairman.  Yes.    Then,  if  they  built  that  ship  for  $1,200,000, 
they  would  get 

Mr.  Reed.  Another  $150,000. 

The  Chairman.  Another  $150,000? 

Mr.  Reed.  Fifty  per  cent  of  the  saving. 

The  Chairman.  Fifty  per  cent  of  the  saving? 

Mr.  Reed.  That  is  correct. 

The  Chairman.  Well,  do  you  know  how  the  estimated  cost  of  these 
20  cost-plus  contracts  compare  to  the  flat-sum  contracts? 

Mr.  Keed.  No;  we  have  had  no  lump-sum  contract  ships  of  the 
same  size  and  designs. 

The  Chairman.' What  size  ships  were  these? 

Mr.  Reed.  Well,  they  are  all  over  10,000  tons — 10,100  tons — and 
some  of  them  11,800  tons. 

The  Chairman.  And  the  Bethlehem  Co.  is  the  only  concern  that 
has  that  cost-plus  contract  arrangement? 

Mr.  Reed.  Yes ;  in  this  district. 

The  Chairman.  And  the  only  one  building  ships  of  that  size? 

Mr.  Reed.  Yes;  the  only  one. 

The  Chairman.  And  they  are  building  those  ships  of  that  size 
under  flat-sum  contracts? 

Mr.  Reed.  No,  sir;  not  in  this  district. 

The  Chairman.  I  mean  in  this  district. 

Mr.  Reed.  Yes.    No,  sir. 

The  Chairman.  And  no  other  company  is  building  ships  of  that 
size  under  a  flat-sum  contract? 

Mr.  Reed.  No,  sir. 

The  Chairman.  Were  these  contracts  awarded  prior  to  the  con- 
tracts for  a  flat  sum  being  awarded  the  Bethlehem  Co.,  or  subse- 
quently ? 

Mr.  Reed.  All  of  the  Bethlehem  contracts  awarded  have  been  on 
a  cost  plus  basis,  which  you  would  not  take  in  lump-sum  contracts. 

The  Chairman.  The  Bethlehem  Co.  took  no  lump-sum  contracts? 

Mr.  Reed.  Xo;  the  lump-sum  boats  that  I  mentioned  were  requi- 
sitioned. Those  were  ships  that  were  on  their  ways  at  the  time  we 
started  building  ships. 

The  Chairman.  Do  you  know  how  many  there  were  of  those? 

Mr.  Reed.  Yes,  sir;  there  were  19 — 19  requisitioned  ships. 

The  Chairman.  So  that  the  Bethlehem  Co.  is  constructing  39  ships, 
and  originally  had  35  or  45  ? 

Mr.  Kekd.  \o:  the  19  requisitioned  ships  have  been  completed  and 
delivered,  that  I  speak  of. 

The  Chairman.  Oh,  yes;  were  any  of  those  ten  or  eleven  thousand 

■  « 

tons? 

Mr.  Reed.  Yes;  12,000  the  greater  part  of  them. 

The  Chairman.  What  was  the  contract  price  for  those? 

Mr.  Reed.  It  varied  a  gi*eat  deal.  It  went  all  the  way  from  under 
$100  a  ton  to  over  $200  a  ton. 

The  Chairman.  How  did  that  compare  with  the  cost-plus  ships? 

Mr.  Reed.  The  prices  generally  were  less,  because  these  contrarts 
were  placed  two  or  three  or  four  years  ago;  but  there  has  been  i 
gradual  increase  ever  since  in  prices.  The  later  requisitioned  ship? 
were  higher  than  the  older  requisitioned  ships 
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The  Chairman.  Do  you  know  for  whom  these  ships  that  were 
requisitioned  were  being  constructed? 

if  r.  Reed.  Yes,  sir. 

The  Chairman.  For  whom? 

Mr.  Reed.  Some  for  the  Standard  Oil  Co.,  and  some  for  the  At- 
lantic Refining  Co. 

The  Chairman.  They  were  takers? 

Mr.  Reed.  Tankers;  the  Pan-American  Petroleum  Co.,  Lindvig. 

The  Chairman.  They  were  all  tankers? 

Mr.  Reed.  No  ;  there  were  some  cargo  vessels.  *  The  Cunard  Steam- 
ship Co. 

The  Chairman.  Cargo? 

Mr.  Reed.  Yes;  that  is  a  cargo  vessel. 

The  Chairman.  Now,  before  a  contract  was  awarded,  Mr.  Reed, 
upon  a  cost-plus  basis,  did  any  official  of  this  district  check  up  the 
estimated  cost  ? 

Mr.  Reed.  No,  sir. 

The  Chairman.  Of  that  ship? 

Mr.  Reed.  No,  sir. 

The  Chairman.  That  was  done  at  the  home  office,  it  at  all? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  it  was  done? 

Mr.  Reed.  No,  sir. 

The  Chairman.  So  it  would  be  possible  to  award  a  contract  upon 
a  cost-plus  basis,  such  as  was  followed  in  the  case  of  the  Bethlehem 
Co.,  for  a  ship  which  actually  cost  $1,200,000  upon  an  estimated  < 
cost  basis  of  $2,200,000  ? 

Mr.  Reed.  It  would  be  possible ;  yes. 

The  Chairman.  Now,  did  I  understand  you  to  say  that  but  very 
few  of  these  ships  had  been  completed,  these  cost-plus  vessels? 

Mr.  Reed.  Yes ;  very  few  of  them — five  or  six. 

The  Chairman.  I  think  I  have  asked  vou  for  the  amount  allowed 
as  a  bonus  fee. 

Mr.  Reed.  About  10  per  cent.  Those  ships  were  at  several  prices — 
about  10  per  cent. 

The  Chairman.  Is  the  bonus  and  fee — ^I  mean,  can  you 

Mr.  Reed.  The  fee  is  about  10  per  cent. 

The  Chairman.  The  fee  is  10  per  cent  of  the  estimated  cost? 

Mr.  Reed.  Yes. 

The  Chairman.  And  the  bonus  is  60  per  cent  of  the  saving  under 
the  estimated  cost? 

Mr.  Reed.  That  is  it. 

The  Chairman.  Can  you  give  us  on  the  ships  that  have  been  deliv- 
ered the  amount  paid  as  fee  and  bonus  separately ;  that  is,  the  amount 
paid  them  for  their  fee  on  each  of  those  ships? 

Mr.  Reed.  Yes. 

The  Chairman.  And  the  amount  they  received  as  a  bonus? 

Mr.  Reed.  They  have  only  made  a  claim  for  a  bonus  on  one  ship, 
to  the  best  of  my  recollection.  These  charges  are  still  coming  in  to 
them,  even  though  they  have  delivered  the  ship,  and  they  have  not 
yet  got  complete  costs.  For  that  reason  we  have  not  made  a  final 
settlement,  because  they  are  not  ready  to  do  it  yet.  They  are  not 
ready  to  say  "  This  is  our  complete  cost."    The  indications  are  that 
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they  will  make  some  saying  on  most  of  the  ships^  or  probably  all  of 
them,  some  saving.  So  if  I  answered  that  question  it  would  not  be 
ve^  satisfactory. 

The  Chairman.  I  see.  But  if  there  had  been  complete  statements 
made  of  any  of  the  ships,  will  you  give  us  a  statement  of  the  amount 
paid  as  a  fee  and 

Mr.  Reed.  Yes. 

The  Chairman.  And  the  amount  paid  as  a  bonus  ? 

Mr.  Reed.  Yes. 

The  Chairman.  Do  these  cost-plus  contracts  also  carry  a  provi- 
sion for  a  bonus  in  case  of  delivery  before  specified  dates? 

Mr.  Reed.  I  do  not  know.    I  do  not  recall. 

The  Chairman.  Then,  will  you  look  that  up  and  let  us  know  later! 

Mr.  Reed.  Yes.  There  have  been  no  bonuses  paid,  though,  merely 
for  delivery  ahead  of  schedule. 

The  Chairman.  Well,  you  will  look  that  up,  will  you,  and  see  if 
they  carry  a  penalty  for  delay  ? 

Mr.  Reed,   i  es. 

The  Chairman.  In  the  delivery  ? 

Mr.  Reed.  Yes. 

The  Chairman.  As  I  understand  it,  you  have  nothing  to  do  with 
the  accounts  of  the  division  of  operations,  Mr.  Reed? 

Mr.  Reed.  Nothing  whatever. 

The  Chairman.  They  have  an  auditor  or  comptroller  of  their 
own? 
•    Mr.  Reed.  They  have ;  yes,  sir. 

The  Chairman.  He  is  not  subject  to  the  district  control ;  that  is  a 
separate  organization  ? 

Mr.  Reed.  That  is  apparently  separate.  In  this  district  it  is  sepa- 
rate entirely. 

The  Chairman.  Mr.  Kelley,  have  you  some  questions?  That  is 
all  I  have  for  the  present. 

Mr.  Kelley.  In  determining  the  sum  to  be  awarded  for  extras, 
has  there  been  a  uniform  schedule  prepared,  so  that  the  same  sum, 
practically,  is  awarded  on  the  same  class  of  ship  in  all  the  different 
yards? 

Mr.  Reed.  No;  I  presume  not,  because  the  conditions  would  be 
different  at  each  yard,  but  our  estimating  department,  or  district 
manager,  Frey,  can  answer  that  precisely. 

Mr.  Kelley.  It  would  seem  that  in  the  same  district  where  these 
plants  are  located  close  together,  in  the  same  general  labor  market, 
that  some  uniform  basis  could  be  arrived  at. 

Mr.  Reed.  That  would  be  true  if  the  changes  were  made  far 
enough  in  advance,  so  that  no  work  had  been  done  on  them.  That 
is,  if  the  progress  on  the  specific  change  or  extra  in  two  yards  had 
reached  the  same  stage,  that  would  be  true. 

Mr.  ICelley.  I  mean  as  a  complete  allowance  for  uniform  change 
on  the  same  ship,  it  ought  not  to  vary  greatly,  ought  it? 

Mr.  Reed.  Not  a  complete  allowance. 

Mr.  Kelley.  Whether  the  ship  was  completed  in  one  yard  or 
another  ? 

Mr.  Reed.  No. 

Mr.  Kelley.  In  the  same  locality. 
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Mr.  Bbed.  But  the  cost  will  vary  according  to  the  different  stages 
of  construction  of  the  extras. 

Mr.  Kexley.  Depending  on  the  market  at  that  particular  time,  per- 
Ii&ps,  for  labor  or  material. 

Mr.  Reed.  No;  I  do  not  mean  that.  For  instance,  gun  mounts 
were  eliminated  as  soon  as  the  war  was  over.  On  some  ships  those 
gun  moimts  were  practically  complete.  On  other  ships,  there  could 
not  have  been  anytning  done  on  that  at  all. 

Mr.  Kelley.  So  that  in  this  case  the  gun  mounts  would  be  fin- 
isheduD? 

Mr.  Keed.  No  ;  they  would  not  b^  finished  up.    We  do  not  want. 
them  at  any  price.    They  might  cost  just  as  much  as  though  they 
ivent  on,  but  yet  they  would  be  thrown  off. 

Mr.  Kellet.  I  see.  In  the  case  of  the  Liberty  site,  who  were  the 
OTvners  of  that  property? 

Mr.  Reed.  I  would  have  to  look  that  up  for  you. 

Mr.  Ejsllet.  Do  you  rememeber  who  conducted  the  negotiations 
on  behalf  of  the  owners? 

Mr.  Reed.  I  do  not  know  who  conducted  the  negotiations. 

Mr.  EIellet.  The  negotiations  were  not  conducted  through  this 
office — or  were  they? 

Mr.  Reed.  To  some  extent;  yes;  but  personally  I  did  not  handle 
the  negotiations. 

Mr.  Kelmiy.  Who  would  know  about  that — ^the  attorney  for  the 
Fleet  Corporation? 

Mr.  Reed.  Capt.  Pillsbury  or  Mr.  Thatcher  would  be  the  one. 

Mr.  Kelley.  Mr.  Thatcher,  probably,  looked  up  the  extract  of 
title. 

Mr.  Reed.  Yes,  sir;  I  think  Mr.  Thatcher  is  more  familiar  with 
that  than  anyone  else,  with  those  proceedings. 

Mr.  Kelley.  But  personally  you  do  not  know  who  represented 
the  property  owners  in  the  transaction? 

Mr.  Reed.  No,  sir;  I  do  not. 

Mr.  Kelley.  This  property  is  situated  adjacent,  as  I  recollect  it, 
to  the  Bethlehem  plant? 

Mr.  Reed.  To  one  of  the  Bethlehem  plants ;  yes,  sir. 

Mr.  Kelley.  It  was  the  intention  to  have  the  Bethlehem  people 
operate  that? 

Mr.  Reed.  Yes ;  the  Bethlehem  people  had  a  contract  to  build  the 
Liberty  plant. 

Mr. "Kelley.  Oh;  they  did? 

Mr.  Reed.  Yes.  That  was  a  part  of  their  contract,  to  build  the 
troop  ships,  with  the  stipulation  that  they  should  build  the  plant. 

Mr.  Kelley.  How  much  was  this  plant  to  cost  when  it  was  com- 
pleted? 

Mr.  Reed.  That  was  not  mentioned  in  the  contract. 

Mr.  Kelley.  That  was  a  cost-plus  basis,  too? 

Mr.  Reed.  That  was  on  a  cost  basis. 

Mr.  Kelley.  But  they  were  to  get  some  fee  for  their  services? 

Mr.  Reed.  No  ;  they  were  awarded  the  contract  for  ships. 

Mr.  Kelley.  Then,  did  they  have  an  option  to  purchase  later  on 
from  the  Government? 

Mr.  Reed.  Yes. 


820  SHIPPING  BOABD  OPEBATIOKa 

Mr.  Kellet.  Their  intention  being  to  thi^w  it  all  into  their  yard 
ultimately  aft^r  the  ^ar  was  oVerf  ' 

Mr.  Reed.  Apparemly.  * 

Mr.  Kellet.  What  consideration  led  to  the  abandonment-  of  the 
project? 

Mr.  Reed.  The  length  of  time  it  would  take  to  complete  the  ships 
and  the  cost  of  the  project. 

Mr.  Kellet.  It  took  longer  to  complete  the  yard  than  they  ex- 
pected in  the  beginning? 

Mr.  Reed.  Thi^e  was  hardly  sufficient  labor  to  handle  such  a 
large  additional  project. 

Mr.  Kelley.  The  $500,000  was  paid  the  Bethlehem  people  ap- 
proximately all  of  it? 

Mr.  Reed.  Either  to  the  Bethlehem  people  or  to  the  people  that 
supplied  the  material. 

Mr.  Kelley.  Where  is  that  material  now? 

Mr.  Reed.  That  material  is  on  the  Liberty  plant  site ;  $500,000  of 
it  has  been  sold;  we  have  salvaged  $500,000. 

Mr.  Kelley.  That  is  sold  through  the  sales  division  ? 

Mr.  Reed.  The  supply  and  sales  division. 

Mr.  Kelley.  Of  the  Fleet  Corporation? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  And  that  is  under  Mr.  Yoakum's  control  ? 

Mr.  Reed.  Yes;  that  is  under  Mr.  Yoakum's  control.  Some  of  it 
had  been  sold  prior  to  his  taking  over  the  selling  end. 

Mr.  Kelley.  Who  bought  it? 

Mr.  Reed.  Well,  a  great  many  small  dealers — ^no  large  dealers. 

Mr.  Kelley.  What  did  it  consist  of? 

Mr.  Reed.  Such  as  piles  and  lumber  and  cement — all  classes  of 
construction  material. 

Mr.  Kelley.  Not  much  machinery? 

Mr.  Reed.  No  ;  not  much  madhinery. 

Mr.  Kelley.  Were  the  Bethlehem  people  to  build  the  machinery 
themselves? 

Mr.  Reed.  No. 

Mr.  EIelley.  They  do  build  cranes  and  that  kind  of  thing,  do  they 
not? 

Mr.  Reed.  I  think  they  usually  buy  them. 

Mr.  Kelley.  I  rather  had  the  impression  that  they  built  them 
themselves  at  some  of  their  plants,  but  I  may  be  wrong. 

Mr.  Reed.  Very  likely  they  do,  Mr.  Kelley. 

Mr.  Kelley.  There  were  no  other  considerations  that  you  can 
think  of  that  led  to  the  abandonment  of  the  project? 

Mr.  Reed.  No. 

Mr.  Kelley.  Did  the  Bethlehem  people  acquiesce  in  the  canceling 
of  the  contract  cheerfully,  or 

Mr.  Reed.  I  believe  they  have.  Whether  they  did  it  cheerfully 
or  not  I  do  not  know. 

Mr.  Kelley.  There  was  a  clause  in  the  contract  providing  for 
cancellations,  was  there? 

Mr.  Reed.  I  think  not.  I  will  verify  that,  but  I  think  not.  We 
have  not  made  our  final  settlement  on  the  cancellations  yet.  It  is 
really  in  the  status  of  a  suspended  contract  yet. 
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Mr.  Kellet.  You  ha»fe  not  lived  in  San  Francisco  long  enough 
to  know  the  value  of  real  estate,  pi:pbably,  of  water- frpnt  property, 
so  that  you  would  not  know  how  much  the  Government  would  get 

for  that  site  ? 

Mr.  Keed.  No  ;  but  I  am  informed  that  we  shall  not  lose  any  money 

on  the  land,  there. 

Mr.  Keujsy.  All  we  will  lose  will  be  the  $5,Q00,000  that  went  into 

the  machinerv  ? 

Mr.  Reed.  $6,000,000' or  $6,000,000.  There  are  some  bills  yet  to 
pay,  and  commitments  to  adjust.  They  are  being  adjusted  all  the 
time. 

Mr.  Kellet.  From  what  you  have  seen  in  the  way  of  biUs  coming 
through,  how  much  will  it  probably  cost  us  to  get  out  of  that 
project? 

Mr.  Reed.  I  should  estimate  it  at  $6,000,000. 

Mr.  Kellet.  Not  more  than  that? 

Mr.  Reed.  Not  more  than  that. 

Mr.  Kellet.  Now,  referring  to  this  Pacific  Coast  Shipbuilding 
Co.,  who  were  the  promoters  of  that  yard?  I  do  not  mean  the  pro- 
moters in  an  obnoxious  sense. 

Mr.  Reed.  No.  Mr.  R.  N.  Burgess  was  the  prime  mover  in  all  their 
negotiations. 

Mr.  Kellet.  And  Mr.  Scott  was  the  practical  man? 

Mr.  Reed.  Mr.  Scott  was  the  practical  man. 

Mr.  Kellet.  Now,  while  they  were  getting  ready  for  ship  con- 
struction, during  the  preliminary  stages  in  building  their  yard  and 
getting  their  material,  Mr.  Burgess  and  Mr.  Scott  were  the  ojficers 
of  .the  corporation,  were  they  ? 

Mr.  Reed.  Yes,  sir. 

Mr.  Kellet.  They  were  direct  officers? 

Mr.  Reed.  Yes.  sir. 

Mr.  Kellet.  Who  was  the  general  manager? 

Mr.  Reed.  Mr.  Scott. 

Mr.  Kellet.  What  salaries  were  paid  Mr.  Scott  and  Mr.  Burgess 
in  the  beginning? 

Mr.  Reed.  I  do  not  know.  That  is  a  lump-sum  contract.  It  is  not  a 
cost  plus. 

Mr.  Kellet.  I  mean,  in  your  investigation  of  their  affairs,  having 
advanced  $700,000  for  the  expense  of  installing  the  yard,  a  part  of 
which,  of  course,  woidd  be  the  expense  of  management,  I  suppose, 
did  it  not  come  within  your  knowledge  to  find  out  what  they  were 
paying  themselves  for  salaries  ? 

ilr.  Reed.  I  think  I  remember  it,  but  I  would  rather  verify  it,  if 
I  can  siipply  that. 

Mr.  Kellet.  What  is  your  memory  of  it? 

Mr.  Reed.  $25,000  to  Mr.  Burgess  and  $18,000  to  Mr.  Scott,  is  my 
recollection. 

Mr.  Kellet.  Were  there  any  other  salaries  of  like  character  paid? 
You  can  put  in  the  exact  figures,  of  course,  when  you  make  up  your 
statement. 

Mr.  Reed.  Yes,  sir. 

Mr.  Kellet.  To  anybody  else? 

Mr.  Reed.  Steps  then  having  been  taken 

Mr.  Kellet.  I  am  speaking  now  of  the  beginning. 
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Mr.  Eeed.  There  was  a  comptroller  at  about  $8,000, 

Mr.  Kelley.  Was  ^ere  any  general  manager  of  the  plant  besides 
Mr.  Scott  and  Mr.  Burgess,  at  $15,000  ? 

Mr.  Reed.  Not  that  I  know  of  at  that  time.  I  will  look  that  up, 
however. 

Mr.  Kelley.  How  long  did  these  salaries  continue?  As  I  under- 
stand it,  this  was  an  account  that  you  had,  an  impressed  fund  account 

Mr.  Reed.  Yes. 

Mr.  Kelley.  And  none  of  this  money  could  be  spent  except  upwi 
your  O.  K.  ? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  Now,  how  long  did  you  continue  to  permit  them  to 
draw  salaries  like  that? 

Mr.  Reed.  Well,  a  good  many  months. 

Mr.  Kelley.  What  did  Mr.  Pillsbury  get  here  for  directing  the 
whole  district? 

Mr.  Reed.  Mr.  Pillsbury  got  $10,000  a  year. 

Mr.  Kelley.  Do  you  think  Mr.  Scott  was  worth  $25,000  a  year. 
and  Mr.  Pillsbury  worth  $10,000? 

Mr.  Reed.  Well,  as  a  matter  of  comparison,  when  one  is  working 
for  the  Government  and  one  is  working  for  a  private  concern,  it  is 
hard  to  answer. 

Mr.  Kelley.  As  auditor,  would  that  come  under  your  jurisdiction, 
to  pass  on  the  reasonableness  of  the  salaries? 

Sir.  Reed.  No,  sir. 

Mr.  Kelley.  Niow,  in  an  impressed  fund  like  that,  I  should  think 
you  would  have  to  pass  on  that  yourself. 

Mr.  Reed.  Only  if  we  had  reason  to  believe  that  the  concern  could 
not  afford  to  pay  it. 

Mr.  Kelley.  Well,  do  you  think  they  could  afford  to  pay  that? 

Mr.  Reed.  I  think  it  could  stand  one  or  two  salaries  of  tnat  size. 

Mr.  Kflley    AVhen  did  vou  cut  off  these  excessive  salaries? 

Mr.  Reed.  About  the  first  of  the  year;  the  first  of  1919. 

Mr.  Kelley.  What  the  they  fixed  at  now? 

Mr.  Ri:p]r>.  Five  thousand  dollars.     . 

Mr.  Kelley.  Nobody  gets  more  than  $5,000  up  there? 

Mr.  Reed.  No.    However,  a  liability  is  going  onto  the  books. 

Mr.  Kelley.  How  is  that  ? 

Mr.  Reed.  A  liability  for  the  balance  is  going  onto  the  books  of 
the  Pacific  Coast  Shipbuilding  Co.,  and  they  have  got  to  pay  it  some 
time. 

Mr.  Kelley.  Those  salaries  are  fixed  ? 

Mr.  Reed.  In  contracts. 

Mr.  Kelijsy.  And  if  that  plant  pans  out,  and  they  have  money  to 
pav  it,  it  will  be  very  well  in  the  end? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  But  they  are  holding  back  there,  and  not  the  Gof- 
^mment  ? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  That  is,  after  they  get  all  their  obligations  paid  and  f 
have  settled  with  the  Government,  if  they  have  money  enough  to 
allow  these  salaries,  that  is  up  to  them  ? 
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Mr.  Beed.  It  is  a  qjiiestion  whether  we  would  come  in  and- 


Mr.  Kelley.  And  as  far  as  the  Government  funds  are  being  used 
to  ooerate  the  plant,  $5,0()0  is  the  maximum  salary  paid  in  this  yard? 
Mr.  Reed.  That  is  correct. 
The  Chairman.  WTiat  was  it  you  were  about  to  say?     It  is  a 

question  whether 

Mr.  Reed.  It  is  a  question  whether  they  would  not  be  equal 
creditors  with  us.  It  is  a  q[uestion  whether  these  officers  would  not 
be  at  least  equal  creditors  with  us.    In  fact,  I  think  they  would. 

The  Chairman.  They  might  be  preferred  claims,  at  least,  for  those 
salaries.  • 

Mr.  Reed.  They  might  very  well  be. 
The  Chairman.  Because  of  the  contracts.     . 
Mr.  Reed.  They  might  veir  well  be. 
The  Chairman.  That  is  all,  Mr.  Kelley. 

Mr.  Kelley.  It  has  occurred  to  me  that  this  town  was  quite  a  long 
distance  from  the  plant.  What  considerations  led  to  the  location  of 
it  so  far  away  as  3  miles  or  2  miles  or  whatever  it  is?  The  town  of 
C/lyde  I  speak  of. 

Mr.  Reed.  I  think  the  fact  that  the  Pacific  Coast  Shipbuilding  Co. 
were  ready  to  donate  this  land,  whereas  any  other  land  would  nave 
to  be  bought  in  order  to  build  the  housing  project. 

Mr.  Kelley.  As  I  recollect,  there  is  a  village  right  at  the  plant. 
Mr.  Reed.  Bay  Point. 

Mr.  Kelley.  Would  it  not  have  been  better  to  have  put  up  these 
houses  there  at  the  Adllage  ? 
Mr.  Reed.  I  do  not  know. 

Mr.  Kelley.  If  you  had!  been  doing  this,  would  you  have  gone  out 
3  miles  and  started  a  new  town  to  house  these  men  at  this  point  ? 
Mr.  Reed.  Well,  that  is  ji  hard  question  to  answer  at  this  time. 
Mr.  Kelley.  I  know;  but  you  supervised •  some  of  the  funds  for 
the  location  of  the  place  ? 
Mr.  Reed.  No,  sir. 

Mr.  Kelley.  Who  did  O.  K.  that  location? 
Mr.  Reed.  That  is  stipulated  in  the  contract  which  they  made. 
Mr.  Kelley.  That  is,  they  went  to  .Philadelphia  with  charts  and 
maps? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  And  had  those  approved  there? 
Mr.  Reed.  Yes. 

Mr.  Kelley.  And  you  did  not  know  anjrthing  about  it  at  this  end 
of  the  line,  so  far  as  your  office  is  concerned? 

Mr.  Reed.  No  :  not  as  far  as  my  office  is  concerned. 
Mr.  Kelley.  Can  you  think  of  any  reason  why,  aside  from  the 
fact  that  the  people  who  were  interested  in  shipbuilding  owned  the 
land  out  there,  the  town  should  be  put  there? 

Mr.  Reed.  There  was  one  reason  given,  which  was  that  that  loca- 
tion, back  of  the  hill,  is  protected  from  the  strong  winds  which  blow 
nearly  all  the  time  across  Suisun  Bay.  That  is  one  reason  that  I 
can  think  of. 

Mr.  Kelley.  What  was  the  idea — ^to  rent  these  houses  to  the  work- 
men? 

Mr.  Reed.  No  ;  to  sell  them. 
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Mr.  Kelley.  Was  it  the  practice,  as  f ar  ks  you  kno'w,  e^ where 
that  the  Govemment  required  the  workmen  in^the  shipyard!^  to  buy 
houses  ? 

Mr.  Reed.  It  was  thought  better  to  sell  them  to  them  because  it 
would  make  them  more  permanent — ^make  the  workmen  more  per- 
manent to  sell  them  to  them,  of  course,  on  easy  terms,  which  would 
be  virtually  the  same  as  rent,  and  that  is  what  they  are  doing.  They 
are  now  selling  them  on  the  basis  of  1  per  cent  down  and  1  per  ceiU 
a  month. 

Mr.  Kellet.  You  do  not  know  whether  that  is  the  practice  through- 
out the  country  or  not?  • 

Mr.  Reed.  I  do  not. 

Mr.  Kellet.  Of  requiring  workmen  to  buy  rather  than  to  rent! 

Mr.  Reed.  No;  I  do  not. 

Mr.  Kellet.  Do  you  know  why  the  Government  did  not  reouire 
these  promoters  of  this  project  to  have  some  capital  before  the  Gov- 
ernment put  in  $700,000,  even  in  an  impressed  fund? 

Mr.  Reed.  It  may  have  been  an  oversight  in  drawing  the  contract 

Mr.  Kellet.  They  really  should  have  been  required  to  have  had 
some  capital  first,  I  imagine. 

Mr.  Reed.  In  my  judgment,  they  should  have;  yes. 

Mr.  Kellet.  And  thev  are  coming  to  a  point  when  the  $700,0(X> 
that  the  Govemment  aavanced  was  insufficient,  and  then  you  had 
to  crowd  pretty  hard  to  get  them  to  put  through  their  capital  stock 
transaction  ? 

Mr.  Reed.  We  had  to  urge  them. 

Mr.  Kellet.  You  had  to  do  what? 

Mr.  Reed.  We  had  to  urge  them. 

Mr.  Kellet.  How  did  they  get  their  capital  stock? 

Mr.  Reed.  A  concern  of  bankers  underwrote  a  bond  issue  shares 
of  $750,000. 

Mr.  Kellet.  What  bankers? 

Mr.  Reed.  Tillotson  &  Walcott. 

Mr.  Kellet.  They  have  a  mortgage  on  the  entire  place  out  there! 

Mr.  Reed.  Yes. 

Mr.  Kellet.  That  is,  their  mortgage  covered  the  $700,000  that 
we  put  in? 

Mr.  Reed.  I  am- sorry  to  say  it  did. 

Mr.  Kellet.  And  that  was  put  in  as  a  result  of  the  bond  sale? 

Mr.  Reed.  No ;  the  bond  and  mortgage  are  identical.  The  mort- 
gage is  an  indenture  that  goes  with  the  bond. 

Mr.  Kellet.  But  the  mortgage  covers  the  whole  thing? 

Mr.  Reed.  That  is  it. 

Mr.  Kellet.  Was  that  done  with  the  knowledge  of  the  Fleet 
Corporation? 

Mr.  Reed.  Oh,  yes.    That  was  a  part  of  their  original  financing 

scheme. 

Mr.  KULLET.  Was  it  Mr.  Scott  or  Mr.  Burgess  that  put  this  project 
through  in  Philadelphia? 

Mr.  Reed.  Mr.  Burgess. 

Mr.  Kellet.  Was  there  a  construction  company  organized  to  put 
up  the  houses  and  the  hotel? 

Mr.  Reed.  No,  sir. 
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Mr.  JSjslusy,  Who  were  the  contractors? 

Mr.  Reed.  The  Clyde  Co.  built  the  houses.^  and  the  hotel.    There 

were  a  few  small  subcontractors,  but  there  was  very  little , 

Mr.  KELiiEY.  Did  not  the  Clyde  Co.  make  contracts  with  some  con- 
struction company ! 

Mr.  Beed.  Yes;  for 

Mr.  Kelley.  Just  the  material  ? 

Mr.  Reed.  Isolated  portions  of  it.  but  there  was  no  one  big  contract, 
for  instance,  for  the  building  of  103  houses  or  for  the  hotel. 

Mr.  Kelley.  They  just  made  the  contracts  for  the  material  ? 

Mr.  Reed.  Plastering. 

Mr.  Kelley.  And  hired  men  to  do  the  work? 

Mr.  Reed.  Well,  yes;  the  same  as  they  hired  a  subcontractor  to 
do  the  electrical  work  in  the  hotel,  as  an  example,  or  the  plastering. 

Mr.  Kelley.  That  is  the  way  that  was  carried  on  ? 

Mr.  Reed.  That  is  the  way  that  was  carried  on.  We  had  a  gen- 
eral manager  there  who  was  selected  by  the  Emergency  Fleet  Cor- 
poration, and  we  had  an  architect  who  was  selected  by  the  Emer- 
gency Fleet  Corporation. 

Mr.  Kelley.  The  Clyde  Co.  purchased  all  of  the  material  ? 

Mr.  Reed.  Yes;  the  Clyde  Co.  purchased,  all  of  the  material, 
handled  all  of  the  developments,  and  built  all  of  the  buildings,  with 
the  assistance,  in  some  cases,  of  subcontractors. 

Mr.  E[elley.  When  did  tne  officers  of  the  Fleet  Corporation  go 
in  as  directors? 

Mr.  Reed.  I  will  have  to  supply  that  date. 

Mr.  Kelley.  Do  you  know  any  reason  why  the  Bethlehem  Co. 
should  be  the  only  company  given  contracts  on  the  cost-plus  basis, 
plus  50  per  cent  of  what  they  saved  under  a  certain  estimated  cost? 

Mr.  Reed.  We  do  not  believe  in  cost-plus  contracts  at  all,  and  we 
have  been  able  to  keep  the  others  from  getting  them. 

Mr.  Kelley.  And  you  do  not  know  of  any  special  reason  why  an 
exception  should  be  made  in  their  favor,  except  that  they  insisted 
upon  it? 

Mr.  Reed.  I  do  not  know  of  any  other  reason. 

Mr.  Kelley.  Do  you  know  whether  or  not  they  absolutely  refused 
to  build  ships  on  any  other  basis? 

Mr.  Reed.  No,  sir ;  I  do  not  know  that. 

Mr.  Kelley.  They  were  built  for  private  parties  on  the  basis  oi 
a  lump  sum? 

Mr.  Reed.  Yes,  sir. 

Mr.  Kelley.  And  the  ships  you  requisitioned  you  got  on  tha^ 
basis? 

Mr.  Reed.  They  were  all  lump-sum  vessels;  yes,  sir, 

Mr.  Kelley.  Tiiat  is  all. 

The  Chairman.  Mr.  Hadley? 

Mr.  Hadley.  What  was  the  state  of  the  work  out  at  Clyde  at  the 
time  that  the  Emergency  Fleet  Corporation  officials  went  in  charge 
as  directors?  I  mean  what  progress  had  been  made  in  the  way  of 
town  building? 

Mr.  Reed,  v  ery  little.  They  went  in  out  there  near  the  inception 
of  the  work. 

Mr.  Hadley.  What  was  the  occasion  of  taking  it  over? 
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Mr.  Rk£d.  We  believed  it  was  desirable  to  watch  very  carefully  the 
expenditures  there  and  to  keep  the  program  at  a  reduced  volume. 

Mr.  Hadijey.  How  much  was  the  advancement — $600,000? 
.    Mr.  Reed.  Ultimately,  it  was  $600,000. 

Mr.  Hadi^et.  You  made  the  advancement  since  the  work  progressed 
and  as  required  to  meet  the  terms  of  the  contract! 

Mr.  Reed.  Yes. 
.    Mr.  Hadlet.  The  contract  was  made  in  Philadelphia? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  How  much  did  you  understand  was  saved  under  the 
final  estimate? 

Mr.  Reed.  About  $80,000. 

Mr.  Hadley.  That  was  approximately  $80,000? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  And  I  believe  you  stated  you  turned  it  back  as  soon 
as  the  construction  work  was  completed? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  What  is  the  history  of  the  matter  since  construction 
was  completed?  Have  there  been  any  sales  made  of  town-site 
properties? 

Mr.  Reed.  A  few;  yes. 

Mr.  Hadley.  Were  they  made  upon  your  approval,  or  did  they 
control  the  prices? 

Mr.  Reed.  The  contract  calls  for  the  approval  of  the  district  man- 
ager of  the  prices  at  which  the  houses  are  going  to  be  sold. 

Mr.  Hadley.  Have  they  been  able  to  secure  sales  at  satisfactory 
prices  ? 

Mr.  Reed.  The  houses  have  not  been  selling  as  fast  as  they  hoped 
they  would  be. . 

Mr.  Hadley.  If  they  should  all  be  sold  at  prices  which  have  been 
obtained  for  those  that  were  sold,  would  that  liquidate  the  claim  of 
the  Emercrencv  Fleet  Corporation? 

Mr.  Reed,  ^o,  sir;  it  would  not. 

Mr.  Hadley.  How  much  of  the  balance  would  remain  on  that  basis, 
approximately  ? 

Mr.  Reed.  About  half. 

Mr.  Hadley.  That  is,  assuming  that  sales  could  be  found  for  all 
of  the  properties  at  Clyde,  within  the  town-site  proposition,  on  the 
basis  of  the  prices  heretofore  obtained  for  those  sold,  the  Emergency 
Fleet  Corporation  would  still  have  a  deficit  and  balance  due  them 
of  some  $800,000  ? 

Mr.  Reed.  Yes :  there  would  be  the  hotel,  then,  left. 

Mr.  Hadley.  Well,  you  did  not  include  the  hotel. 

Mr.  Reed.  Xo  ;  I  did  not  include  the  hotel.  I  do  not  know  what 
the  hotel  could  be  sold  for. 

Mr.  Hadij5y.  How  many  rooms  are  there  in  that  hotel? 
Mr.  Reed.  I  knew  all  of  those  figures  a  short  while  ago. 
Mr.  Kelley.  One  hundred  and  fifty. 
Mr.  Hadley.  One  hundred  and  fifty  rooms  in  the  hotel? 
Mr.  Reed.  Yes;  that  is  right. 

Mr.  Hadley.  If  the  houses  were  all  sold,  would  there  be  any  de 
mand  for  the  hotel  at  that  point  ? 

Mr.  Reed.  I  do  not  know,  Mr.  Hadley. 
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Mr.  Hadley.  The  purpose  of  building  it  was  to  accommodate  the 
<lemand  from  the  shipbuilding  plant? 

Mr.  Reed.  Only. 

Mr.  Hadlet.  If  the  shipbuilding  plant  were  continued,  and  then 
if  the  houses  were  sold,  the  only  use  the  hotel  could  be  put  to  would 
be  to  serve  such  as  might  occupy  it  for  a  plant? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  And  in  the  event  the  plant  should  cease  to  operate 
after  the  building  operations  were  complete,  I  take  it,  then,  there 
would  be  no  use  for  the  hotel  at  all  ? 

Mr.  Reed.  I  think  it  would  make  a  fine  home  for  wounded  soldiers. 

Mr.  Hadley.  I  am  speaking  of  it  as  a  hotel  site. 

Mr.  Reed.  No;  the  life  of  the  town  is  dependent  upon  the  con- 
tinuing of  the  shipbuilding  plant. 

Mr.  Hadley.  They  built  the  shipbuilding  plant  to  do  one  contract 
for  10  ships,  I  believe? 

Mr.  Reed.  Yes,  sir. 

Mr.  Hadi^ey.  And  it  has  four  ways? 

Mr.  Reed.  Yes,  sir. 

Mr.  Hadley.  What  is  the  state  of  its  program  at  present? 

Mr.  Reed.  All  10  keels  have  been  laid,  of  which  one  vessel  has  been 
delivered,  5  have  been  launched,  and  4  are  still  on  the  ways. 

Mr.  Hadley.  What  is  the  distance  of  the  plant  from  Oakland, 
if  you  know  ? 

Mr.  Reed.  I  do  not  know  the  distance. 

Mr.  Hadley.  Could  you  approximate  it? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  A  few  miles? 

Mr.  Reed.  About  a  hundred  miles. 

Mr.  Kelley.  About  how  far  ? 

Mr.  Reed.  A  hundred  miles. 

Mr.  Kelley.  To  Oakland  ? 

Mr.  Reed.  I  think  so. 

Mr.  Hadley.  If  you  wish  to  do  so,  you  may  supply  that  later. 

Mr.  Reed.  Yes ;  I  will  look  that  up  and  secure  it, 

Mr.  Hadley.  Will  you  ascertain  just  what  it  is  and  insert  it  in 
the  record? 

Mr.  Reed.  Yes:  all  right. 

Mr.  Hadley.  What  was  the  source  of  the  labor  supply  at  the  plant  ? 
'Mr.  Reed.  There  are  a  few  small  towns  in  the  near  vicinity.  That 
is,  within  5  or  10  miles. 

Mr.  Hadley.  What  percentage  of  the  labor  used  at  the  plant  do 
you  estimate  would  be  available  in  that  immediate  locality  ?  I  mean 
including  those  towns  to  which  you  refer. 

Mr.  Reed.  Yes.    Probably  half. 

Mr.  Hadley.  Where  would  the  other  50  per  cent  come  from? 

Mr.  Reed.  The  other  50  per  cent  would  have  to  come  from  Oak- 
land or  vicinity,  or  from  San  Franciso? 

Mr.  Hadley'.  What  is  the  capacity  of  the  plant  when  it  is  fully 
employed? 

Mr.  Reed.  About  5,000  men. 

Mr.  Hadmjy.  So  that  some  2,500  would  have  to  come  from  San 
Francisco  and  Oakland,  on  the  basis  of  your  estimate  ? 

Mr.  Reed.  Apparently. 
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Mr.  Hadlby.  As  to  cancellations,  will  you  state  how  many  ships 
the  Bethlehem  Shipbuilding  Corporation  have  conftracted  to  build. 

and  how  many  have  been  canceled  ? 

Mr.  Reed.  Not  including  the  requisitioned  ships? 

Mr.  Hadley.  Not  including  the  requisitioned  snips,  did  you  say? 

Mr.  Reed.  Did  you  say  that,  not  including  the  requisitioned  ships? 

Mr.  Hadley.  Well,  I  did  not  have  those  m  mind.    I  hav^  in  mmd 
the  contract  ships. 

Mr.  Reed.  The  contract  ships? 

Mr.  Hadley^  Yes. 

Mr.  Reed.  They  had  contracts  for  50  ships,  of  which  26  were  can- 
celed. 

Mr.  Hadlby.  And  there  was  some  question  as  to  the  Western  Pipe 
&  Steel  Co.  ? 

Mr.  Reed.  The  Western  Pipe  &  Steel  Co.  had  contracts  for  22 
ships,  of  which  4  were  conceled. 

Mr.  Hadlby.  And  the  Moore  Shipbuilding  Co.  ? 

Mr.  Reed.  Excluding  requisitioned  ships,  42  ships,  of  which  7  were 
canceled. 

Mr.  Hadlby.  The  Union  Construction  Co.? 

Mr.  Reed.  Ten  ships,  none  canceled. 

Mr.  Hadley.  The  Pacific  Coast  Co.  ? 

Mr.  Reed.  Ten,  none  canceled. 

Mr.  Hadley.  Hanlon? 

Mr.  Reed.  Hanlon,  not  including  requisitioned  ships,  12,  of  which 
3  were  canceled. 

Mr.  Hadley.  I  mentioned  six  steel  plants.    Is  that  all  ? 

Mr.  Reed.  Long  Beach  Shipbuilding  Co.,  or  only  those  around 
here  ? 

Mr.  Hadley.  I  just  mentioned  those  here. 

Mr.  Reed.  That  is,  all  the  steel  plants ;  yes. 

Mr.  Hadley.  How  many  steel  yards  are  there  in  your  district 
while  we  are  on  this  subject? 

Mr.  Reed.  There  is  the  Long  Beach  Shipbuilding  Co.,  at  Long 
Beach. 

Mr.  Hadley.  How  many  did  they  have  contracts  for  and  how  many 
were  canceled  I 

Mr.  Reed.  They  had  contracts  for  16  ships,  and  4  were  canceled. 

Mr.  Hadley.  What  other  plants  in  the  district? 

Mr.  Reed.  The  Los  Angeles  Shipbuilding  &  Dry  Dock  Co.  They 
had  contracts  for  30  ships,  none  of  which  were  canceled-  Also  one 
contract,  which  was  canceled  complete.  I  believe  that  was  for  12 
ships,  the  last  one.    However,  it  was  canceled  complete. 

Mr.  Hadley.  Now.  is  there  any  other  steel  yard? 

Mr.  Reed.  The  Southwestern  Shipbuilding  Co.,  at  East  San  Pedro. 

Mr.  Hadley.  East  San  Pedro? 

Mr.  Reed.  Yes.  Thev  had  contracts  for  23  vessels,  five  of  which 
were  canceled. 

Mr.  Hadley.  That  completes  the  list  ? 

Mr.  Reed.  That  completes  the  list ;  yes,  sir. 

Mr.  Hadley.  In  the  case  of  requisitioned  ships,  were  those  all  com- 
pleted at  the  several  steel  yards  ? 

Mr.  Reed.  They  were  all  completed  and  delivered ;  yes. 

Mr.  Hadley.  There  were  no  cancellations  of  those  ? 
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Mr.  Reed.  There  were  no  cancellations  of  those ;  no,  sir. 

Mr.  Hadlet.  How  many  requisitioned  ships  did  the  Bethlehem  Co. 
liave? 

Mr.  Eeed.  The  Bethlehem  Co.  had  19  requisitioned  ships. 

Mr.  Hadley.  And  the  Moore  Co.  ? 

Mr.  Beed.  Moore  had  six  requisitioned  ships. 

Mr.  HadivEy.  The  Pacific  coast  had  none,  I  take  it? 

Mr.  Seed.  The  Pacific  coast  had  none. 

Mr.  Haduey.  Hanlon? 

Mr.  Eeed.  Hanlon  had  two. 

Mr.  Hadley.  Union  Construction  Co.  had  nonet 

Mr.  Seed.  No;  none. 

Mr.  Hadley.  The  Western  Pipe  &  Steel  Co.  ? 

Mr.  Reed.  They  had  none. 

Mr.  Hadley.  Lon^  Beach  ? 

Mr.  Reed.  Long  Beach  had.  Well,  the  Craig  Shipbuilding  Co., 
which  had  since  been  amalgamated  with  the  Long  Beach  Co.,  had 
two. 

Mr.  Hadley.  The  Los  Angeles  Co.  ? 

Mr.  Rekd.  None. 

Mr.  Hadley.  Southwestern? 

Mr.  Resd.  None.    Those  are  all  new  yards. 

Mr.  Hadley.  I  have  a  note  that  the  Moore  Co.  had  six.  Is  that 
correct  ? 

Mr.  Reed.  It  should  be  seven. 

Mr.  Hadley.  Seven? 

Mr.  Reed.  Seven  is  correct. 

Mr.  Hadley.  How  many  ways  have  the  Bethlehem  Steel  Co.  at 
their  two  plants? 

Mr.  Reed.  Eleven  ways. 

.Mr.  Hadley.  The  Western  Pipe  &  Steel  Co.  ? 

Mr.  Reed.  Four  ways. 

Mr.  Hadley.  The  Moore  plant? 

Mr.  Reed.  Ten  ways. 

Mr.  Hadley.  The  Pacific  Coast  Co.? 

Mr.  Reed.  Four  ways. 

Mr.  Hadley.  Hanlon? 

Mr.  Reed.  They  have  three  ways. 

Mr.  Hadley.  The  L^nion  Construction  Co.? 

Mr.  Reed.  The  Union  Construction  Co.  has  four  ways. 

Mr.  Hadley.  The  Long  Beach  Co.  ? 

Mr.  Reed.  Long  Beach  has  four  and  a  half  ways.  They  lay  a  half 
a  ship  and  work  on  it  until  they  launch  the  on6  on  the  other  end,  and 
they  complete  that  half  and  then  work  on  the  other. 

Mr.  Hadley.  That  is  an  exceptional  situation? 

Mr.  Reed.  Yes^  sir; 'they  laimch  sideways. 

Mr.  Hadley.  How  many  have  the  Los  Angeles  Shipbuilding  & 
Drv  Dock  Co.? 

Mr.  Reed.  Well,  they  lately  demolished  one  or  two,  to  build  a  dry 
dock. 

Mr.  Hadley.  How  many  had  they? 

Mr.  Reed.  Six. 

Mr.  Hadley.  They  had  six  originally? 

Mr.  Reed.  Yes. 
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Mr.  Hadley.  And  the  other  plant,  the  Southwestern  Ck>.,  at  San 
Pedro? 

Mr.  Seed.  The  Southwestern  Co.  has  six. 

Mr.  Hadmiy.  We  have  one  concrete  plant  at  San  Francisco  and 
one  at  San  Diego,  as  I  understand  it? 

Mr.  Reed.  Yes,  sir. 

Mr.  Hadley.  How  many  ways? 

Mr.  Reed.  Two  ways  to  each  yard. 

Mr.  Hadley.  To. each  yard? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  Where  was  the  Faith  built? 

Mr.  Reed.  The  Fcdtk  was  built  down  here  at  Redwood  City. 

Mr.  Hadley.  There  is  no  plant  there? 

Mr.  Reed.  No,  sir. 

Mr.  Hadley.  What  has  been  the  progress  of  the  work  in  the  San 
Francisco  yard  on  concrete  ships? 

Mr.  'Reed.  One  vessel  has  been  launched  and  two  are  on  the  ways, 
one  rather  near  to  launching. 

Mr.  Hadley.  What  is  the  name  of  that  yard  here? 

Mr.  Reed.  The  San  Francisco  Shipbuilding  Co.,  the  Gk>v«rDineDt 
isFand  yard. 

Mr.  Hadley.  That  is  the  Grovernment  plant? 

Mr.  Reed.  We  own  it  complete. 

Mr.  Hadley.  And  you  own  one  at  San  Diego,  too? 

Mr.  Reed.  Yes,  sir. 

Mr.  Hadley.  You  say  one  has  been  launched  at  the  San  Francisco 
plant  ? 

Mr.  Reed.  Yes,  sir. 

Mr.  Hadley.  And  one  is  near  launching? 

Mr.  Reed.  Yes ;  and  another  is  being  built. 

Mr.  Hadley.  Provision  has  been  made  for  construction  of  three 
here?     . 

Mr.  Reed.  Three. 

Mr.  Hadley.  How  many  at  San  Diego? 

Mr.  Reed.  Originally,  both  contracts  were  for  eight  ships.  Five 
were  canceled  here,  and  six  in  San  Diego,  leaving  three  to  complete 
here  and  two  to  complete  in  San  Diego. 

Mr.  Hadley.  It  is  now  planned  to  limit  construction  to  five  ships 
at  these  two  yards. 

Mr.  Reed.  Yes,  sir. 

Mr.  Hadley.  What  is  the  tonnage  of  those  that  have  been 
launched  here? 

Mr.  Reed.  7,500  tond. 

Mr.  Hadley.  Are  you  building  the  same  size  at  San  Diego? 

Mr.  Reed.  Yes,  sir;  two  tankers  and  one  cargo  vessel  here,  and 
two  tankers  in  San  Diego. 

Mr.  Hadley.  There  have  been  no  small  types  built? 

Mr.  Reed.  No,  sir. 

Mr.  Hadley.  What  is  the  cost  of  the  concrete  tanker? 

Mr.  Reed.  I  do  not  know. 

Mr.  Hadley.  Of  that  tonnage?     You  do  not  know? 

Mr.  Reed.  I  can  tell  what  they  cost  to  date. 

Mr.  Hadley.  Oh,  there  is  none  absolutely  complete  yet? 

Mr.  Reed.  No,  sir. 
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Mr.  Hadlet.  Prom  the  cost  up  to  date,  can  you  not  approximate 
the  probable  cost  when  completed? 

Mr.  Eeed.  It  looks  as  though  the  first  one  at  the  San  Francisco, 
yard  would  cost  us  $1,250,000. 

Mr.  Hadlet.  Is  that  a  fair  illustration  of  the  class  of  ship  being 
completed  at  the  two  yards? 
.     Mr.  Eeed.  Yes.  sir. 

Mr.  Hadley.  Are  they  all  of  the  same  type  and  style  as  the 
Faith? 

Mr.  Beed.  No,  sir;  none  of  them. 

Mr.  Hadlet.  The  Faith  was  a  smaller  vessel,  I  think. 

Mr.  Eeed.  Yes;  it  was  different.  The  design  is  different  than 
the  Fcdth. 

Mr.  Hadlet.  .The  design  of  the  ships  bein^  built  at  the  two  yards 
has  had  no  practical  test  yet,  so  far  as  use  is  concerned? 

Mr.  Eeed.  Not  that  I  know  of;  no,  sir. 

Mr.  Hadlet.  Unless  some  one  has  been  used  from  some  of  the  other 
contract  yards  in  the  East  or  South,  you  do  not  know  whether  they 
have  or  not? 

Mr.  Eeed.  No  ;  I  do  not  know.  I  think  the  construction  out  here 
is  ahead  of  any  construction  in  the  East. 

Mr.  Hadley.  Is  it  advanced  further? 

Mr.  Eeed.  Yes. 

Mr.  Hadlet.  And  as  far  as  you  know,  no  Government  concrete 
ship  has  gone  to  sea  yet? 

Mr.  Eebd.  As  far  as  I  know,  it  has  not.  They  have  always  been 
considered  an  experiment,  I  believe,  by  everyone. 

Mr.  Hadlet.  What  is  the  approximate  cost  of  the  investment  in 
the  yard  here,  in  San  Francisco? 

Mr.  Eeed.  Approximately  a  million  dollars  at  each  yard. 

Mr.  Hadlet.  Both  here  and  San  Diego? 

Mr.  Eeed.  One  runs  a  little  over  and  the  other  a  little  under. 

Mr.  Hadlet.  Who  does  the  installation  work  for  the  Government 
concrete  yard? 

Mr.  Eeed.  We  do. 

Mr.  Hadlet.  You  have  an  installation  plant  of  your  own? 

Mr.  Eeed.  Yes,  sir. 

Mr.  Hadley.  At  the  yard  ? 

Mr.  Beed.  At  the  yard ;  yes. 

Mr.  Hadley.  The  machinery  and  all  ? 

Mr.  Eeed.  Yes. 

Mr.  Hadlet.  You  have  spoken  of  the  status  of  the  financing  of  the 
yard  that  is  known  as  the  Liberty  yard,  and  also  the  Pacific  Coast. 
Shipbuilding  Co.  plant? 

Mr.  Eeed.  Yes,  sir. 

Mr.  Hadlet.  Including  the  housing? 

Mr.  E^ED.  Yes,  sir. 

Mr.  Hadlet.  Are  there  any  other  instances  where  there  have  been 
advances  that  are  unsecured,  or  otherwise? 

Mr.  Eeed.  Yes. 

Mr.  Hadlet.  What 'are  they? 

Mr.  Eeed.  The  Bethlehem  Shipbuilding  Corporation  have  been  al- 
lowed $1,500,000  for  enlarging  their  Alameda  plant. 
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Mr.  Hadley.  On  what  terms  was  that  done? 

Mr.  Beed.  To  provide  additional  ways  and  necessarjr  cranes.  The 
contractor  has  an  option  of  purchase  on  the  plant  improTemeats 
within  90  days  after  completion  of  the  contract.   . 

Mr.  Haduby.  What  other  advances? 

Mr.  Eeed.  We  loaned  the  Moore  Shipbuilding  Co.  $484,000.  That 
has  all  been  returned. 

Mr.  Hadi^y.  Any  others? 

Mr.  Reed.  We  have  advanced  the  Hanlon  Dry  Dock  &  Shipbuild- 
ing Co.  $150,000.  That  is  to  be  deducted  from  tiie  final  payments 
on  the  last  three  ships,  that  they  build  for  us.  We  have  loaned 
Barnes  &  Tibbetts  Snipbuilding  Co.,  of  Alameda,  approximately 
$110,000.    This  is  fully  secured  by  a  mortgage  which  is  Al  security. 

Mr.  Hadley.  The  Barnes  &  Tibbetts  plant  has  not  been  mentioned 
before. 

Mr.  Reed.  That  is  a  wood  yard. 

Mr.  Hadley.  Are  they  still  in  operation? 

Mr.  Beed.  Yes. 

Mr.  Hadley.  Were  there  other  advances? 

Mr.  Beed.  The  San  Diego  Electric  Bailway  Co.,  of  San  Diego, 
approximately  $47,000.         • 

Mr.  Hadley.  Is  that  secured  in  any  way  ? 

Mr.  Beed.  That  is  secured. 

Mr.  Hadley.  In  what  way  ? 

Mr.  Beed.  No;  this  is  not  secured. 

Mr.  Hadley.  What  was  the  occasion  of  that  advancement? 

Mr.  Beed.  That  was  to  get  a  spur  track  into  the  San  Diego  con- 
crete yard,  and  is  going  to  be  repaid  one  year  after  the  declaration 
of  peace  20  per  cent,  and  each  succeeding  year  thereafter  20  per 
cent.  That  is  secured  by  a  contract,  yes ;  by  a  signed  contract,  but 
we  have  no 

Mr.  Hadley- .  It  is  just  a  general  obligation  of  the  company? 

Mr.  Beed.  A  general  obligation  of  the  company. 

Mr.  Hadley.  It  is  a  thoroughgoing  solvent  company,  or  do  you 
know  as  to  that? 

Mr.  Beed.  Yes;  to  the  best  of  my  knowledge  and  belief  they  are 
thoroughly  solvent.  The  agreement  does  not  call  for  any  security, 
though. 

Mr.  Hadley.  Is  there  any  other  advancement? 

Mr.  Beed.  Yes ;  one  other,  the  San  Francisco  &  Oakland  Terminal 
Bailway  Co.,  $9,675,  and  that  is  secured  by  a  note. 

Mr.  Hadley.  What  was  the  occasion  of  that  advancement? 

Mr.  Beed.  That  was  to  run  a  line  down  to  the  Moore  shipyard. 
That  is  returnable  90  days  after  the  end  of  the  war. 

Mr.  Hadley.  Any  other? 

Mr.  Beed.  We  have  allowed  some  of  the  contractors  to  use  parts 
of  their  money — of  the  shipbuilding  money— on  plant.  The  Union 
Construction  Co.  was  allowed  the  same  as  the  Pacific  Coast  Ship- 
building Co. 

Mr.  Hadley.  $700,000? 

Mr.  Beed.  To  use  $700,000. 

Mr.  Hadley.  The  same  way  and  on  the  same  conditions! 
^  Mr.  Beed.  In  the  same  way  and  under  practically  the  same  condi- 
tions. 
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Mr.  Hadlet.  And  they  had  a  contract  for  10  ships? 

Mr.  Reed.  Each  virtually  the  same. 

Mr.  HADiaET.  Is  that  a  new  plant  ? 

Mr.  Reed.  That  was  a  new  plant. 

Mr.  Hadlet.  In  fact,  you  have  all  new  plants,  except  the  Bethle- 
hem and  the  Western  Pipe  &  Steel  Co.  ? 

Mr.  Reed.  That  is  now.  The  Western  Pipe  &  Steel  Co.  is  a  new 
plant. 

Mr.  Hadlet.  Yes. 

Mr.  Reed.  But  the  Moore  Shipbuilding  Co.  is  an  old  plant  and 
the  Long  Beach  Shipbuilding  Co.  is  an  old  plant.  It  used  to  be 
the  California  Shipbuilding  (Jo.    Hanlon  is  an  old  plant. 

Mr.  Hadlet.  Just  one  question  about  wood-ship  yards.  How 
many  do  you  have  in  the  district  here? 

Mr.  Reed.  Seven  wood-ship  yards. 

Mr.  Hadlet.  Are  any  of  them  in  operation  now  ? 

Mr.  Reed.  Yes;  the  Kruse  &  Banks  Shipbuilding  Co.  at  North 
Bend,  Oreg.  They  have  their  ways  full  of  private  work,  I  under- 
stand. 

Mr.  Hadlet.  How  many  did  they  have  and  how  many  were  can- 
celed? 

Mr.  Reed.  They  had  contracts  for  12  wooden  hulls,  and  two  of 
them  were  canceled. 

Mr.  Hadlet.  Do  you  know  how  far  along  those  two  hulls  were,  or 
were  they  on  the  ways  ? 

Mr.  Reed.  No:  they  were  not  on  the  ways. 

Mr.  Hadlet.  Then,  they  had  not  commenced  construction  on  them. 
What  others  ? 

Mr.  Reed.  Coos  Bay  Shipbuilding  Co.,  at  Marshfield,  Oreg.,  had 
contracts  for  10  wood  hulls,  and  none  of  them  were  canceled. 

Mr.  Hadlet.  ^ad  they  all  been  completed  ? 

Mr.  Reed.  All  been  completed. 

Mr.  Hadlet.  All  right.    Will  you  go  down  the  list,  please  ? 

Mr.  Reed.  Yes. 

Mr.  Hadlet.  I  would  like  to  get  a  memorandum  of  that  in  the 
record. 

Mr.  Reed.  Hammond  Lumber  Co. 

Mr.  Hadley.  Where  situated? 

Mr.  Rekd.  Situated  at  Eureka,  Calif. — seven  wood  hulls,  and  none 
canceled. 

Mr.  Hadlet.  Were  they  all  complete  ? 

Mr.  Reed.  All  complete.  Well,  there  were  two  of  them  that  they 
are  finishing  up,  that  have  not  yet  been  delivered. 

Mr.  Hadlet.  But  they  will  be  completed? 

Mr.  Reed.  Very  shortly.  Fulton  Shipbuilding  Co.,  at  Wilming- 
ton, Calif.,  12  wood  hulls,  3  of  which  were  canceled.  Those  have  all 
been  delivered. 

Mr.  Hadley.  Did  the  three  canceled  hulls  ever  have  any  work  done 
on  them? 

Mr.  Reed.  Very  little  work  done. 

Mr.  Hadley.  V^ery  little.     The  next  one? 

Mr.  Reed.  The  next  one  is  the  Ralph  J.  Chandler  Shipbuilding 
Co.,  Wilmington,  Calif.,  six  hulls ;  none  canceled. 

177068— ::o—PT  1 —  .^s 


834  SHIPPIKG  BOARD  OPERATIONS. 

Mr.  Hadley.  Six  complete? 

Mr.  Reed.  One  yet  to  complete.  It  will  be  delivered  within  a  short 
time. 

The  Benicia  Shipbuilding  Corporation,  five  wood  hulls,  two  of 
which  were  canceled. 

Mr.  H!adley.  Are  the  five  complete? 

Mr.  Eeed.  No  ;  two  of  which  were  canceled,  leaving  three,  and  one 
yet  to  be  delivered. 

Mr.  HadLiEY.  Were  those  that  were  canceled  in  a  state  of  progress, 
or  had  they 

Mr.  Reed.  Well,  the  keels  had  not  yet  been  laid,  but  there  was 
considerable  material  and  considerable  work  had  been  done  on  them. 

Mr.  Hadi/EY.  You  mentioned  six,  I  believe.    Is  there  one  other? 

Mr.  Reed.  Yes;  the  Rolph  Shipbuilding  Co.,  at  Eureka,  Calif.— 
eight  wood  hulls,  three  of  which  were  canceled. 

Mr.  Hadley.  Was  there  much  material  there? 

Mr.  Reed.  Just  two  canceled  hulls. 

Mr.  Hadley.  Yes. 

Mr.  Reed.  No  :  there  was  not  very  much. 

Mr.  Hadley.  That  completes  the  list  in  the  district  does  it? 

Mr.  Reed.  Well,  the  Main  Iron  Works  had  a  contract  for  seven 
tugs,  and  the  i;\^ork  has  been  suspended  on  all  seven  of  the  tugs. 

Mr.  Hadley.  Where  is  that  located? 

Mr.  Reed.  The  Main  Iron  Works  are  here  in  San  Francisco.  The 
hull  work  on  the  tugs  is  being  done  by  Stone  &  Co.,  who  have  a 
plant  in  Oakland. 

Mr.  Hadley.  Had  there  been  much  work  done  on  the  tugs  when  the 
contract  was  canceled? 

Mr*  Reed.  On  four  of  them ;  yes — ^practically  50  per  cent  complete. 

Mr.  Hadley.  What  did  it  cost  to  complete  those  tugs,  each  of 
them? 

Mr.  Reed.  $246,500  each. 

Mr.  Hadley.  That  was  done  on  four  of  them  ? 

Mr.  Reed.  On  four  of  them,  practically. 

Mr.  Hadley.  What  will  be  done  with  the  materials  and  the  tugs? 

Mr.  Reed.  They  will  be  salvaged  and  sold. 

Mr.  Hadley.  Is  this  material  from  the  wood-ship  yards  being 
assembled  at  the  concentration  y^ard  or  plant  with  the  materials  from 
the  steel  yards,  or  what  is  being  done  with  it? 

Mr.  Reed.  It  is  being  sold  or  concentrated  at  the  Liberty  yard: 
yes;  at  the  warehouse. 

Mr.  Hadley.  Where  sales  are 

Mr.  Reed.  It  is  sold  at  the  plant,  usually,  but 

Mr.  Hadley.  Are  these  sales  made  under  the  authority  and  direc- 
tion of  the  district  management,  or  how  does  it  work  ? 

Mr.  Reed.  No;  it  is  now  handled  by  the  supply  and  sales  division- 
Mr.  Hadley.  It  is  handled  by  the  supply  and  sales  division  of  the 
district? 

Mr.  Reed.  Of  the  district. 

Mr.  Hadley.  And  they  determine  the  prices  and  all  without  any 
direct  recommendation  or  approval  of  the  district  office? 

Mr.  Reed.  No;  we  have  no  jurisdiction  over  them  and  do  not  work 
with  them  in  the  district  office. 

Mr.  Hadley.  I  think  that  is  all. 
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Mr.  Kelley.  Just  one  question  further,  Mr.  Reed.  Do  you  think 
the  Government  ought  to  encourage  those  workingmen  to  buy  those 
houses  out  there  at  Clyde,  in  view  of  the  great  difficulties  of  keeping 
the  Pacific  Coast  Shipbuilding  plant  going  after  the  emergency  is 
entirely  over  ? 

Mr.  Reed.  You  mean  from  a  moral  standpoint,  as  far  as  the  work- 
ingmen  are  concerned? 

Mr.  Kelley.  Yes;  the  idea  of  having  the  workmen  put  their  mon'^y 
into  a  towm  like  that  as  a  purchase. 

Mr.  Reed.  I  do  not  see  that  it  can  do  the  workman  any  harm,  if 
he  is  paying  what  he  would  virtually  pay  for  rent  under  the  sale 
provisions  as  they  are  laid  out. 

Mr.  Kelley.  1  see.    He  is  not  going  to  lose  anything  actually? 

Mr.  Reed.  If  he  gets  a  $3,000  house  and  pays  $30  down  and  pays 
$30  a  month,  he  would  virtually  pay  that  for  a  poorer  house  if  he 
rented  it. 

Mr.  Kelley.  You  are  really  proceeding  upon  that  theory  rather 
than  upon  the  theory  of  an  investment  being  made  at  this  tinje? 

Mr.  Reed.  Precisely;  yes. 

Mr.  Kelley.  You  really  figure  that  the  investment  will  all  have 
to  he  charged  off  for  the  town  at  Clyde  ? 

Mr.  Reed.  No;  I  do  not. 

Mr.  Kelley.  Don't  you  think  so? 

Mr.  Reed.  No  ;  I  do  not. 

Mr.  Kelley.  You  do  not  believe  that  the  plant  down  there  can 
compete  with  the  Bethlehem  plant  or  Moore's  for  commercial  build- 
ing? 

Mr.  Reed.  I  do  not  know;  but  the  town  would  have  a  value  for 
any  other  manufacturing  concerns  that  might  go  down  there,  and 
that  section  is  gi'owing.  Oil  companies  are  taking  up  big  tracts- 
down  there,  and  it  is  not  necessarily  yet  a  complete  loss. 

Mr.  Kelley.  Do  you  know  whether  or  not  the  shipbuilding  plants 
here  maintained  agencies  at  Washington  or  Philadelphia  ? 

Mr.  Reed.  Most  of  them 

Mr.  Kelley.  During  the  war? 

Mr.  Reed.  No.  As  a  rule  they  went  on,  the  president  or  an  officer 
of  the  concern  went  on,  when  they  had  business  to  transact. 

Mr.  Kelley.  When  they  had  something  special  to  transact? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  You  do  not  know  of  any  of  them  that  had  men  sta- 
tioned there  permanently? 

Mr.  Reed.  Yes;  I  do. 

Mr.  Kelley.  Which  ones? 

Mr.  Reed.  The  Pacific  Coast  Shipbuilding  Co.  had  a  man  there 
permanently. 

Mr.  Kelley.  That  is  the  Clyde  Co.? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  Who  was  that? 

Mr.  Reed.  A  Mr.  Underwood. 

Mr.  Kelley.  Underwood  ? 

Mr.  Reed.  Yes,  sir. 

Mr.  KELLEY.From  San  Francisco? 

Mr.  Reed.  No  ;  from  the  East.    I  don't  know  him. 

Mr.  Kelley.  What  is  his  first  name ;  do  you  know  ? 
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Mr.  Reed.  No;  I  do  not. 

Mr.  Kelley.  Was  he  connected  with  the  Department  of  Justice 
at  one  time? 

^  Mr.  Reed.  Not  that  I  know  of.    He  was  connected  witlithe  Fleet 
Corporation  at  one  time. 

Mr.  Kelley.  He  was? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  What  branch? 

Mr.  Reed.  In  the  contract  division. 

Mr.  Kelley.  In  the  contract  division? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  Do  you  know  whether  or  not  he  was  the  one  that 
negotiated  these  housing  contrapts? 

Mr.  Reed.  No:  I  do  not. 

Mr.  Kelley.  The  Bethlehem  Steel  Co.  did  not  have  anybody  there 
from  here,  I  suppose,  permanently? 

Mr.  Reed.  Not  that  I  ^  know  of. 

Mr.  Kelley.  How  about  the  Moore  Shipbuilding  Co.? 

Mr.  Reed.  No  ;  not  that  I  know  of,  either.  I  am  pretty  sure  they 
did  not,  as  Mr.  Arms,  who  was  the  president,  always  T^ent  on  him- 
self, whenever  a  contract  was  to  be  ODtained,  or  some  business  would 
come  up,  or  Mr.  Moore.  It  was  not  the  custom  here  to  keep  repre- 
sentatives in  the  East.    The  custom  was  for  the  officials  to  go  on. 

Mr.  Kelley.  Was  Mr.  Burgess  himself  ever  connected  with  the 
Fleet  Corporation? 

Mr.  Reed.  No,  sir. 

Mr.  Kelley.  Was  there  anybody  connected  with  this  Pacific  Coast 
Shipbuilding  Co.  that  had  been  connected  with  the  Emergency  Fleet 
Corporation? 

Mr.  Reed.  There  is  now  a  Mr.  Radford. 

Mr.  Kelley.  Mr.  Radford? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  What  position  did  he  hold  with  the  corporation! 

Mr.  Reed.  He  was  contract  manager  with  the  Fleet  Corporation. 

Mr.  Kellkv.  How  long  lias  he  been  connected  with  this  company? 

Mr.  Reed.  More  than  a  year. 

Mr.  Kelley.  Was  he  contract  manager — is  that  what  you  call  it  ? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  Was  he  contract  manager  for  the  Fleet  Corporation 
when  these  contracts  were  entered  into  with  the  Pacific  Coast  Co.  ? 

Mr.  Reed.  I  believe  so. 

Mr.  Kelley.  Do  you  know  w^hat  his  salary  is  out  here? 

Mr.  Reed.  $18,000  per  annum. 

Mr.  Kelley.  $18,000  a  year? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  What  was  his  salarv  in  the  home  office,  do  vou  know? 

Mr.  Reed.  No;  I  do  not. 

Mr.  Keli^ey.  Is  he  a  resident  of  California? 

Mr.  Reed.  No  ;  he  is  not  a  resident  of  California. 

Mr.  Kelley.  He  came  on  here  after  this  company  was  organized? 

Mr.  Reed.  Yes,  sir. 

Mr.  Kelley.  And  went  into  the  shipbuilding  business? 

Mr.  Reed.  Yes,  sir. 

Mr.  Kelley.  Is  he  a  practical  shipbuilder? 
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Mr.  Reed.  I  do  not  know. 

Mr.  Kellev.  Do  you  know  whether  he  is  financially  interested  in 
the  corporation? 

Mr.  Reed.  No  ;  I  do  not  know  that. 

Mr.  Kelley.  You  do  not  know,  but  from  your 

Mr.  Reed.  He  was  not  up  to  recently.  I  can  say  that  he  has  not 
been — not  up  to  the  present  time. 

Mr.  Kelley.  Just  what  service  does  he  perform  for  the  Pacific 
Coast  Shipbuilding  Co.? 

Mr.  Reed.  I  do  not  know  that. 

Mr.  Kbli.ey.  Is  he  out  here  or  in  Washington  or  Philadelphia  ? 

Mr.  Reed.  He  is  here,  usually. 

Mr.  Kelley.  Generally? 

Mr.  Reed.  Yes ;  most  of  the  time. 

Mr.  Kelley.  Do  you  know  what  his  official  position  is? 

Mr.  Reed.  He  is  one  of  the  directors. 

Mr.  Kelley.  He  is  not  president? 

Mr.  Reed.  No.     I  do  not  know  what  his  other  title  is. 

Mr.  Kelley.  Well,  he  is  not  drawing  this  $18,000  now  ? 

Mr.  Reed.  I  presume  not.  He  is  not  drawing  it,  at  any  rate,  from 
our  impressed  fund. 

Air.  Kelley.  He  might  be  getting  it  from  another  fund,  though  ? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  And  the  other  officers  might  be  getting  it  also  from 
another  fund? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  How  much  of  that  impressed  fund  is  left  ? 

Mr.  Reed.  About  $4,000,000. 

Mr.  Kelley.  Just  state  briefly  how  you  handle  their  accoimts  out 
there.     As  money  becomes  due  them,  what  do  you  do  with  it  ? 

Mr.  Reed.  As  money  become  due  the  Pacific  Coast  Shipbuilding 
Co.,  their  account  i^  credited ;  that  is,  their  undistributed  advance 
account  is  credited,  and  as  money  is  withdrawn  from  this  impressed 
fund  that  undi6tril3uted  advance  account  is  charged  with  the  with- 
drawals. 

Mr.  Kelley.  Then,  you  really  handle  all  of  their  funds  that  they 
receive  from  the  Government  on  the  contracts? 

Mr.  Reed.  That  is  correct. 

Mr.  Kelley.  Now,  are  they  doing  business  for  anybody  else  but 
the  Government? 

Mr.  Reed.  Not  to  my  knowledge. 

Mr.  Kelley.  So  their  income  would  be  almost  wholly  limited  to 
funds  derived  from  the  Government? 

Mr.  Reed.  Wholfy,  unless  they  were^able  to  sell  stock  or  borrow 
money. 

Mr.  Kelley.  Are  their  finances  in  good  condition  as  to  payments 
for  material  and  other  obligations? 

Mr.  Reed.  Yes;  their  bills  are  paid.  Their  commercial  obligations 
are  well  paid. 

Mr.  Kelley.  What  other  obligations  have  they  ? 

Mr.  Reed.  As  to  their  bank  loans,  I  am  not  wholly  familiar  with 
that  condition. 

Mr.  Kelley.  Do  they  owe  the  banks  some  considerable  amount  of 
money  ? 
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Mr.  Reed.  The  last  I  knew,  they  owed  about  $200,000. 

Mr.  Kelley.  Do  you  know  how  that  loan  W9,s  secured? 

Mr.  Reed.  No,  sir. 

Mr.  Kelley.  Not  by  a  mortgage  on  the  property  in  any  manner^ 

Mr.  Reed.  It  could  not  be  anything  but  a  second  mortgage.  No: 
it  could  not  be  mortgaged. 

Mr.  Kelley.  Stock  might  be  used  for  security. 

Mr.  Reed.  It  might.  It  might  be  personally  secured  by  some  of 
the  officers  of  the  shipbuilding  company.    In  fact,  it  probably  is. 

Mr.  Kelley.  What  part  of  their  capital  was  obtained  from  the 
sale  of  stock? 

Mr.  Reed.  About  $300,000. 

Mr.  Kelley.  And  how  much  in  bonds  ? 

Mr.  Reed.  Seven  hundred  and  fifty  thousand  dollars. 

Mr.  Kelley.  Who  is  the  treasurer  ? 

Mr.  Reed.  Their  officers  change — G.  L.  Downing. 

Mr.  Kelley.  You  intend  to  supervise  their  expenditures  until  the 
Government  has  made  a  final  adjustment  all  along  the  line  with  this 
company,  I  suppose  'i 

Mr.  Reed.  We  shall  have  to  supervise  their  expenditures  until  such 
time  as  the  credits  which  I  tell  you  about  exceed  the  debits,  at  which 
time  they  can  ask  that  the  use  of  the  impressed  fund  be  discontinued 
and  that  they  receive  their  payments  in  accordance  with  the  con- 
tract, and  then  proceed  as  any  other  contractor  would. 

Mr.  Kelley.  Do  you  know  whether  or  not  they  are  up  pretty  well 
on  the  construction  of  the  ships  that  they  have  already  launched? 

Mr.  Reed.  I  think  they  are  in  the  usual  condition  of  ships  when 
they  are  launched ;  yes,  sir. 

Mr.  Kelley.  About  how  long  does  it  take  to  finish  a  ship  of  that 
size,  in  the  ordinary  course  of  construction,  after  launching? 

Mr.  Reed.  It  took  them  from  November  30,  1918,  to  May  29,  1919, 
to  deliver  their  first  ship.    That  would  be  six  mdhths. 

Mr.  Kelley.  Is  that  an  unusual  length  of  time  ? 

Mr.  Reed.  Yes;  that  is  unusually  long.  Two  or  three  months  is 
the  usual  length  of  time. 

Mr.  Kelley.  And  if  they  launched  a  ship  in  May,  and  did  as  well 
as  they  did  on  the  first  ship,  they  would  deliver  it  about  November? 

Mr.  Reed.  Yes,  sir. 

Mr.  Kelley.  Of  this  year? 

Mr.  Reed.  Yes.  However,  it  can  be  expected  that  the  fiM  ship 
would  take  longer  than  their  second  ship. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Do  vou  have  a  resident  auditor  in  each  vard? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  How  many  resident  auditors  have  you  under  your 
jurisdiction? 

Mr.  Reed.  About  30. 

The  Chairman.  Are  vou  permitted  to  examine  the  books  of  the 
Bethlehem  Corporation^ 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Are  there  any  ship  construction  companies  here, 
either  wood,  steel,  or  concrete,  whose  books,  xmder  the  terms  of  the 
contract,  you  are  not  permitted  to  examine? 
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Mi*.  Seed.  I  think  some  of  them  could  legally  refuse  us  access,  if 
thev  wished  to. 

The  Chairman.  Which  ones? 

Mr.  Reed.  None  of  them  ever  have — any  of  the  lump-sum  con- 
tractors. 

.The  Chairman.  Do  you  mean  that  there  is  no  provision  in  their 
contract  for  your  examining  or  inspecting  their  books? 

Mr.  Beed.  No;  there  are  several  contracts  that  there  is  no  such 
provision  in. 

The  Chairman.  Have  any  of  them  denied  you  access? 

Mr.  Seed.  No,  sir. 

The  Chairman.  Have  you  examined  the  books  of  the  companies? 

Mr.  Seed.  Whene^'er  necessary.  Some  of  them  it  has  not  been 
necessary. 

The  Chairman.  When  does  it  become  necessary  for  you  to  make 
an  examination? 

Mr.  Seed.  When  the  contractor  puts  in  claims  for  excess  wages 
or  any  reimbursement  which  is  on  a  cost  basis;  any  guarantee,  such 
as  freight  guarantees. 

The  Chairman.  Have  you  examined  the  books  of  the  Beth- 
lehem Co.?    . 

Mr.  Seed.  Yes,  sir. 

The  Chairman.  Do  you  know  in  which  business  Mr.  Burgess  was 
engaged  before  he  became  connected  with  the  Pacific  Coast  Ship- 
building Co.? 

Mr.  Seed.  I  know  what  one  of  his  interests  was.  He  was  an  oiB- 
cer  in  the  Western  Bond  &  Mortgage  Co. 

The  Chairman.  Operating  in  that  locality  out  there? 

Mi*.  Seed.  I  do  not  know  as  to  that. 

The  Chairman.  Do  you  know  whether  or  not  he  conducted  a  real 
estate  business  out  in  that  section? 

Mr.  Seed.  I  am  reasonably  sure  that  he  did ;  yes. 

The  Chairman.  Did  any  of  you  gentlemen,  when  you  took  over 
the  offices  of  the  Clyde  Co.,  receive  a  salary  from  the  company? 

Mr.  Seed.  No  ;  no  salaries  or  directors'  iees.  • 

The  Chairman.  The  town  of  Clyde,  has  it  been  incorporated  as  a 
separate  township,  do  you  know  ? 

Mr.  Seed.  There  are  certain  provisions  required  by  the  California 
law  which  have  been  complied  with.  Just  what  they  are,  I  do  not 
know. 

The  Chairman.  So  that  that  is  now  a  town? 

Mr.  Seed.  Yes,  sir. 

The  Chairman.  And  who  are  the  officials,  if  you  know,  of  the 
town? 

Mr.  SisBaE).  Do  you  mean  the  mayor? 

The  Chairman.  Yes,  sir. 

Mr.  Seed.  No,  sir ;  I  do  not  know. 

The  Chairman.  Who  pays  the  taxes  on  this  propertv  out  there? 

Mr.  Seed.  The  Clyde  Co. 

The  Chairman,  the  Clyde  Co.  ? 

Mr.  Seed.  Yes. 

The  Chairman.  While  you  wece  an  officer  of  the  company  did  you 
have  any  negotiations  with  the  municipal  government  of  the  town? 

Mr.  Seed.  No,  sir. 
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The  Chairman.  Do  you  know  of  any  payments  having  been  made 
to  the  municipal  authorities  ? 

Mr.  Beed.  No,  sir. 

The  Chairman.  To  whom  are  the  taxes  paid? 

Mr.  Reed.  I  do  not  know  that  any  taxes  have  been  paid. 
.  The  Chairman.  Do  you  know  what 

Mr.  Keed.  Do  you  mean  State  taxes  or  municipal  taxes? 

The  Chairman.  Municipal  taxes. 

Mr.  Beed.  I  do  not  think  the  town  is  hardly  in  a  condition  to  be 
functioning  as  a  municipality. 

The  Chairman.  The  area  of  the  town  consists  of  the  property  held 
by  the  Clyde  Co.,  does  it  not? 

Mr.  Beed.  It  does ;  yes. 

The  Chairman.  Some  105  acres  ? 

Mr.  Beed.  I  was  going  to  supply  that  acreage. 

The  Chaibman.  Oh,  yes.    Do  you  know  whether  or  not  the  wood- 
ship  builders  in  this  district  have  an  association  ? 

Mr.  Beed.  I  have  been  told  that  they  have,  and  the  indications  are 
that  they  have,  from  the  conversations  that  I  have  had  with  them. 

The  Chairman.  Do  you  know  any  of  the  officials  of  the  associa- 
tion ? 

Mr.  Beed.  No,  sir. 

The  Chairman.  You  have  had  to  conduct  no  negotiations  with, 
the  association? 

Mr.  Beed.  As  an  association,  no. 

The  Chairman.  Do  the  steel-ship  builders  have  an  associatacn? 

Mr.  Beed.  I  think  not. 

The  Chairman.  Have  there  been  any  sales  of  property  by  this 
district,  or  material,  or 

Mr.  Beed.  Of  materials  and  supplies,  yes — ship  supplies. 

The  Chairman.  To  whom  were  those  sales  made? 

Mr.  Beed.  To  various  shipbuilders  and  to  ship  chandlers. 

The  Chairman.  What  property  was  that;  where  did  it  come  from? 

Mr.  Beed.  Salvaged  materials  from  the  various  yards  and  the 
storehouses. 

The  Chairman.  Due  to  cancellations? 

Mr.  Beed.  Due  in  most  cases  to  cancellations— due  in  all  cases,  yes, 
to  cancellations. 

The  Chairman.  Have  there  been  any  hulls  sold? 

Mr.  Beed.  No,  sir;  none  that  I  know  of. 

The  Chairman.  Any  tugboats  sold? 

Mr.  Beed.  No,  sir. 

The  Chairman.  Any  advertised  for  sale,  that  you  know  of;  any 
tugboats  advertised  for  sale? 

Mr.  Beed.  I  think  not.  The  wood  ships  were  all  advertised  at  one 
time. 

The  Chairman.  And  not  sold  ? 

Mr.  Beed.  To  the  best  of  my  knowledge  and  belief,  that  is  cor- 
rect. 

The  Chairman.  Can  you  furnish  us  with  a  statement  of  the  mate- 
rial that  has  been  sold  and  the  persons  to  whom  sold,  as  well  as  the 
amounts  received? 

Mr.  Beed.  Yes. 
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The  Chairman.  And  also  specify,  if  you  can,  in  the  statement  from 
what  yard  it  came. 

Mr.  Reed.  All  right. 

The  Chairman.  Was  this  material  sold  at  private  sale,  if  you 
know? 

,  Mr.  Heed.  Just  how  it  was  sold  I  do  not  know.  I  receive  a  report 
of  the  sale,  and  I  see  that  the  money  is  collected  for  the  sale  as  re- 
ported. Just  how  the  negotiations  are  handled  I  am  not  familiar  with 
that. 

The  Chairman.  Who  is  charged  with  that — Mr.  Frey  ? 

Mr.  Beed.  No  ;  the  Supply  and  Sales  Division  now ;  formerly  the 
old  Supply  Division. 

The  Chairman.  Who  was  in  charge  of  that? 

Mr.  Beed.  Mr.  Yoakum.    He  is  now  in  charge  of  it. 

The  Chairman.  In  this  district? 

Mr.  Beed.  For  the  whole  Pacific  coast. 

The  Chairman.  Does  he  have  headquarters  here? 

Mr.  Beed.  No  ;  his  headquarters  are  al  Portland,  Oreg. 

The  Chairman.  With  reference  to  this  hotel  at  Clyde,  have  you 
had  any  negotiations  with  any  other  governmental  department  atlout 
transferring  that  to  this  jurisdiction? 

Mr.  Beed.  You  understand,  we  are  not  now  officers  of  the  Clyde 
Co.,  and  any  such  negotiations  would  not  be  conducted  by  us.  No;  I 
have  not. 

The  Chairman.  Have  you  received  any  request  from  the  home 
office  or  any  other  department  of  the  Government  relative  to  this 
hotel  being  taken  over? 

Mr.  Beed.  No,  sir. 

The  Chairman.  You  stated  that  you  thought  it  would  make  a  good 
home  for  injured  soldiers. 

Mr.  Beed.  We  have  often  discussed  that ;  yes,  sir. 

The  Chairman.  But  no  steps  have  been  taken  along  that  line? 

Mr.  Beed.  No,  sir. 

The  Chairman.  How  far  are  the  yards  at  Los  Angeles  from  the 
railroad  station? 

Mr.  Beed.  The  yards  around  Los  Angeles  are  at  San  Pedro,  which 
is  about  26  miles  from  Ijos  Angeles,  the  city  proper,  and  the  rail- 
roads run  down  to  the  yards. 

The  Chairman.  Were  the  ships  at  the  San  Diego  yard  designed 
by  the  same  architect  who  designed  these  at  the  San  Francisco 
yards  ? 

Mr.  Beed.  The  plans  came  out  from  the  East,  and  are  the  same  for 
each;  yes. 

The  Chairman.  Do  you  know  who  designed  those  ships? 

Mr.  Beed.  No,  sir. 

The  Chairman.  You  have  nothing  to  do  with  the  purchase  of  fuel 
for  the  ships  after  they  have  been  delivered  by  the  contractor  and 
are  ready  to  be  turned  over  for  operation,  have  you  ? 

Mr.  Beed.  No;  not  after  that.  There  is  usually  some  oil  left  on 
board  for  a  trial  trip,  some  fuel,  which  we  bill  to  the  operators  or  to 
the  operating  division. 

The  Chairman.  Have  you  got  a  list  of  surplus  material  on  hand 
at  the  various  wood  yards? 

Mr.  Beed.  Not  a  complete  list :  no,  sir. 
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The  Chairman.  Now,  the  engines  that  are  installed,  are  they  pur- 
chased by  the  Fleet  Corporation? 

Mr.  Eeed.  The  wood  ships? 

The  Chairman.  Yes. 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  And  from  whom  are  they  purchased? 

Mr.  Reed.  I  do  not  know.  Those  are  bougnt  in  the  East  and  are 
consigned  to  us.    I  can  find  that  out. 

The  Chairman.  Can  you  let  us  know  who  the  engine  companies 
are  that  furnished  the  engines  for  the  wood  ships? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  They  are  billed  to  you  at  cost;  are  they  billed  to 
this  district  at  cost,  do  you  know,  or  do  you  not  have  anything  to  do 
with  the  payment  for  those? 

Mr.  Reed.  No.  The  engines  were  bought  by  the  old  supply  divi- 
sion, and  then  allotted  around  the  country.  Whether  we  have  been 
allotted  some  of  these  engines  that  were  bought  in  this  district,  I  do 
not  recall.  For  instance,  the  Llewellyn  Iron  \Vorks,  at  Los  Angeles, 
built  a  good  many  engines  for  us.  Those  were  paid  for  by  me  and 
billed  to  the  home  office.  Then  the  home  office  subsequently  dis- 
bursed those  around  the  country.  Whether  any  of  those  specific 
engines  ai^  used  in  this  district,  t  am  not  sure.  However,  the  cost  of 
the  engine  has  nothing  to  do  with  the  contractor,  because  we  simply 
supply  the  machinery  and  he  installs  it. 

The  Chairman.  Do  you  have  any  installation  contracts  on  a  cost- 
plus  basis? 

Mr.  Reed.  They  are  all  on  a  cost-plus  basis. 

The  Chairman.  Cost  plus,  what  ? 

Mr.  Reed.  Cost  plus  a  fixed  fee. 

The  Chairman.  That  is  the  only  type  of  cost-plus  contract  you 
have  ? 

Mr.  Reed.  On  installation,  yes ;  that  is  right. 

The  Chairman.  In  no  instance,  so  far  as  you  know,  have  you  paid 
for  installation  upon  the  basis  of  cost  plus  a  certain  percentage? 

Mr.  Reed.  No;  they  were  all  a  fixed  fee. 

The  Chairman.  Have  there  been  any  negotiations  in  which  this 
office  has  been  concerned  relative  to  disposing  of  the  Liberty  site? 

Mr.  Reed.  No. 

The  Chairman.  Do  you  know  whether  there  are  any  negotiations 
pending  at  the  home  office  ? 

Mr.  Reed.  I  do  not  know  that  there  are ;  no. 

The  Chairman.  With  reference  to  the  concrete  yard  here  at 
Frisco,  who  is  in  charge  there? 

Mr.  Reed.  The  resident  auditor,  Mr.  McWethey. 

The  Chairman.  How  much  of  a  salary  does  he  receive? 

Mr.  Reed.  I  will  have  to  look  that  up. 

The  Chairman.  Will  vou  furnish  us  with  a  statement  of  the  salarv 
list  of  that  yard  ? 

Mr.  Reed.  Yes. 

The  Chairman.  That  is  operated  by  the  Fleet  Corporation,  as  I 
understand  it? 

Mr.  Reed.  It  is  operated  by  the  San  Francisco  Shipbuilding  Co., 
as  superintendent,  for  the  Emergency  Fleet  C^orporation. 

The  Chairman.  But  the  Government  owns  the  yard? 


SHIPPIKG  BOARD  OPEBATIONS.  843 

Mr.  Reed.  The  Government  owns  the  yard. 

The  Chairman.  And  furnishes  the  material. 

Mr.  Reed.  And  pays  all  the  bills. 

The  Chairman.  And  pays  all  the  bills? 

Mr.  Reed.  Yes. 

The  Chairman.  It  has  representatives  there  in  charge  of  the  work, 
has  it  not? 

Mr.  Reed.  Yes. 

The  Chairman.  Now,  what  does  the  San  Francisco  Co.  receive 
for  the  construction  of  ships? 

Mr.  Reed.  They  receive  a  fixed  fee  for  each  ship. 

The  Chairman.  Do  you  remember  what  that  is? 

Mr.  Reed.  I  do  not  recall  right  offhand.  I  can  look  that  up, 
though,  in  the  contract. 

The  Chairman.  The  same  arrangements  as  San  Diego? 

Mr.  Reed.  The  same  arrangements  as  San  Diego. 

The  Chairman.  Will  you  look  that  up  in  reference  to  them? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Is  it  the  same  company  down  there? 

Mr.  Reed.  No  ;  it  is  another  company. 

The  Chairman.  That  is  all. 

Mr.  Kelley.  Does  the  operating  company  have  any  investment  at 
the  cement  shipyard  ? 

Mr.  Reed.  \ou  mean  the  operating  division  of  the  Emergency 
Fleet  Corporation? 

Mr.  Kelley.  I  thought  you  said  they  were  operated  by  a  company. 

Mr.  Reed.  Oh,  I  see  what  j'^ou  mean.     No;  it  has  none. 

Mr.  Kelley.  How  was  that  created,  that  corporation — by  sugges- 
tion of  the  Fleet  Corporation  ? 

Mr.  Reed.  I  think  not.  Probably  by  their  own  suggestion  in  the 
first  place 

Mr.  Kelley.  If  they  have  not  any  investment  there,  and  you  run 
the  yard,  what  do  they  do? 

\fr.  Reed  Admiral  Bowles  said  that  they  furnished  the  "  know 
how.''  We  hire  the  San  Francisco  Shipbuilding  Co.  for  so  much  a 
boat  to  build  the  vessels  in  our  yard,  the  same  as  we  might  hire  any 
superintendent  or  any  man. 

Mr.  Kelley.  They  have  had  a  plant  at  some  other  point,  a  ship- 
building plant? 

Mr.  Reed.  They  had  a  plant  at  some  other  point.  This  was  the 
company  that  built  the  Faith  at  Redwood  City. 

Mr.  Kelley.  Oh,  yes.    Have  they  any  assets? 

Mr.  Reed,  Not  that  I  know  of. 

Mr.  Kelley.  What  was  the  advantage  in  hiring  it  to  do  it,  if  they 
have  not  any  assets,  and  you  furnish  all  the  labor  and  material  and 
pay  all  the  bills,  and  are  responsible  for  the  product  ? 

Mr.  Reed.  I  do  not  know  what  the  idea  was  of  handling  those 
contracts  in  just  that  way. 

Mr.  Kelley.  W^ho  were  the  officers? 

Mr.  Reed.  They  are  what  we  call  agency  contracts. 

Mr.  Kelley.  Who  were  the  officers  of  this  corporation,  of  the 
San  Francisco  corporation  ? 

Mr.  Reed.  I  will  have  to  supply  that. 

Mr.  Kelijsy.  What  salaries  dia  they  get  ? 
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Mr.  Keed.  I  will  have  to  find  that  out.  They  do  not  draw  any 
salaries  directly  from  us. 

Mr.  Kellet.  There  is  not  anybody  on  the  pay  roll  down  there  ex- 
cept those  who  are  "i^orking  directly  for  the  Emergency  Fleet  Cor- 
poration, I  take  it? 

Mr.  Beed.  Or  working  directly  for  the  San  Francisco  Shipbuilding 
Co.,  in  the  construction  of  ships. 

Mr.  Kelj:ey.  Is  the  business  carried  on  under  the  name  of  the 
San  Francisco  Shipbuilding  Co.  ? 

Mr.  Seed.  Yes. 

Mr.  KELiiET.  Who  is  the  manager?.  Is  he  a  former  officer  of  the 
San  Francisco  Shipbuilding  Co.,  or  is  he  somebody  that  the  Fleet 
Corporation  put  in  ? 

Mr.  Reed.  No  ;  he  is  somebody  that  the  San  Francisco  Shipbuild- 
ing Co.  put  in.  We  put  our  inspectors  over  there,  and  our  repre- 
sentatives, such  as  Mr.  McWethey. 

Mr.  Kelley.  Now,  what  does  the  San  Francisco  Shipbuilding  Co. 
get  out  of  it  ?    That  is  what  I  am  interested  in. 

Mr.  Seed.  So  much  a  ship.  I  am  going  to  give  you  that  figure — a 
fee  per  ship. 

Mr.  Kelley.  Well,  why  should  they  get  anything  out  of  it,  if  they 
have  no  investment,  and  do  not  furnish  the  plans  or  specifications? 

Mr.  Seed.  Well,  the  officers  of  the  San  Francisco  Shipbuilding  Co. 
are  not  being  paid  by  us. 

Mr.  Kelley.  They  are  not  rendering  any  service,  are  they  ? 

Mr.  Seed.  The  contract  says  that  they  shall. 

Mr.  Keixey.  You  see  what  I  am  inquiring  about,  don't  you? 

Mr.  Seed.  Oh,  yes ;  surely. 

Mr.  Keli^y.  If  the  Government  furnished  the  yard  in  the  first 
place,  furnished  all  the  equipment  for  the  yard,  pays  all  the  bills 
and  hires  all  the  people  down  there,  why  should  we  have  made  any 
contract  with  the  San  Francisco  Shipbuilding  Co.  on  a  lump-sum 
basis? 

Mr.  Seed.  They  were  the  only  concrete  shipbuilders  in  the  district, 
and  that  is  the  only  basis  on  which  it  could  get  a  contract,  I  guess^ 
to  build  the  concrete  ships.  They  would  have  been  glad  to  take  one 
very  likely  on  some  other  basis. 

Mr.  Kelley.  As  a  rule,  when  a  company  gets  a  contract  on  a 
lump-sum  basis  they  put  something  into  the  project  somewhere? 

Mr.  Seed.  Yes. 

Mr.  Keli^y.  Now,  I  do  not  understand  that  these  people  have 
put  anything  into  it  except  their  time,  and  whatever  they  get  will 
be  in  the  way  of  profits,  if  they  get  anything  at  all,  when  the  ship 
is  completed.    They  ai*e  not  on  the  pay  roll  ? 

Mr.  Se^.  Not  those  that  will  get  a  fee.  They  are  not  on  the 
pav  roll. 

Mr.  Keij^ey.  What  service  do  thos.?  who  will  get  the  fee  render? 
That  is  what  I  am  getting  at.  Do  they  take  any  dii-ect  part  in  the 
management  of  the  business?  Do  they  assume  any  financial  re- 
sponsibility in  any  way? 

Mr.  Seed.  Not  as  long  as  tlie  Government  is  solvent,  they  do  not. 
If  we  do  not  pay  the  bills,  they  might  have  to. 

Mr.  Kelley.  But  everybody  who  deals  with  them  understand> 
"hat  they  are  dealing  with  the  United  States  Government? 
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Mr.  Reed.  Yes,  sir. 

Mr.  Keixet.  How  much  is  the  fixed  fee  that  they  will  get? 

Mr.  Seed.  I  am  going  to  look  that  up. 

Mr.  Kelley.  Oh,  you  are  going  to  look  that  up  ? 

Mr.  Seed.  Yes. 

Mr.  KtiLLEY.  Do  you  know  of  anybody  else  besides  Mr.  Radford 
employed  in  any  of  the  yards  in  this  district  who  came  from  the 
home  office? 

Mr.  Reed.  No ;  I  do  not. 

Mr.  Kelley.  He  is  the  only  one,  as  far  as  you  know  ? 

Mr.  Reed.  He  is  the  only  one,  as  far  as  I  Know ;  yes. 

Mr.  Kelley.  That  is  all,  Mr.  Chairman. 

Mr.  Hadley.  I  want  to  see  if  I  understand  this  last  line  of  an- 
swers to  the  questions  as  to  the  San  Francisco  concrete  yard. 

1  gathered  from  your  statement  that  the  effect  of  it  is  this:  As 
you  stated  it,  the  Government  wanted  to  build  concrete  ships  at 
this  yard,  and  furnished  the  material  and  labor  complete,  everything 
that  went  into  the  ship,  and  the  thing  it  lacked  was  somebody  to 
build  the  ship.  Now.  von  go  out  and  instead  of  employing  an  indi- 
vidual and  contract  with  him  to  build  it  and  pay  him  so  much  for 
the  job,  you  employed  the  San  Francisco  Shipbuilding  Co.,  which 
had  had  some  experience,  to  the  extent,  at  least,  of  building  the 
Faith? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  And  you  pay  them  for  their  work,  but  you  furnish 
everything.    Is  that  the  situation  ? 

Mj\  Reed.  That  is  the  situation ;  and  we  have  our  inspectors,  who 
check  them  up  and  watch  them. 

Mr.  Hadley.  Now,  at  the  San  Diego  yard  there  is  a  different 
agency  company  building? 

Mr.  Reed.  Precisely  the  same  situation  there  as  here. 

Mr.  Hadley.  But  it  is  a  different  company  ? 

Mr.  Reed.  A  different  company. 

Mr.  Hadley.  And  what  is  the  name  of  that  company  ? 

Mr.  Reed.  That  is  the  Pacific  Marine  &  Construction  Co. 

Mr.  Hadley.  Had  thev  had  experience  in  concrete-ship  building? 

Mr.  Reed.  Not  that  I  fcnow  of. 

Mr.  Hadley.  Is  that  a  local  company  at  San  Diego? 

Mr.  Reed.  No. 

Mr.  Hadley.  Or  is  it  organized  elsewhere? 

Mr.  Reed.  They  are  a  Philadelphia  company — the  Scofield  En- 
gineering Co. 

Mr.  Hadlky.  I  l)elieve  vou  stated  thev  had  not  built  any  concrete 
ships  ? 

Mr.  Reed.  They  have  not  finished  any  concrete  ships. 

Mr.  Hadley.  Are  they  building  elsewhere  than  at  San  Diego? 

Mr.  Reed.  Not  that  I  know  of ;  no,  sir. 

Mr.  Hadley.  Do  you  know  what  was  the  occasion  of  that  company 
coming  out  here  to  build  the  ships  at  the  San  Diego  yard  ? 

Mr.  Keed.  No:  T  do  not. 

Mr.  Hadley.  The  district  office  had  nothing  to  do  with  those  ne- 
gatiations? 

Mr.  Reed.  Nothing;  no. 
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Mr.  Hadlet.  That  was  an  arrangement  from  the  home  office,  what- 
ever the  arrangement  was? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  All  you  do  know  is  that  they  took  charge  and  do  the 
work  on  the  same  terms  and  under  the  same  conditions  as  a-ou  ex- 
plained in  the  case  of  the  San  Francisco  yard  ? 

Mr.  Reed.  Yes ;  precisely  the  same. 

Mr.  Hadley.  That  is  all. 

Mr.  Kelley.  Do  you  know  of  any  reason  why  the  Government 
should  make  a  contract  with  a  corporation  without  assets  ? 

Mr.  Reed.  I  do  not  know  that  this  company  has  not  assets. 

Mr.  Kelley.  But  if  they  had  any  assets,  they  are  not  obligating 
any  of  them  ? 

Mr.  Reed.  No. 

Mr.  Kelley.  In  the  construction  of  these  ships  ? 

Mr.  Reed.  No:  they  are  not. 

Mr.  Kelley.  Do  vou  know  who  the  stockholders  are  ?     ' 

Mr.  Reed.  I  can  nnd  that  out. 

Mr.  Kelley.  I  wish  you  would  do  that,  and  also  the  officers. 

Mr.  Reed.  Yes. 

Mr.  Kelley.  WTien  you  say  that  this  corporation  does  the  work, 
you  do'  not  mean  by  that  that  they  assume  the  management  of  the 
plant?  That  is  all  done  under  direct  supervision  of  this  office,  is 
it  not  ? 

Mr.  Rk:d.  No. 

Mr.  Kelley.  Who  hires  the  manager  down  there  ? 

Mr.  Reed.  The  San  Francisco  Shipbuilding  Co. 

Mr.  Kelley.  They  hire  whomever  they  please? 

Mr.  Reed.  Subject  to  the  approval  of  whoever  we  have  over  there. 

Mr.  Kelley.  They  can  hire  anybody  they  please,  so  long  as  it  suits 
this  office? 

Mr.  Reed.  So  long  as  it  suits  the  resident  representative  at  the 
plant  and  the  home  office. 

Mr.  Kelley.  Has  the  Fleet  Corporation  a  I'esident  manager  at  the 
plant  ? 

Mr.  Reed.  Yes ;  known  as  tlie  resident  representative. 

Mr.  Kelley.  He  directs  the  affairs  of  tre  corporation  of  this  San 
Francisco  Shipbuilding  Co.  so  far  as  they  relate  to  the  construction 
of  this  ship  ? 

Mr.  Reed.  No  ;  according  to  our  categorical  arrangement,  he  does 
not  initiate  anything.  He  merely  approves  or  disapproves  of  what 
they  initiate. 

Mr.  Kelley.  Well,  how  many  men  have  they  on  the  job  down 
there  that  are  not  receiving  salaries  from  the  Government? 

Mr.  Reed.  I  do  not  know. 

Mr.  Kelley.  Do  you  think  they  have  anybody  ? 

Mr.  Reed.  I  do  not  know  that. 

Mr.  Kelley.  Well,  do  you  know  any  reason  why  the  Government 
could  not  go  ahead  and  conduct  this  experimental  yard,  which  it  is 
largely,  and  build  this  ship,  just  as  it  is  doin^,  and  dispense  with  the 
service  entirely  of  the  San  Francisco  Shipbuilding  Co.  and  save  any 
fee  that  might  be  coming  to  them  ? 

Mr.  Reed.  They  may  be  doing  it  more  economically  than  we  could 
«lone;  but  I  do  not  see  any  reason  why  they  should. 
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Mr.  Kelley.  It  is  pretty  difficult  to  see  why  they  get  into  this  con-   ' 
tract  at  all,  is  it  not? 

Mr.  Beed.  No  ;  I  can  understand.  They  were  the  only  concern  in 
the  country  that  had  built  a  large  concrete  ship.  They  went  to 
Washington  and  wanted  a  contract  for  some  more  concrete  ships  for 
the  Government,  and  if  they  were  told  that  this  was  the  only  kind  of 
contract  they  could  have,  why,  they  had  to  take  this  or  nothing. 

Mr.  Hadley.  I  appreciate  the  force  of  your  last  suggestion,  but  I 
did  not  quite  understand  why  they  were  not  given  a  contract  to  build 
ships  at  San  Diego  for  the  same  reason.  If  the  concern  has  had 
experience  and  is  quite  capable  of  prosecuting  the  work,  I  would 
have  thought,  for  a  limited  number  of  ships,  they  could  have  taken 
the  contract  at  both  plants.*    You  do  not  know  the  reason  for  that  ? 

Mr.  Keed.  No  ;  I  do  not. 

Mr.  Hadley.  Well,  is  there  a  written  contract  between  the  Govern- 
ment and  the  San  Francisco  Shipbuilding  Co.  ? 

Mr.  Beed.  Yes,  indeed. 

Mr.  Hadley.  You  have  a  copy  of  that  here  ? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  You  can  furnish  the  committee  with  that,  if  we 
should  want  it  for  inspection  ? 

Mr.  Reed.  Yes. 

Mr.  Hadley.  I  think  it  would  be  well  if  you  were  to  furnish  us 
with  a  copy  of  it. 

Mr.  Reed.  Yes,  indeed. 

Mr.  Hadley.  If  you  will,  please. 

Mr.  Kelley.  Have  you  ever  loo*ked  into  the  financial  standing  of 
the  San  Francisco  Shipbuilding  Co.  ? 

Mr.  Reed.  No,  sir ;  it  was  not  necessary. 

Mr.  Kelley.  Wliy  was  it  not  necessary  ?  You  are  advancing  that 
concern  quite  a  lot  of  money,  are  you  not  ? 

Mr.  Reed.  No ;  we  have  not  advanced  them  any  money.  We  have 
paid  the  bills  for  material  that  we  own. 

Mr.  Kelley.  You  did  not  consider  it  even  necessary  to  find  out 
whether  they  had  any  financial  responsibility  whatever  or  not? 

Mr.  Reed.  No.  sir. 

Mr.  Kellet.  That  is  all. 

The  Chairman.  Is  Mr.  McWethey  experienced  in  concrete-ship 
building? 

Mr.  Reed.  I  do  not  know.  Mr.  McWethey  was  sent  out  here 
recently. 

The  Chairman.  He  is  the  resident  representative  ? 

Mr.  Reed.  He  is  the  resident  representative. 

The  Chairman.  He  is  supposed  to  approve  or  disapprove  what  is 
done  by  this  San  Francisco  Shipbuilding  Co.  ? 

Mr.  Keed.  That  is  it. 

The  Chairman.  Was  there  any  reason  why  these  ships  should  not 
have  been  built  at  Redwood  City,  where  the  Faith  was  built  ? 

Mr.  Reed.  Oh,  of  the  two  site's,  I  do  not  think  there  is  any  question 
but  what  this  was  the  better  location. 

The  Chairman.  The  one  at  Redwood  City  was  already  established, 
was  it  not? 

Mr.  Reed.  Yes,  sir;  but  they  did  not  have  any  plant  there  at  all. 
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The  Chairman.  Well,  they  had  as  much  of  a  plant  there  as  you  had 
where  these  ships  are  being  built? 
Mr.  Reed.  No. 

The  Chairman.  When  they  started? 

Mr.  Reed.  No  ;  they  had  nothing  but  a  concrete  mixer,  a  buzz  saw, 
and  a  pile  of  cement  at  Redwood  City. 

The  Chairman.  How  did  they  build  the  Faith — with  those  ar- 
ticles? 
Mr.  Reed.  Yes,  sir. 

The  Chairman.  And  they  might  have  built  these  ships  with  the 
same  equipment,  might  they  not? 

Mr.  Reed.  I  don't  know.     They  built  the  Faith  with  very  little 
equipment. 

.  The  Chairman.  Did  they  bring  any  of  their  equipment   down 
here  to  work  on  these  ships  ? 

Mr.  Reed.  I  think  not.     If  they  had,  we  would  have  paid  them 
for  it. 

The  Chairman.  And  you  do  not  think  you  have  paid  them? 

Mr.  Reed.  I  think  not;  no. 

The  Chairman.  Is  there  anybody  else  there  besides  your  i-esident 
representative  ? 

Mr.  Reed.  Yes,  sir;  I  have  a  resident  auditor  there. 

The  Chairman.  Now,  do  you  have  an  inspector? 

Mr.  Reed.  Yes. 

The  Chairman.  Is  he  experienced  in  the  construction  of  con- 
crete ships  ? 

Mr.  Reed.  There  have  not  been  any  concrete  ships  built  before,  Mr. 
Congressman. 

The  Chairman.  What  I  am  trying  to  find  out,  Mr.  Reed,  is  this: 
You  equipped  the  plant,  purchased  the  material,  and  you  pay  for 
the  labor,  and  then  you  say  to  the  San  Francisco  Shipbuilding  Co^ 
"  Here,  you  build  these  concrete  ships  according  to  tnese  specifica- 
tions, and  we  will  pay  all  the  bills  and  j)ay  you  a  fee  for  constructing 
the  ships,  but  we  will  put  a  resident  representative  in  there  and 
inspectors  while  you  are  doing  the  work."  Now^  if  you  have  not  got 
men  that  know  anything  about  it,  how  can  you  tell  whether  they  are 
building  the  ship  according  to  the  specifications  or  whether  they  are 
constructing  a  proper  ship  except  by  relying  upon  the  San  Fran- 
cisco Co.? 

Mr.  Reed.  I  have  everv  reason  to  believe  that  the  concrete  division 
of  the  Emergency  Fleet  Corporation  has  gotten  the  best  men  it  could 
get  in  concrete  constniction,  but  there  has  beeii  very  little  concrete- 
ship  construction. 

The  Chairman.  Well,  as  a  matter  of  fact,  both  of  these  ships  being 
built  over  here  have  developed  weaknesses  in  their  construction? 

Mr.  Reed.  So  I  understand. 

The  Chairman.  Do  you  know  whether  they  had  any  such  diffi- 
culty at  San  Diego? 

Mr.  Reed.  I  do  not  think  they  have.  Their  construction  is  not  as 
far  advanced  as  the  construction  up  here. 

The  Chairman.  Oh,  I  see.  You  say  Mr.  McWethey  was  sent  out 
here  by  the  home  office,  you  thought  ? 

Mr.  Reed.  I  believe  that  is  so:  yes. 

The  Chairman.  Who  preceded  him,  do  you  know? 
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Mr.  Keed.  Capt.  Hynes. 

The  Chairman.  Where  did  he  come  from  ? 

Mr.  Eeed.  He  came  from  the  home  office  at  New  York. 

The  Chairman.  The  concrete-construction  work  here  is  in  charge 
of  which  branch  of  the  district  office — ^the  steel  or  wood — or  does  it 
have  a  separate  division  ? 

Mr.  Keed.  At  present  the  resident  representatives  report  direct 
back  to  the  home  office  and  the  district  manager  has  no  jurisdiction 
over  them. 

The  Chairman.  Oh,  he  has  not? 

Mr.  Keed.  No. 

The  Chairman.  Do  accounts  have  to  go  through  your  office? 

Mr.  Keed.  Yes.    This  is  only  a  recent  arrangement,  however. 

The  Chairman.  There  was  a  former  arrangement? 

Mr.  Keed.  The  former  arrangement  was  that  the  district  manager 
had  an  assistant  in  charge  of  concrete-ship  construction,  who  super- 
vised the  inspectors  at  both  yards,  and  that  assistant  was  the  Capt. 
Hynes  that  I  speak  of. 

The  Chairman.  And  the  accounts  still  went  through  your  office? 

Mr.  Keed.  The  accounts  have  always  gone  through  my  office. 

The  Chairman.  Is  there  any  other  plant  in  this  district  outside  of 
the  concrete  yard  and  the  Liberty  site  in  which  the  Fleet  Corpora- 
tion has  any  ownership  ? 

Mr.  Kei;d.  No,  sir. 

The  Chairman.  And  the  San  Diego  yard? 

Mr.  Keed.  No,  sir. 

The  Chairman.  Those  three? 

Mr.  Keed.  There  are  a  few  small  concerns  which  might  have  put 
in  yards  to  which  we  have  retained  title,  but  they  are  virtually  chat- 
tels more  than  property. 

The  Chairman.  Have  j^ou  had  to  pay  any  vouchers  because  of 
defects  in  troubles  developing  in  ships  that  have  been  constructed  in 
this  district  after  their  launching  and  delivery? 

Mr.  Reed.  Some  of  the  wood  ships  have  had  to  be  recalked. 

The  Chairman.  Did  you  have  any  other  difficulties  with  them? 

Mr.  Keed.  No,  sir. 

The  Chairman.  Do  you  know  of  any  ships  having  been  delivered 
and  foundering  at  sea — wood  ships? 

Mr.  Reed.  Yes;  one. 

The  Chairman.  Which  ship  was  that? 

Mr.  Reed.  The  Coo%  Bay, 

The  Chairman.  The  Coos  Bay? 

Mr.  Keed.  Yes. 
.  The  Chairman.  What  was  the  reason  for  that,  if  you  know  ? 

Mr.  Keed.  No  one  knows.  There  was  a  bad  stonn,  and  three  ves- 
sels foundered  in  the  storm — the  Blackford^  the  Coos  Bay^  and  one 
steel  ship. 

The  Chairman.  The  Blackford  did  not  sink,  did  it,  Mr.  Keed? 

Mr.  Keed.  I  do  not  laiow.    She  was  wrecked. 

The  Chairman.  She  came  in  here  later. 

Mr.  Keed.  Possibly.    I  thought  she  was  lost. 

The  Chairman.  That  was  a  ship  that  was  built  at  Seattle? 

Mr.  Reed.  Yes. 
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The  Chairman.  By  the  Grays  Harbor  Motorship  CSorporation? 

Mr.  Reed.  Yes.    I  do  not  think  she  was  brought  here. 

The  Chairman.  I  think  she  was  brought  in  with  62  inches  of  water 
in  her.  She  might  have  been  abandoned  subsequently,  though.  They 
started  to  bring  her  in,  and  I  guess  she  was  abandoned.  Was  the  steel 
ship  one  that  had  been  constructed  under  contract  with  the  Fleet 
Corpoi'ation  ? 

Mr.  Beed.  I  do  not  know.  I  do  not  know  what  steel  ship  it  was, 
Mr.  Congressman. 

The  Chairman.  Of  the  two  wood  ships  that  were  lost,  the  Black- 
ford was  one? 

Mr.  Reed.  Yes. 

The  Chairman.  The  Coos  Bay  was  a  ship  that  was  built  at  the 
Coos  Bay  yard  in  Oregon? 

Mr.  Reed.  Yes ;  the  Coos  Bay  Shipbuilding  Co. 

The  Chairman.  Have  you  had  to  pay  any  bills  here  on  account 
of  defective  treenails  after  ships  have  been  delivered,  and  in  re- 
placing them  ? 

Mr.  Kbed.  No,  sir ;  all  of  our  wood  ships  were  on  a  lump  sum  basis, 
so  we  would  not  have  any  such  expenses. 

The  Chairman.  I  think  that  is  all. 

Mr.  KELUJr.  The  San  Francisco  Shipbuilding  Co.  is  the  only  com- 
pany, I  suppose,  which  had  a  contract  tor  a  fee  m  this  district,  which 
was  not  required  to  make  some  investment? 

Mr.  Reed.  It  and  the  Pacific  Marine  &  Construction  Co.  at  San 
Diego. 

Mr.  E^ELiiEY.  Yes;  those  two.  And  the  difference  in  treatment  of 
those  two  as  compared  with  the  wood  or  the  steel,  probably,  is  due 
to  the  experimental  nature  of  the  work?  They  could  not  get  capital 
to  go  ahead  and  make  the  exjperiment  or  put  any  capital  in  it  at  all  ? 

Mr.  feEED.  I  presume  that  is  correct ;  yes,  sir.  I  presume  that  is  the 
reason. 

Mr.  KfiiiLEY.  That  being  the  case,  it  almost  seems  as  though  the 
Government  would  have  undertook  the  experiment  itself,  does  it  not  \ 

Mr.  Reed.  It  might  have. 

Mr.  Kjiluey.  Ratner  than  to  contract  to  pay  a  fee,  after  assiuning 
all  financial  and  other  obligations,  even  the  supervision  of  the  work! 

Mr.  Reed.  It  might  have  been  cheaper  that  way. 

Mr.  Kellet.  Well,  we  would  have  saved  the  fee  that  way,  would 
we  not? 

Mr.  Reed.  I  think  the  fee  is  $12,00().  I  am  going  to  verify 
that — and  when  these  boats  are  going  to  cost  $1,250,000,  of  course, 
$12,000  could  verv  easily  be  lost  or  saved. 

Mr.  Keij^ey.  That  is  all,  Mr.  Chairman. 

Mr.  Hadley.  You  have  the  same  resident  auditor  at  San  Diego 
as  at  the  San  Francisco  yard? 

Mr.  Reed.  No  :  a  separate  resident  auditor  at  each  place. 

Mr.  Hadley.  Was  he  sent  out  from  the  home  office,  too  ? 

Mr.  Rei^.  No,  sir;  I  put  him  there.  In  fact,  I  have  to  have  two 
at  San  Diego.  1  have  a  resident  auditor  and  an  assistant  resident 
auditor. 

Mr.  HADiiEY.  Who  selected  those? 

Mr.  Reed.  I  did. 

Mr.  Hadley.  Are  they  local  men? 
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Mr.  Reed.  Yes.  j 

Mr.  Hadley.  Have  they  had  experience  in  concrete  work? 

Mr.  Keed.  No;  but  they  are  experienced  auditors. 

Mr.  Hadley.  And  did  the  inspectors  on  the  job  have  concrete  con- 
struction experience? 

Mr.  Eeed.  I  can  not  answer  that. 

Mr.  Hadley.  Who  furnishes  those? 

Mr.  Reed.  The  district  manager. 

Mr.  Hadley.  He  designates  them? 

Mr.  Reed.  He  designates  the  inspectors,  unless  they  have  been 
recently  designated,  in  which  case  the  resident  representative  may 
have  clesignated  them. 

Mr.  Hadlet.  Is  the  contract  between  the  Fleet  Corporation  and 
that  engineering  company  at  San  Diego  the  same  kind  of  a  contract 
as  the  one  at  the  San  Francisco  yard? 

Mr.  Reed.  Yes;  thej  are  almost  identical. 

Mr.  Hadley.  Practically  identical  in  terms,  except  as  to  parties? 

Mr.  Reed.  Practically  identical;  yes. 

Mr.  Hadley.  Then,  one  contract  would  answer  the  committee's 
purpose  for  both,  I  take  it? 

Mr.  Reed.  Yes;  it  would. 

Mr.  Kelley.  What  considerations  led  to  separating  the  manage- 
ment or  control  of  the  cement-ship  construction  from  this  office  and 
placing  the  management  in  Philadelphia? 

Mr.  Reed.  I  do  not  know.  It  may  have  been  economy.  I  do  not 
know. 

Mr.  Kelley.  How  could  it  be  more  economical  to  handle  a  vard 
from  that  distance? 

Mr.  Reed.  I  do  not  see  how  it  could,  unless  it  was  that  they  may 
have  insisted  on  everything  being  put  up  to  them  for  approyal,  any- 
way, even  though  there  was  a  local  representative  here. 

Mr.  Kelley.  lou  do  not  know  whether  or  not  the  district  manager 
asked  to  be  relieved  from  the  responsibility  connected  with  that  con- 
struction contract? 

Mr.  Reed.  No;  I  do  not  know. 

The  Chairman.  Mr.  Reed,  do  you  know  whether  or  not  there  was 
any  order  issued  by  the  home  office  that  carbon  copies  of  all  corre- 
spondence should  be  sent  there,  applying  to  all  district  offices? 

Mr.  Reed.  Yes;  there  was. 

The  Chairman.  When  was  that  issued ;  do  you  know  ? 

Mr.  Reed.  Well,  at  the  very  start,  I  believe,  of  our  program.  Re- 
cently instructions  have  been  issued  that  only  carbon  copies  of  impor- 
tant letters 

The  Chairman.  How  recently  was  that? 

Mr.  Reed.  Within  a  month. 

The  Chairman.  So  that  up  to  within  a  month  the  home  office  at 
Philadelphia  had  been  furnished  with  carbon  copies  of  all  corre- 
spondence in  this  district? 

Mr.  Reed.  From  the  district  manager;  yes. 

The  Chairman.  The  district  manager? 

Mr.  Reed.  Yes. 

The  Chairman.  Did  it  not  also  apply  to  yonf 

Mr.  Reed.  No,  sir. 

The  Chairman.  Only  to  the  district  manager! 
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Mr.  Beed.  It  applied  to  me  for  several  months,  and  then  I  was 
asked  not  to  send  them.  They  had  gotten  such  a  volume  from  so 
many  districts  that  they  asked  me  not  to.  However,  I  have  always 
sent  copies  of  anything  that  was  of  importance,  and  not  just  routine 
work. 

Mr.  K$jLLET.  Is  it  not  your  experience  that  a  letter  which  seemed 
not  important  may  in  the  end  turn  out  to  be  the  most  important  one! 

Mr.  IJeed.  Yes.    We  have  them  all  here,  though. 

The  Chairman.  I  think  we  will  stop  here  until  2.30. 

Mr.  Keed.  All  right. 

The  Chairman.  And  perhaps  you  had  better  come  back,  Mr.  Beed, 
if  you  will. 

Mr.  Reed.  All  right. 

(Whereupon,  at  1.15  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  o  clock  p.  m.) 

after  recess. 

The  committee  resumed  its  hearing  at  2.30  o'clock  p.  m. 
STATEMENT  OF  MB.  OEOBOE  D.  EEED— Besuned. 

The  Chairman.  Mr.  Reed,  did  you  ascertain  what  the  fee  was 
for  the  concrete  ships  ? 

Mr.  Reed.  $15,000  per  ship,  Mr.  Congressman. 

The  Chairman.  In  both  yards, 

Mr.  Reed.  At  both  yards ;  yes. 

The  Chairman.  Have  you  been  able  to  get  a  copy  of  the  contract 
with  the  San  Francisco  yard? 

Mr.  Reed.  I  have  not  gotten  that  copy  yet,  Mr.  Congressman.  I 
am  getting  all  of  those.  I  listed  them  all,  and  they  all  will  be  here 
very  shortly. 

The  Chair3ian.  Are  you  advised  as  to  whether,  when  you  come  to 
make  a  payment  for  extras,  that  they  have  been  furnished? 

Mr.  Reed.  Whether  the  extras  actually  have  been  put  on  the  ship 
or  not  ? 

The  Chairman.  Yes. 

Mr.  Reed.  Why,  the  certification  of  the  inspector  on  the  vouchw*, 
by  the  inspector  that  is  stationed  at  the  yard. 

The  Chairman.  He  signs  the  original  voucher? 

Mr.  Reed.  He  signs  the  original  voucher,  to  the  effect  that  the 
quantity  and  quality  of  the  work  are  all  right,  that  they  are  correct 
^  The  Chairman.  And  that  will  set  forth  in  detail  the  extra  mate- 
rial and  extra  labor  that  have  been  furnished? 

Mr.  Reed.  And  Form  159,  of  which  I  am  going  to  give  you  a  copy, 
sets  forth  in  detail. 

The  Chairman.  That  is  the  estimate? 

Mr.  Reed.  That  is  the  estimate.  That  is  the  approved  estimate, 
which  becomes  the  same  as  the  purchase  order. 

The  Chairman.  Yes. 

Mr.  Reed.  It  is  practically  a  purchase  order. 

The  Chairman.  Now,  suppose  the  extra  furnished  is  in  excess  of 
the  approved  estimate. 

Mr.  Reed.  The  cost  of  the  extra,  do  you  mean? 
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The  Chairman.  Yes,  sir. 

Mr.  Heed.  The  contractor  then  has  to  stand  that  himself.  In  this 
contract,  the  same  as  any  lump-sum  contract^  if  he  agrees  to  provide 
such  an  extra  for  $10,000,  we  will  say,  and  it  may  cost  him  $11,000 
or  it  may  cost  him  $9,000,  but  that  is  the  same  as  any  lump-sum 
agreement. 

The  Chairman.  Suppose  it  costs  less? 

Mr.  Kbed.  If  it  costs  less,  he  still  ^ets  the  amount  of  the  estimate. 

The  Chairman.  Do  you  or  your  mspector  or  anybody  else  make 
any  inouiry  or  investigation  as  to  the  actual  cost  of  the  extra  ? 

Mr.  Keed.  No.  sir ;  not  unless  we  are  asked  to  before  it  becomes 
an  agreement.    Once  it  is  an  agreement  it  is  a  fixed  agreement  thei*. 

The  Chairman.  So  this  Form  159  has  the  effect  of  a  supplemental 
agreement? 

Af r.  Heed.  It  has  the  effect  of  a  purchase  order,  more,  or  a  supple- 
mental contract;  yes,  sir. 

The  Chairman.  There  is  another  question  that  I  wanted  to  ask 
you  with  reference  to  the  steel  yards.  Under  what  classification  are 
ships,  steel  ships,  placed  in  this  district? 

Mr.  Keed.  Most  of  them  under  the  American  Bureau  of  Shipping ; 
some  under  Lloyds,  and  some  under  both  Lloyds  and  the  American 
Bureau  of  ShippiD^. 

The  Chairman.  And  wood  ships  the  same? 

Mr.  Reed.  The  wood  ships  are  all  American  Bureau  of  Shipping. 

The  Chairman.  Does  the  Fleet  Corporation  pay  any  of  the  fees 
of  the  American  Bureau  of  Shipping  for  inspection? 

Mr.  Reed.  Yes;  they  pay  the  fees  for  the  classification  of  the 
wood  ships. 

The  Chairman.  How  about  the  steel? 

Mr.  Reed.  No  ;  we  have  not  paid  any  on  the  steel  ships. 

The  Chairman.  Under  what  theory  does  the  Fleet  Corporation 
pay  for  inspection  for  the  purpose  oi  classification  of  a  ship  built 
under  contract  requiring  the  owner  to  have  his  ships  classined? 

Mr.  Reed.  I  do  not  know.  That  was  all  settled  in  the  home  office. 
Mr.  Walsh.    I  can  not  answer  that. 

The  Chairman.  Was  the  practice  at  any  time  any  different  since 
you  have  been  here? 

Mr.  Reed.  No,  sir. 

The  Chairman.  Do  you  know  what  the  fee  amounts  to  for  the 
classification  of  an  ordinary  ship? 

Mr.  Reed.  A  3,500-ton  weight  ship? 

The  Chairman.  Yes. 

Mr.  Reed.  That  is  $500. 

The  Chairman.  Does  that  cover  the  cost  of  the  inspection  made 
from  time  to  time  by  the  American  Bureau  inspectors  at  the  yard 
during  the  progress  of  the  work? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Have  you  had  any  ships  in  this  district  that  were 
delivered  without  classification,  to  your  kaowledge  ? 

Mr.  Reed.  No,  sir. 

The  Chairman.  And  the  selection  of  which  bureau  should  make 
the  classification  was  determined  by  the  home  office? 

Mr.  Reed.  It  says  in  the  contract.  The  contract  carries  those 
stipulations. 
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The  Chairman.  Were  any  of  the  ships  here  classified  by  tbe 
Bureau  Veritas? 
Mr.  Eeed.  No  ;  none  of  them.    That  is  the  French  Lloy-d's. 
The  Chairman.  Yes.    Has  the  Fleet  Corporation  paid  any  in- 
surance premiums  upon  hulls  while  in  the  course  of  construction  ? 

Mr.  Reed.  We  pav  for  them  on  cost-plus  vessels :  yes,  but  not  to 
outside  concerns.  We  carry  our  own  insurance.  We  have  our  own 
insurance  fund,  and  it  is  the  one  very  profitable  department  of  our 
work.    We  have  made  a  great  deal  of  money  on  our  insurance. 

The  Chairman.  You  pay  the  same  amount  that  you  pay  to  an 
outside  concern? 

Mr.  Reed.  Yes. 

The  Chairman.  You  turn  this  into  the  insurance  fund? 

Mr.  Reed.  Yes. 

The  Chairman.  Have  you  have  any  losses  charged  against  it? 

Mr.  Reed.  A  few  very  slight  ones.  I  suppose  our  losses  are  not 
over  $20,000  to  date. 

The  Chairman.  Was  this  wood  ship  that  was  lost  at  sea — ^was 
that 

Mr.  Reeed.  No,  sir;  we  only  insured  it  up  to  the  time — they  are 
accepted  as  a  builder's  risk  policy. 

The  Chairman.  Oh,  yes. 

Mr.  Reed.  But  it  ceases  at  the  time  the  boat  is  accepted. 

The  Chairman.  Have  you  insured  any  building  or  ways  or  otiier 
property  for  use  by  the  ship-construction  compames? 

Mr.  Reed.  Those  are  all  insured  in  our  fund. 

The  Cn.viRivrAX.  All  the  ways  under  all  the  contracts? 

'  Mr.  Reed.  No.  All  the  property  of  the  Emergency  Fleet  Corpora- 
tion is  insured  in  our  fund.  We  stand  ready  to  carry  the  insurance 
if  the  contractor  wants  us  to,  but  in  actual  practice  they  do  not  come 
to  us  to  carry  the  insurance  on  their  own  property. 

The  Chairman.  The  contract  requires  them  to  carry  insurance  on 
the  hull  during  the  process  of  construction  ? 

Mr.  Reed.  Yes;  and  I  would  say  that  that  insurance  must  be 
approved  by  us,  and  we  do  not  approve  it  unless  it  is  carried  in  our 
fund.  So  we  carry  it  all  in  our  fund.  That  is  the  way  we  force 
them  to  carry  it  in  our  fund,  because  the  contract  stipulates  that  the 
insurance  must  be  placed  subject  to  our  approval. 

The  Chairman.  They  insure  it  with  you? 

Mr.  Reed.  They  insure  it  with  us. 

The  Chairman.  And  pay  the  premiums  to  you? 

Mr.  Reed.  And  pay  the  premiums  to  me. 

The  Chairman.  So  that,  in  effect,  while  you  have  a  contract  with 
the  builder  for  a  ship,  you  conduct  as  a  separate  organization  an 
insurance  company? 

Mr.  Reed.  That  is  correct. 

The  Chairman.  And  require  them  to  take  out  a  policy  in  that 
company  ? 

Mr.  Reed.  That  is  correct;  yes,  sir. 

The  Chairman.  Do  you  carry  any  insurance  on  the  housing  propo- 
sition at  Clyde  ? 

Mr.  Reed.  Yes. 

The  Chairman.  That  is  carried  in  your  fimd? 

Mr.  Reed.  Yes. 
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The  Chairman.  Who  pavs  the  premium  for  that? 

Mr.  Reed.  The  Clyde  Co"! 

The  Chairman.  The  Clyde  Co.  ? 

Mr.  Seed.  The  Clyde  Co. ;  yes. 

The  Chairman.  Is  there  anv  other  insurance  carried  on  that  that 
you  know  of? 

Mr.  Reed.  No,  sir. 

The  Chairman.  Do  you  carry  insurance  also  upon  materials  pur- 
chased ? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  After  it  has  been  delivered  to  the  contractor? 

Mr.  Reed.  If  it  is  our  property,  yes,  sir;  but  vessel's  material,  as 
most  of  it  is,  is  assigned  to  vessds,  and  it  comes  under  the  builder's 
risk  policy. 

The  Chairman.  Yes ;  but  suppose  it  is  not  assigned  to  a  vessel. 
Take,  for  instance,  the  material  purchased  for  the  Liberty  site. 

Mr.  Reed.  The  Liberty  plant  is  can-ied  as  a  separate  insurance  in 
our  insurance  fund.  We  insured  that  in  our  fund  from  the  start. 
The  value  increased  each  month,  and  it  is  still  carried  in  our  fund. 

The  Chairman.  I  think  that  is  all  for  the  present,  Mr.  Reed. 
Perhaps  when  you  have  furnished  that  information  there  may  be 
one  or  two  other  <]^uestions. 

Mr.  Reed.  All  right,  sir. 

The  Chairman.  Is  this  the  copy  of  that  contract? 

Mr.  Reed.  That  is  a  copy,  but  I  am  going  to  get  you  another  copy. 

The  Chairman.  All  right. 

Mr.  Keuc^et.  Do  the  general  operations  of  the  Shipping  Board 
here  require  heavy*  bank  deposits  ? 

Mr.  Keed.  No,  sir. 

Mr.  Kelley.  In  the  local  banks? 

Mr.  Reed.  No,  sir;  our  deposit  is  in  the  Subtreasury  right  here.      ^ 

Mr.  Kelley.  Your  checks  are  Government  checks? 

Mr.  Reed.  Our  checks  are  Government  checks,  directly  on  the  Sub- 
treasury.  We  have  a  few  such  impressed  funds  as  these  Pacific  coast, 
which  you  were  asking  about.  Tliey  are  a  revolving  fund,  and  they 
are  maintained  at  the  same  figure. 

Mr.  Kelley.  When  you  check  out  an  impressed  fund  you  check 
it  out  in  the  name  of  the  corporation,  do  you  ? 

Mr.  Reed.  No  ;  we  hold  title  to  all  of  those  impressed  funds. 

Mr.  Kelley.  They  are  in  your  name  in  bank  ? 

Mr.  Reed.  They  are  in  our  name.  They  are  our  property,  and  the 
title  to  the  fund  generally  has  both  our  name  and  the  name  of  the 
contractor.  That  is  the  title  of  the  account,  but  the  ownership  is 
vested  in  the  Fleet  Corporation. 

Mr.  Kelm:y.  Are  there  any  other  sources  of  funds  which  you  ac- " 
count  for,  except  the  accounts  of  the  various  manufacturing  cor- 
porations and  sales?    Are  there  any  other  classes  of  accounts? 

Mr.  Reed.  No  ;  there  are  no  others. 

Mr.  Kelley.  Repairs  of  vessels  after  the  trial  trip,  if  any  are 
needed,  and  before  being  turned  over  to  the  operating  division,  are 
borne  by  the  construction  division,  I  suppose? 

Mr.  Keed.  Yes,  sir. 

Mr.  Kelley.  Are  there  very  many  such  as  that? 
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Mr.  Reed.  No,  sir.  Practically  all  of  those  are  chargeable  to  the 
contractor.  If  there  are  any  such,  they  would  be  in  most  of  the  cases 
chargeable  to  the  contractor. 

Mr.  E[bllbt.  Was  there  great  delay  in  adjusting  the  extras  on  your 
wood-ship  contracts? 

Mr.  RfiBD.  Yes. 

Mr.  KsLiiET.  To  what  was  that  due? 

Mr.  Reed.  Due  to  the  many  changes  that  were  made  and  the  inex- 
perience of  the  shipbuilders  in  preparing  their  estimates. 

Mr.  Kelley.  Was  the  delay  in  making  the  payment  so  pronounced 
as  to  lead  *^o  agreat  deal  of  financial  embarrassment  ? 

Mr.  Reed.  To  whom? 

Mr.  Keluby.  To  the  wood  contractor. 

Mr.  Reed.  No;  because  if  any  contractor  got  in  a  position  where 
he  needed  money  that  was  coming  to  him,  and  he  was  not  able  to  show 
exactly  what  it  was,  we  always  advanced  him  a  substantial  amount  on 
account  of  it  and  wait  for  a  bill  to  come  in  and  then  settle  exactly. 
All  he  had  to  do  was  to  come  and  ask  for  it,  and  show  that  it  was  due 
him,  and  he  would  get  an  amount,  something  like  $50,000  or  $100,000 
or  $200,000.  All  we  had  to  be  assured  was  that  there  was  that  much 
coming  to  him. 

The  Chairman.  Just  one  or  two  questions  about  that  Clyde  proj- 
ect that  have  occurred  to  me,  Mr.  Reed. 

Mr.  Reed.  Yes. 

The  Chairman.  Do  you  recall  whether,  under  the  original  agree- 
ment for  the  construction  of  that  housing  project,  including  the  hotel, 
there  were  provisions  there  for  the  payment  of  commissions  to  cer- 
tain parties  on  purchases? 

Mr.  Reed.  No.  If  there  are,  there  was  nothing  in  the  contract 
to  that  effect. 

The  Chairman.  Do  you  remember  whether  or  not  the  firm  of  Bos 
&  O'Brien  were  connected  with  that  work  in  any  way? 

Mr.  Reed.  Yes;  Bos  &  O'Brien  had  some  kind  of  a  subcontract 
there.    I  can  give  you  a  copy  of  that  contract. 

The  Chairman.  And  did  they  complete  their  obligation  under  the 
contract? 

Mr.  Reed.  Yes ;  they  completed  it  satisfactorily. 

The  Chairman.  Do  you  know  whether  they  received  any  pay- 
ment by  way  of  commission? 

Mr.  Keed.  No  ;  their  payment  would  be  in  accordance  with  the  con- 
tract.  I  do  not  know  of  any  commission. 

The  Chairman.  Do  you  know  whether  or  not,  after  the  Fleet  Cor- 
poration undertook  the  supervision  of  that,  they  entered  into  a  new 
contract  which  supplemented  some  agreement  or  understanding 
whereby  they  were  to  receive  a  commission  upon  purchases  of  mate- 
rial— plumbinpr  supplies,  I  think? 

Mr.  Reed.  No  ;  there  was  none  that  I  am  cognizant  of ;  no,  sir. 

The  Chairman.  Well,  could  you  have  made  a  copy  of  that  con- 
tract? 

Mr.  Reed.  The  one  with  Bos  &  O'Brien  ? 

The  Chairman.  That  is  a  subcontract,  you  think? 

Mr.  Reed.  Yes;  there  is  a  Bos  &  O'Brien  contract,  I  recall. 

The  Chairman.  Was  the  sewage  system  there  a  part  of  the  original 
installation  of  that  housing  project? 
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Mr.  Reed.  Yes,  sir. 

The  Chaismak.  And  the  lighting  system  ? 

Mr.  Reed.  Yes,  sir.  That  portion  of  the  work  was  what  was  called 
development,  and  the  Clyde  Co.  paid  for  that.  It  was,  however,  in- 
cluded in  the  $900,000  estimate  of  cost,  $900,000  of  which  we  spent 
and  $300,000  that  they  spent. 

Mr.  Kellet.  Do  you  know  of  any  attorneys  or  others  who  held 
themselves  out  as  being  able  to  obtain  contracts  for  shipbuilders,  and 
^who  have  sort  of  entered  into  the  business  of  going  to  Philadelphia 
f  of  that  purpose  ? 

Mr.  Reed.  No  ;  I  think  there  was  very  little  of  that  in  this  district, 
Mr.  Kelley. 

Mr.  Keljley.  You  do  not  know  of  any  personally  ?  , 

Mr.  Reed.  I  do  not  know  of  any  cases ;  no.  I  do  not  know  of  any 
case  where  the  contractor  himself  did  not  go  on  and  get  his  own 
contract. 

Mr.  Kelley.  And  in  your  official  capacity  you  have  never  discov- 
ered any  place  where  you  were  satisfied  that  the  contract  had  been 
negotiated  by  a  brokerage  firm  or  some  general  agency  ? 

Mr.  Reed.  No. 

Mr.  Kelley.  Or  anything  of  that  sort? 

Mr.  Reed.  No;  and  I  would  be  apt  to  know  it,  too,  if  there  had. 

Mr.  Kelley.  Yes;  I  think  you  would. 

Mr.  Reed.  Yes. 

Mr.  Kelley.  Of  course,  the  Shipping  Board  never  made  any  con- 
tracts with  people  who  were  not  expected  to  build  ships  ? 

Mr.  Reed.  No  ;  no  one.  The  contractors,  as  a  rule,  before  they  went 
on  to  negotiate  for  contracts,  would  come  in  and  talk  with  us  and  tell 
us  that  they  were  going  on  and  what  they  were  going  to  ask  for,  and 
then  we  were  able  to  more  intelligently  investigate  any  questions  that 
came  out  from  the  home  office,  and  they  realized  that,  so  that  they 
informed  us  very  completely  before  they  would  go  on  to  get  contracts. 

Mr.  Kelley.  Most  of  the  preliminary  investigations  would  be 
taken  up  here,  conducted  here,  and  then  they  would  go  on  down  there 
and  finish  up  the  transaction? 

Mr.  Reed.  Yes;  in  most  cases;  but  not  in  all  cases,  but  usually.  ^ 

Mr.  Kelley.  Were  there  some  contractors  who  were  quite  persist- 
ent in  going  over  your  heads  here  and  making  arrangements  with  the 
home  office? 

Mr.  Reed.  There  were  a  few  contracts  let  in  the  home  office  that 
we  knew  nothing  about  until  they  appeared  all  signed  up. 

Mr.  Kelley.  Do  you  have  any  ot  those  in  mind? 

Mr.  Reed.  The  San  Francisco  Shipbuilding  Co. ;  the  Benicia  Ship- 
building Co.  on  their  first  contract ;  and,  to  a  considerable  extent,  the 
Pacific  Coast  Shipbuilding  Co.,  although  we  knew  that  they  were 
treating  on  that  one  and  most  of  the  Bethlehem  contracts.  There 
really  was  not  any  cause  for  them  to  discuss  it  much  with  us.  They 
had  a  plant,  and  there  was  very  little  cause  for  them  to  discuss  it 
with  us.  I  am  sure  the  district  manager  would  always  be  asked  by 
the  home  office  if  the  concern  had  the  facilities  to  build  ships  within 
the  time  they  promised  to. 

Mr.  Kelley.  Of  course,  the  Bethlehem  concern  was  better  known 
down  there  than  anywhere  else,  probably. 

Mr.  Reed.  Oh,  yes ;  surely. 
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The  Chairman.  Has  the  division  of  construction  of  either  branch  ] 
paid  any  towing  charges? 

Mr.  Keed.  Yes,  sir. 

The  Chairman.  What  would  they  be  for  ? 

Mr.  K££D.  We  towed  wood  hulls  from  Coos  Bay  down  here  to  have 
the  machinery  installed  in  them. 

The  Chairman,  Will  you  furnish  us  a  list  of  the  towing  bills! 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  That  the  construction  division  has  paid  in  this 
district. 

Mr.  Reed.  Yes. 

The  Chairman.  How  would  you  select  the  concerns  to  do  that  tow- 
inff  ?    Was  that  by  blanket  contract,  or  was  it  as  the  need  arose? 

Mr.  Reed.  I  do  not  know  how  they  were  selected.  This  would 
come  to  me  in  the  form  of  a  purchase  order,  as  a  rule. 

The  Chairman.  Approved  by  the  district  manager? 

Mr.  Reed.  Or  his  representative;  yes. 

The  Chairman.  There  are  no  other  towing  charges  that  you  know 
of,  except  towing  to  the  installation  plant  ? 

Mr.  Reed.  No  ;  I  think  that  was  all. 

The  Chairman.  Do  you  know  of  any  instance  where  wood  ships 
started  out  on  their  trial  trip  prior  to  their  transfer  to  the  division  of 
operations,  and  developed  detects  in  machinery  which  required  tow- 
ing, and  had  to  be  paid  for  by  the  construction  division  ? 

Mr.  Reed.  No;  but  if  that  developed,  in  all  probability,  that 
would  be  paid  by  the  contractor,  because  the  boat  was  not  yet  de- 
livered. 

The  Chairman.  Did  you  have  a  trial  crew  here  in  this  district  for 
these  trial  trips,  do  you  know? 

Mr.  Reed.  We  have  now.  During  the  earlier  program  there  was 
no  regular  crew.  Early  in  the  game  the  district  manager  used 
to  go  himself.  Of  course,  as  the  work  increased,  he  would  send  some 
one  to  represent  him. 

Mr.  Kelijjjy.  The  contracts  at  T^s  Angeles  and  San  Diego,  were 
they  negotiated  through  this  office  or  direct  with  the  home  office? 

Mr.  Reed.  The  contracts  in  Los  Angeles  were — well,  all  contracts 
were  negotiated  directly  in  the  home  office,  but  while  the  contractors 
were  there  negotiating,  the  home  office  would  wire  us  for  certain 
specific  information  and  verification  of  the  statements  made  by  the 
contractors,  such  as,  Will  it  bo  possible  for  such  a  contractor  to  dc- 
liever  five  ships  before  such  a  date  ? 

Mr.  Kelley.  Yes. 

Mr.  Reed.  And  has  such  a  contractor  a  competent  force,  or  has 
such  a  contractor  such  and  such  a  financial  stanaing? 

Mr.  Kelley.  In  the  case  of  the  shipbuilding  yards  at  Los 
Angeles  and  San  Diego,  did  they  take  the  matter  up  of  getting  con- 
tracts with  you  first  ? 

Mr.  Reed.  Well,  on  the  original  contract  with  the  Los  Angeles 
Construction  &  Dry  Dock  Co.,  they  did  not,  because  there  was  no 
office  here.  That  was  contract  number  four,  and  it  was  signed  before 
the  office  here  was  opened  up.  That  contract  was  signed  on  May  l^. 
1917,  and  this  office  was  not  opened  up  until  May  25  or  26. 
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Mr.  Kelley.  And  the  other  contracts  at  Los  Angeles  were 
negotiated  in  the  regular  way  through  this  office  first,  ana  then  ulti- 
mately, of  course,  in  the  home  office  s 

Mr.  Reed.  Yes,  sir. 

Mr.  Kelley.  But  the  one  at  San  Diego  was  taken  up  down  there, 
and  you  did  not  know  anything  about  it  until  it  was  consummated? 

Mr.  Reed.  No,  sir. 

Air.  Kelley.  Did  this  office  control  at  first  the  entire  production  oii 
this  coast? 

Mr.  Reed.  Yes,  sir;  for  a  short  time. 

Mr.  Kelley.  Who  appointed  Mr.  Wentworth? 

Mr.  Reed.  I  do  not  know,  but  it  was  not  this  office. 

Mr.  Kelley.  He  went  in  after  the  division  had  been  made  ? 

Mr.  Reed.  Yes,  sir. 

Mr.  Kelley.  Do  you  know  who  appointed  Mr.  Blain? 

Mr.  Reed.  Capt.  Pillsbury  was  the  most  instrumental  one  in  that. 

Mr.  Kelley.  He  was  appointed,  you  think,  largely  on  the  recom- 
mendation of  Capt.  Pillsbury? 

Mr.  Reed.  Yes;  or  by  Capt.  Pillsbury,  I  believe,  as  his  assistant. 

Mr.  Kelley.  Direct? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  I  do  not  think  we  asked  you  this,  Mr.  Reed :  Were 
you  with  a  shipbuilding  firm  before  you  came  out  here  to  the  Fleet 
Corporation? 

Mr.  Reed.  No,  sir;  I  was  with  the  National  City  Bank. 

The  Chairman,  x  ou  probabljr  do  not  know  what  Capt.  Blain's 
experience  was  prior  to  his  appointment? 

Mr.  Reed.  I  do  not  know;  no.  But  Capt.  Pillsbury  will  know  in 
detail.    He  has  known  him  all  his  life,  I  think,  very  well. 

Mr.  Kelley.  Do  you  know  whether  or  not  during  the  time  that 
Capt.  Blain  was  unaer  this  office  any  reports  adverse  to  his  manage- 
ment of  the  work  came  to  you  here? 

Mr.  Reed.  No  ;  I  am  very  sure  there  were  none. 

The  Chairman.  Is  there  a  Mr.  Fleming  attached  to  your  office 
here  ? 

Mr.  Reed.  No';  Mr.  Fleming  is  the  district  comptroller  in  Port- 
land. He  was  originally  in  Seattle  as  assistant  district  auditor,  and 
later  as  district  auditor,  and  then  district  comptroller  in  Portland. 

Mr.  Kelley.  Where  is  he  now? 

Mr.  Reed.  He  is  in  Portland  now. 

Mr.  Kelley.  He  is  in  Portland  to-day  ? 

Mr.  Reed.  Yes. 

Mr.  Kelley.  Did  he  come  here  from  the  home  office  ? 

Mr.  Reed.  No. 

Mr.  Kelley.  He  is  a  western  man? 

Mr.  Reed.  He  is  a  western  man,  or  a  Canadian ;  yes. 

Mr.  Kelley.  Where  did  Mr.  Yoakum  come  from  here  ? 

Mr.  Reed.  Mr.  Yoakum  came  from  the  home  office. 

Mr.  Kelley.  What  position  did  he  hold  there? 

Mr.  Reed.  I  do  not  know,  but  something  of  a  similar  line  to  that 
which  he  was  assigned  to  here,  namely,  in  charge  of  sales  and 
salvage. 
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Mr.  Kellet.  How  old  a  man  is  he? 

Mr.  Bbed.  Mr.  Yoakum?   • 

Mr.  Kelley.  Yes. 

Mr.  Reed.  I  do  not  know,  but  I  should  say  that  he  was  around  40 
years  old. 

Mr.  Kelley.  What  salary  does  he  receive? 

Mr.  Reed.  I  don't  know. 

Mr.  Kelley.  Those  are  all  paid  direct  from  the  home  office? 

Mr.  Reed.  His  salary  is  paid  direct  from  the  home  office  or  from 
the  Oregon  district  office. 

Mr.  Kelley.  You  said  his  headquarters  are  in  Portland! 

Mr.  Reed.  Yes. 

Mr.  Kelley.  He  has  headquarters  of  his  own  ? 

Mr.  Reed.  Yes;  that  is  it. 

Mr.  Kelley.  Does  he  have  exclusive  charge  of  the  sales  in  this 
district? 

Mr.  Reed.  Yes,  sir. 

Mr.  Kelley.  And  can  sell  at  public  or  private,  as  he  sees  fit,  or  sell 
at  auction,  or  under  bids,  or  at  private  sale  if  he  sees  fit? 

Mr.  Reed.  Yes,  sir ;  up  to  $5,000,  upon  to  an  article  that  cost  $5,000. 
Anything  that  cost  over  $5,000  he  gets  permission  from  the  East. 

Mr.  Hadley.  His  jurisdiction  is  throughout  the  Pacific  coast  dis- 
trict<5,  all  of  them,  is  it  not  ? 

Mr.  Reed.  Yes ;  all  three  districts. 

Mr.  Hadley.  Does  he  have  any  subordinates  in  the  other  outlying 
districts? 

Mr.  Reed.  He  has  subordinates  here,  and  he  has  subordinates  in 
Seattle;  yes,  sir. 

Mr.  Hadley.  Do  they  report  to  him  upon  inquiries  and  proposed 
sales? 

Mr.  Reed.  Yes,  sir. 

Mr.  Hadley.  Before  there  is  any  action  taken  it  passes  in  review 
before  him,  does  it? 

Mr.  Reed.  Yes,  sir. 

Mr.  Hadley.  That  is  all. 

The  Chairman.  I  think  that  is  all  for  the  present,  Mr.  Reed. 

STATEMENT  OF  MR.  OEOROE  S.  OABBETT,  CHIEF  CLEBE  PAdHC 
COAST  DISTBICT,  EMEROEHCT  FLEET  COBFOBATION,  SAH 
FRANCISCO,  CAUF. 

The  Chairman.  Will  you  give  your  name  to  the  stenographer,  Mr. 
Garrett? 

Mr.  Garrett.  George  S.  Garrett. 

The  Chairman.  Where  do  you  reside,  Mr.  Garrett  ? 

Mr.  Garrett.  I  live  here  in  San  Francisco. 

The  Chairman.  What  is  your  address? 

Mr.  Garrett.  Hotel  Rochampton,  Golden  Gate,  and  Larkin. 

The  Chairman.  What  official  position  do  you  hold  with  the  Emer- 
gency Fleet  Corporation  in  this  district? 

Mr.  Garrett.  Chief  clerk  is  the  official  title,  for  the  Pacific  coast 
district. 

The  Chairman.  Are  you  familiar  with  the  work  of  the  Division 
of  Operations  in  this  district? 
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Mr.  Garrett.  Fairly  familiar  with  it  from  an  accounting  point 
of  view,  as  I  get  it  from  the  accounts,  of  course. 

The  Chairman.  You  have  charge  of  the.  accounts  ? 

Mr.  Garrett.  Yes. 

The  Chairman.  Where  does  the  Division  of  Operations  take  juris- 
diction over  a  vessel  that  has  been  constructed  for  the  Fleet  Corpo- 
ration ? 

Mr.  Garrett.  We  first  come  in  contact  with  it,  from  an  accounting 
point  of  view,  when  she  is  turned  over  to  some  manager  or  operator 
xrom  the  assignment  department,  and  as  accountants  that  is  the 
first  knowledge  we  have  of  the  boat  at  all. 

The  Chairman.  Do  you  operate  any  boats  yourself  as  an  agency 
of  the  Fleet  Corporation? 

Mr.  Garrett.  We  do.  .There  are  some  of  the  boats  that  we  do 
operate.  I  recall  one  now.  That  is  the  Tjikenbang,  that  we  have 
handled  ourselves,  doing  the  disbursing  for  her,  just  as  an  operator 
would  disburse  for  her,  and  handling  her  as  manager. 

The  Chairman.  What  conmierce  has  she  been  engaged  in  ? 

Mr.  Garrett.  I  think  she  has  been  engaged  in  the  oriental  trade, 
but  I  think  she  went  to  Manila,  and  from  Manila  to  Hongkong; 
but  I  would  have  to  refer  to  our  records  downstairs  to  set  you 
straight  on  that. 

The  Chairman.  Does  your  division  pay  towage  charges? 

Mr.  Garrett.  As  a  rule  we  pay  the  towage  charges,  under  certain 
conditions,  of  course,  through  the  operator  who  is  handling  the  boat; 
that  is  to  say,  he  is  responsible  for — ^the  manager  is  responsible  for 
the  husbanding  of  the  ship,  and  the  operator  under  the  agreement 
is  responsible  for  such  agency  under  the  husbanding  as  is  common  to 
ordinary  shipping  practice.  We  would  pass  it  through  in  our  audit 
for  payment  back  to  the  operator  if  it  is  a  proper  charge. 

The  Chairman.  Who  would  negotiate  the  towing? 

Mr.  Garrett.  The  towage  is  usually  engaged  at  the  suggestion  of 
the  master  if  it  happens  to  be  a  case  of  urgent  need;  or  if  there  is 
plenty  of  time,  most  of  these  companies  have — ^well,  as  in  the  case 
of  the  Pacific  Steamship  Co.,  thfey  have  their  own  stevedoring  and 
towage  outfits;  and  the  Pacific  Steamship  Co.,  very  likely,  if  towage 
was  necessary,  would  simply  call  on  their  own  company  to  do  that 
work. 

The  Chairman.  Have  you  paid  any  charges  for  towage  of  vessels 
which  have  had  trouble  at  sea? 

Mr.  Garrett.  I  do  not  happen  to  have  that  information  in  mind 
just  now.  The  auditor  of  disbursements  would  be  able  to  give  you 
detailed  information  on  that.  I  think  it  very  likely  we  have,  how- 
ever.   I  am  not  certain  about  that. 

The  Chairman.  This  Division  of  Operations  has  jurisdiction  over 
the  entire  Pacific  coast,  has  it  not? 

Mr.  Garrett.  Yes,  sir;  they  have. 

The  Chaipman.  Do  you  recall,  Mr.  Garrett,  any  instances  where 
ships  have  been  delivered  and  turned  over  to  the  operator  or  were 
being  operated  by  the  Fleet  Corporation  where  defects  arose  in  the 
machinery  or  in  the  hull,  and  the  vessel  was  required  to  be  provided 
with  towage  to  get  to  port? 

Mr.  Garrett.  No;  I  do  not.  I  do  not  recall  any  specific  instance. 
Of  course,  you  gentlemen  understand  that  we  have  had  considerable 
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trouble  with  boats  built  by  the  Grays  Harbor  Motorship  Corpora- 
tion. I  think  an  investigation  of  our  correspondence  mes  in  con- 
nection with  boats  constructed  by  them  would  turn  up  some  such 
question  in  that  case.    In  fact,  I  can  get  it  for  you  without  trouble. 

The  Chairman.  Will  you  let  us  have  a  statement  of  those? 

Mr.  Garrett.  I  will  try  to  file  that. 

The  Chairman.  You  will  give  us  a  list? 

Mr.  Garrett.  Yes.  sir ;  I  will  do  that. 

The  Chairman.  Also  what  expenses  were  incurred  for  towage 
charges  and  other  charges. 

Mr.  Garrett.  Yes. 
^  The  Chairman.  Do  you  purchase  fuel  for  any  of  these  ships? 

Mr.  Garrett.  No  ;  unless  we  operate  them.  The  fuel  is  billed  to 
us  by  the  operator. 

The  Chairman.  And  he  is  reimbursed? 

Mr.  Garrett.  He  is  reimbursed  for  that;  yes. 

The  Chairman.  Do  you  specify  from  whom  the  fuel  should  be 
purchaser,  or  the  quality  of  the  fuel? 

Mr.  Gabrett.  We  have  a  general  order — I  have  forgotten  the 
number  of  it ;  No.  7, 1  think  it  is — which  is  supposed  to  rally  cover 
that.  It  is  addressed  to  managers  and  operators,  and  gives  them 
very  specific  instructions  as  to  what  course  they  shall  use  and  as  to 
what  temperatures  they  shall  calculate  and  the  measure  of  the  oil, 
and  we  try,  as  nearly  as  we  can  in  our  accounting  department,  to 
check  them  up  on  that. 

The  Chairman.  That  general  order  is  issued  by  the  home  office? 

Mr.  Garrett.  That  general  order  is  issued  by  the  home  office ;  yes, 
sir.    That  is  issued  by  Mr.  Rosseter. 

The  Chairman.  Now,  if  I  understand  you,  ordinarily,  where  tow- 
age is  necessary,  the  Fleet  Corporation,  the  Division  oi  Operations 
here,  does  not  specify  what  company  shall  be  emploved? 

Mr.  Garrett.  As  near  as  I  can  answer  that;  yes;  I  should  say  we 
never  do.  Of  course,  I  believe,  perhaps,  Mr.  Ebey  or  M.  Kincaid 
would  probably  know  more  about  that  than  I  do.  They  are  handling 
the  vessels,  you  see.    We  are  simply  accounting  for  them. 

The  Chairman.  Now,  in  the  statement  which  you  are  to  give  us 
with  reference  to  vessels  which  have  required  towage,  such  as  in 
the  case  of  the  Grays  Harbor  Motorship  Corporation  boats,  will 
ou  also  give  us  a  statement  of  the  total  amounts  paid  for  towage 
y  the  Division  of  Operations,  the  names  of  the  vessels,  and  the  par- 
ties to  whom  paid? 

Mr.  Garrett.  The  total  amount  of  the  towage  and  the  parties  to 
whom  it  has  been  paid  ? 

The  Chairman.  And  the  names  of  the  vessels. 

Mr.  Garrett.  Yes ;  and  the  names  of  the  vessels. 

The  Chairman.  I  think  that  is  all.  Mr.  Kelley,  have  you  some 
questions  ? 

Mr.  Kellet.  I  think  not. 

The  Chairman.  Mr.  Hadley  ? 

Mr.  Hadlbt.  None. 

The  Chairman.  Well,  if  you  will  get  that  information,  perhaps 
when  you  furnish  it  we  may  have  some  further  questions. 
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Mr.  Garrett.  All  right.  I  will  put  a  clerk  on  it  right  away.  I 
ma^  not  be  able  to  get  this  up  this  afternoon.  How  late  will  you 
be  in  session? 

The  Chairman.  Probably  until  6  o'clock,  but  if  you  can  not  have 
it  by  then,  in  the  morning  will  do. 

Mr.  Gasrbtt.  All  right. 

STATEMENT  OF  HE.  C.  0.  TOAETJM,  BISTSICT  SITPPLT  AND  SALES 
MANAOEE,  PACIFIC  COAST  DISTEICT,  EMEBOENCT  FLEET  COR- 
PORATION, SAN  FRANCISCO,  CALIF. 

The  Chairman.  What  is  your  namef 

Mr.  Yoakum.  C.  O.  Yoakum. 

The  Chathman.  Where  do  you  reside? 

Mr.  Yoakum.  In  Portland. 

The  Chairman.  What  position  do  you  hold  in  the  Emergency 
Fleet  Corporation? 

Mr.  Yoakum.  District  supply  and  sales  manager  of  the  western 
district. 

The  Chairman.  That  is,  for  the  entire  Pacific  coast? 

Mr.  Yoakum.  The  Pacific  coast ;  yeSj  sir. 

The  Chairman.  What  does  your  jurisdiction  comprise? 

Mr.  Yoakum.  It  involves  the  purchasing  of  any  additional  sup- 
plies necessary  and  the  disposition  of  the  so-called  surplus  due  to 
cancellations.  That  includes  housing  and  all  the  other  Inntlliiigs 
that  have  to  do  with  that  disposition,  including  also  a  portion  of  the 
adjustment  work  of  two  classes — ^the  commitments  of  shipbuilders 
who  were  affected  by  the  cancellations,  of  ship  contracts,  and  the  ad- 
justment of  canceied  K.  F.  C  contracts  with  Pacific  coast  vendoi's 
and  manufacturers  generally. 

The  Chairm.an.  Do  you  have  the  selection  of  the  concentration 
plant? 

Mr.  Yoakum.  In  a  measure,  yes;  of  course,  subject  to  the  approval 
of  the  Philadelphia  office,  the  control  office. 

The  Chairman.  Did  you  selectthe  plant  at  Tacoma? 

Mr.  Yoakum.  Yes,  sir. 

The  Chairman.  Did  you  visit  that  yourself  personally  ? 

Mr.  Yoakum.  Yes,  sir ;  on  several  occasions. 

The  Chairman.  Do  you  have  jurisdiction  of  the  material  after  it 
arrives  there? 

Mr.  Yoakum.  Yes,  sir. 

The  Chairman.  Have  you  seen  that  recently? 

Mr.  Yoakum.  Yes,  sir;  within  the  last  two  weeks. 
'    The  Chairman.  Is  it  proposed  to  shelter  any  of  that  material  that 
is  stored  there? 

Mr.  Yoakum.  Yes;  the  main  engines  particularly  and  the  boilers 
will  be  covered  with  a  shed  temporarily,  simply  as  a  protection 
against  the  main  elements.  It  will  not  be  closed  in,  but  it  will 
simply  be  a  general  protection,  but  we  will  depend  largely  upon  the 
white  leading  and  greasing  of  those  engines  and  boilers  for  the  pro- 
tection of  the  exposed  parts. 

The  Chairman.  Do  you  have  an  appraisal  made  of  the  material 
as  you  have  it  at  these  places? 


864  SHIPPING  BOARD  OPEBATIOHS. 

,  M.  YO.K.H.  No;  ^  .pprais.,  Us  no.  ,..  W  M«..  ThM  b 
in  progress  now.  That  is,  the  max^hinery  is  being  set  up  for  that 
appraisal.  Some  of  those  appraisals,  after  our  organization  and  set 
up  is  completed,  will  be  done  before  moving;  others  after.  Probably 
the  latter  will  be  the  general  practice. 

The  Chairman.  Did  you  also  select  the  site  at  Portland,  the  Grant 
Smith-Porter  plant? 

Mr.  Yoakum.  No;  that  was  decided  upon  before  I  took  charge  of 
this  work. 

The  Chairman.  Who  preceded  you  in  charge  of  this  division  ? 

Mr.  Yoakum.  Well,  1  was  appointed  when  this  division  was 
created,  but  this  work  was  handled  through  the  old  supply  organi- 
zation, and  that  location  was  designated  by  them. 

The  Chairman.  Who  was  in  charge  of  that  old  organization  ? 

Mr.  Yoakum.  The  representative  that  I  have  particularly  in  mind 
as  having  selected  that  was  Mr.  Bimey,  in  the  Philadelphia  office. 

The  Chairman.  Were  you  connected  with  the  Fleet  Corporation 
before  you  took  charge  of  this  division  ? 

Mr.  I  OAKUM.  Yes. 

The  Chairman.  In  what  capacity? 

Mr.  Yoakum.  With  the  cancellation  and  adjustment  work  on  the 
ship  contracts,  and  previous  to  that  in  the  construction  division  at 
the  home  office,  and  field  work. 

The  Chairman.  The  cancellation  division  of  the  home  office  ? 

Mr.  Yoakum.  Yes,  sir. 

The  Chairman.  Is  there  to  be  a  concentration  plant  in  this 
vicinity  ? 

Mr.  1  OAKUM.  There  is  one  already  established. 

The  Chairman.  In  San  Francisco  ? 

Mr.  Yoakum.  Oh  the  Frisco  Bay,  in  Alameda. 

The  Chairman.  The  Liberty  site? 

Mr.  Yoakum.  The  so-called  Liberty  site. 

The  Chairman.  Did  vou  select  that? 

Mr.  Yoakum.  I  was  instrumental.  I  Was  a  part  of  those,  one  of 
those  who  decided  it.  It  was  the  consensus  of  several  of  us.  Capt 
Pillsbury  had  originally  recommended  that  as  a  desirable  location 
for  this  work. 

The  Chairman.  You  have  an  auditor  in  your  division,  too,  have 
you? 

Mr.  Yoakum.  No  ;  we  have  no  auditors  within  our  division.  All 
of  our  auditing  and  all  of  our  work  is  done  through  the  finance  divi- 
sion, which  includes  the  auditing  end. 

The  Chairman.  Well,  you  have  somebody  in  your  division  who 
keeps  accounts  of  the  sales  and  purchases  and  the  amount  of  money 
received  and  expended  ? 

Mr.  Yoakum.  Yes,  sir. 

The  Chairman.  Who  has  charge  of  those  accounts  ? 

Mr.  Yoakum.  We  do  not  call  them  the  accounts.  That  is  done  in 
our  respective  offices  by  various  ones.  The  sales  of  our  sales-section 
heads  and  branch  heads  are  controlled  through  the  section  in  Port- 
land, where  our  general  Pacific  coast  office  is  located,  the  home  oflfce 
for  the  Pacific  coast.  The  sales  then  are  recorded  through  the  local 
offices  in  Seattle,  San  Francisco,  and  Portland. 
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The  Chairman.  Have  you  sold  any  lumber? 

Mr.  Yoakum.  Yes ;  ship  lumber. 

The  Chairman.  Can  you  have  a  statement  prepared  for  the  com- 
mittee showing  sales  of  ship  lumber,  the  parties  to  whom  sold,  and 
the  amounts  received  ? 

Mr.  Yoakum.  I  will.    The  base  price,  you  mean? 

The  Chairman.  Yes. 

Mr.  Yoakum.  Yes,  sir. 

The  Chairman.  How  do  you  fix  the  price  at  which  you  sell  lumber? 

Mr.  Yoakum.  I  want  to  know  if  you  want  to  go  into  considerable 
detail  on  this  ship  lumber.     It  is  quite  a  story. 

The  Chairman.  Well,  I  will  ask  you  this  questicm:  Did  you  effect 
the  sale  of  some  5fiO0fiO0  feet  of  ship  lumber  to  Mr.  Magee? 

Mr.  Yoakum.  The  Fleet  Corporation  did  make  such  a  sale.  Indi- 
vidually, I  simply  approved  it,  as  head  of  the  division,  after  the 
negotiations  were  made. 

The  Chairman.  They  were  conducted  with  the  home  office? 

Mr.  Yoakum.  No,  sir;  they  were  conducted  through  what  was 
at  that  time  the  Fir  T^roduction  Board,  which  was  a  left-over  branch 
of  the  Fleet  Corporation,  that  furnished  the  ship  lumber.  When 
we  came  out  here  early  in  the  year,  we  continued  that,  to  maintain 
their  identity,  and,  due  to  their  knowledge  of  the  game,  to  help  us 
in  the  adjustment  of  canceled  contracts  with  the  mills,  of  wnich 
there  are  forty  odd — 48  perhaps. 

The  Chairman.  You  had  nothing  to  do  with  negotiating  the  sale 
of  this  lumber  to  Capt.  Magee,  except  to  approve  it  after  the  sale 
had  been  arranged  for? 

Mr.  Yoakum.  Well,  I  had  no  detailed  negotiations;  no.  I  did  sit 
in  on  one  of  the  last  conference,  when  the  sales  contract  was  redrafted 
for  the  last  time. 

The  Chairman.  Who  was  present  at  that  conference? 

Mr.  Yoakum.  Mr.  W.  J.  Haynen,  Mr.  Magee,  and  Mr.  Shortts. 

The  Chairman.  And  at  that  time  the  price  was  fixed,  was  it? 

Mr.  Yoakum.  No;  the  price  had  been  fixed  at  a  previous  confer- 
ence. We  only  developed  then  such  matters  as  the  bonds  and  other 
conditions  of  delivery. 

The  Chairman.  Who  fixed  the  price  of  that  sale,  Mr.  Yoakum? 

Mr.  Yoakum.  The  price  was  fixed,  I  think,  by  the  conference  be- 
tween Mr.  Haynen  and  Mr.  J.  S.  Hamilton  and  myself,  and  perhaps 
one  or  two  others,  but  I  am  not  sure  of  that,  in  the  Portland  office. 

The  Chairman.  Who  is  Mr.  Havnen? 

« 

Mr.  Yoakum.  Mr.  Haynen  at  this  time  is  in  the  wholesale  lumber 
business  in  Seattle. 

The  Chairman.  What  was  he  at  that  time? 

Mr.  YoAKiM.  He  was;  during  the  war  activities,  qf  the  Fleet  Cor- 
I>oration,  and  until  March  or  April  the  lumber  director  or  lumber 
.siijjervisor  for  the  limergency  Fleet  Corporation,  and  the  home  office, 
due  to  his  very  valuable  knowledge  of  lumber  conditions  generallv 
and  his  having  been  the  agency  for  placing  these  contracts,  securea 
his  services  for  assisting  in  the  adjustments  on  the  Pacific  coast  of 
^cancellations  for  the  sawmills. 

The  Chairman.  Who  was  Mr.  J.  S.  Hamilton? 
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Mr.  Yoakum.  Mr.  J.  S.  Hamilton  is  now  one  of  my  assistants  in 
Portland,  in  charge  of  what  we  term  our  sales  section,  and  was  Uu 
secretary  and  the  active  member  of  the  Fir  Production  Board  that 
handled  the  Emergency  Fleet  lumber  interests  on  the  coast  during 
the  war  activities. 

The  Chairman.  Now,  at  the  time  you  sold  this  lumber  to  Mr. 
Magee,  at  the  time  this  sale  was  made,  did  you  know  that  it  was 
to  be  sold  to  the  Grays  Harbor  Motorship  Corporation  ? 

Mr.  Yoakum.  No,  sir. 

The  Chairman.  Did  you  know  that  it  was  to  be  delivered  there! 

Mr.  Yoakum.  No,  sir. 

The  Chairman.  You  subsequently  learned  that  it  had  been  sent 
there  ? 

Mr.  Yoakum.  I  have  heard  so;  yes;  or  at  least  a  portion  of  it.  I 
do  not  know  to  what  extent. 

The  CHAmMAN.  Do  you  consider  the  price  of  $17.50  per  thousand 
feet,  board  measure,  an  advantageous  price  for  the  Fleet  Corporation 
to  receive  for  that  lumber  ? 

Mr.  Yoakum.  In  view  of  the  conditions  that  obtained  at  the  time 
of  the  sale,  it  was  an  entirely  satisfactory  price,  from  our  viewpoint, 
and  more  than  we  had  hoped  to  be  able  to  get. 

The  Chairman.  How  much  had  the  Fleet  Corporation  paid  for 
that  lumber  ?  How  much  had  it  cost  ?  What  did  it  represent  on  the 
books  of  the  corporation  ? 

Mr.  Yoakum.  On  the  unit  price,  you  mean  ? 

The  Chairman.  Yes. 

Mr.  Yoakum.  The  unit  price  per  thousand — ^the  average  price  per 
thousand  at  the  mills  was  $40,  which  made  it  $42  to  $43  at  the  ship- 
yard, including  freight. 

The  Chairman.  And  the  conditions  existing  at  that  time  were 
such  as  to  warrant  you  to  believe  that  $17.50  was  a  very  good  price 
to  you? 

Mr.  Yoakum.  Yes,  sir ;  and  I  should  like  to  state  one  or  two  of 
those  reasons. 

The  Chairman.  I  was  going  to  ask  you  to  state  the  reasons  and  the 
conditions  that  existed. 

Mr.  Yoakum.  At  the  time  of  the  cancellations  there  was  an  over- 
stock or  surplus,  as  a  result  of  the  ship  cancellations,  of  approxi- 
mately 23,000,000  feet  on  the  Pacific  coast,  largely  in  shipyards  and 
at  the  sawmills  of  Oregon  and  Washington.  Negotiations  for  the 
sale  of  this  timber,  which  is  of  other  than  commercial  dimensions, 
were  carried  on  during  a  depression  in  the  lumber  market  on  the 
coast — and  I  discriminate  there  between  the  timber  market  and  tlie 
market  for  ordinanr  yard  and  shed  stock,  which  is  quite  the  contrary, 
and  which  exceed  the  limits  of  the  stock-timber  cuttings.  It  is  useful 
in  manufacturing  processes.  We  undertook  through  various  chan- 
nels to  develop  an  mterest  in  the  purchase  of  this  timber,  which  was 
in  all  kinds  of  conditions,  due  to  the  fact  that  it  was  unloaded  hur- 
riedly and  with  the  expectation  that  it  would  be  used  hurriedly,  but 
the  armistice  and  the  cancellations  got  them  iii  rather  bad  shape  for 
storage.  Therefore  the  depreciation  during  the  late^  spring  and 
summer  was  great.  Our  efforts  to  develop  anything  like  an  inter- 
est were  of  no  avail.    We  accomplished  practically  nothing. 
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We  then  advertised.  They  conducted  a  campaign  of  three  weeks 
of  advertising  throughout  the  Pacific  Coast,  and  I  think  ads  were 
also  inserted  m  some  of  the  eastern  papers. 

The  replies  to  those  ads  brought  in  bids  of  from  $5.50  to,  in  one 
case,  for  a  flmall  amount,  somethmg  over  $11.  The  average  was  con- 
siderably under  $10.    They,(©f  course  were  rejected. 

Our  efforts  continued  for  another  30,  perhaps  60,  days  and  it  was 
then  decided,  and  concurred  in  by  the  Philadelphia  office,  that  if 
we  could  realize  a  $15  net  return  we  would  save  against  th|i  deprecia- 
tion during  the  summer  and  weather  checking  and  all  of  the  other 
damage  that  is  done  bv  exposure. 

The  first  sale  we  made  was  to  a  party  in  Seattle  of  approximately 
five  or  six  million  feet  for  $16,  this  price  being  the  sale  price  net. 
Whereas,  as  is,  the  purchaser  taking  the  lumber  in  its  the.n  condition 
and  in  its  then  location. 

Soon  Mr.  Magee  opened  negotiations  on  behalf  of,  I  think  it  is, 
the  Windslow  Marine  Co.,  or  some  such  concern.  We  closed  with 
him  shortly  after  the  first  sale  was  made  at  the  basis  of  $17.50,  under 
the  same  general  terms,  the  purchaser  being  required  to  give  a  bond 
for  the  proper  performance  of  the  contract.  The  time  limit  within 
which  this  material  was  to  be  removed  was  stated,  and  the  pro- 
vision was  made  that  none  of  it  was  to  be  used  for  then  existing 
contracts  with  the  Emergency  Fleet  Corporation. 

The  Chairman.  Have  you  made  any  other  sales  of  lumber? 

Mr.  Yoakum.  In  our  jurisdiction,  no;  but  there  was  a  sale  made 
of  the  balance  of  approximately  16,000,000  feet  to  some  interests  in 
the  T"'^nited  Kingdom,  the  negotiations  being  conducted  in  the  East. 

The  Chairman.  Do  you  know  what  thev  received  for  that? 

Mr.  Yoakum.  My  best  belief  is  $15.  I  would  like  to  have  the 
privilege  of  reviewing  that,  or  letting  you  see  the  contract. 

The  Chairman.  Was  not  that  sale  made  including  delivery? 

Mr.  Yoakum.  Yes ;  it  was  the  delivered  price  in  the  United  King- 
dom, as  I  recall  the  contract.    That  is  correct.    I  forgot  that. 

The  Chairman.  You  say  you  have  in  your  division  the  contract 
for  that? 

Mr.  Yoakum.  I  have  a  copy  of  the  contract.  I  would  like  to 
state  that  one  of  the  conditions  in  that  contract  is  considerably 
more  severe  than  the  sales  we  have  made  on  the  coast^  and  it  also 
requires  considerable  handling  by  the  Fleet  Corporation  to  make 
delivery  at  shipside,  which  costs,  as  variously  estimated,  from 
$3  to  $10. 

The  Chairman.  Is  there  any  difference  in  depreciation  in  the 
price  of  timber  under  30  or  32  feet  length  and  that  above? 

Mr.  Yoakum.  Yes;  the  base  price  is  broken  about  there.  I  have 
forgotten  what  the  Pacific  coast  practice  is.  There  is  a  difference, 
an  arbitrary  on  overlengths. 

The  Chairman.  So  that  the  price  for  that  would  not  decrease  as 
much  as  for  smaller  sizes? 

Mr.  Yoakum.  I  did  not  get  your  point  there. 

The  Chairman.  The  price  for  lumber  over  32  feet  in  length 
would  not  decrease  as  much  as  for  imderlength  sizes? 

Mr.  Yoakum.  Well,  the  price  for  over  32  feet  lengths  increases 
materially  as  the  scale  goes  up. 
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The  Chairman.  Yes ;  and  if  you  had  any  of  that  huhber  on  hand, 
you  would  not  have  to  make  a  great  sacrifice  in  selling  that,  as  great 
a  sacrifice  as  you  would  lumber  under  82  feet  in  len^h :  is  not  that 
so?  ' 

Mr.  Yoakum.  Well ;  I  would  not  say  that  exactly,  because  th«v 
are  a  great  many  conditions  that  come  ikto  a  thing  of  that  sort  in  a 
sale  of  this  kind.  For  instance,  in  that  Magee  sale  and  in  the  other 
Seattle  sale,  we  not  only  included  the  unworfced  timbers,  those  that 
had  been  in  that  same  condition  as  received,  but  that  included  par- 
ticularly a  lari^e  part  of  the  fabricated  timbers,  those  that  had  been 
cut  into  size,  into  cord,  and  all  other  shapes.  That  brought  our 
average  back  up.  We  were  working  with  an  average  price  also,  and 
to  liave  eliminated  the  fabricated  timbers  from  the  transaction  of 
this  kind  meant  that  it  would  be  practically  a  waste,  hardly  cord- 
wood,  unless  somebody  wanted  to  build  a  boat  of  the  same  type,  and 
of  the  same  lines.  We  figured  in  some  of  these  yards  particularlT 
that  by  including  the  fabricated  timber  we  probably  would  draw 
our  average  up  on  the  unworked  timber  anywhere  from  $2  to  $6 
or  $7  a  thousand. 

The  Chairman.  Now,  have  you  any  idea  of  how  much  lumber 
you  have  on  hand  and  the  value  of  it  in  this  district  ? 

Mr.  Yoakum.  Well;  I  do  not  know  what  quantities  have  been 
shipped  on  these  sales  contracts.  We  had  estimates  prepared  of 
what  we  had  originally,  of  course,  but  I  do  not  know  what  the  bal- 
ance is  to-day. 

The  Chairman.  What  disposition  is  finally  going  to  be  made  of 
this  machinery  that  has  accumulated  aroimd  these  concentration 

plants  ? 
Mr.  Yoakum.  Well;  by  machinery,  what  classes  may  I  ask,  to 

answer  that  ? 

The  Chairman.  Well,  any  one  of  them. 

Mr.  Yoakum.  Considerable  of  it  will  be  absorbed  by  ordinapy 
commercial  uses. 

The  Chairman.  What  is  that? 

Mr.  Yoakum.  Pumps,  condensers,  generator  sets,  and  other  ar- 
ticles of  that  character— small  hand  pumps,  and  things,  for  instance, 
that  are  used  frequently  around  oil  stations,  and  that  sort  of  thing. 

The  Chairman.  Have  you  sold  any  of  it  ? 

Mr.  Yoakum.  Yes ;  we  have  sold  some  of  that  class  of  goods,  but 
not  any  great  deal  yet. 

Tlie  Chairman.  Now,  how  much  of  a  sacrifice  have  you  made  in 

those  sales? 

Mr.  Yoakum.  We  have  the  market  guide — that  is,  the  district 
market  guide — at  the  time  of  the  sale,  and  our  losses  on  such  goods 
have  not  been  extremely  great.  We  tried  to  use  judgment  against 
the  existing  market,  as  against  the  probably  increases  and  things 

of  that  sort. 
The  Chairman.  Can  you  sell  at  private  or  public  sale,  just  as  you 

determine?  . 

Mr.  Yoakum.  Well ;  our  set-up,  as  we  get  it  from  the  Philadelphia 
office,  contemplates  over  the  counter  trading,  with  the  usual  restric- 
tions of  governmental  agencies ;  but  our  restrictions,  of  course,  limit 
minimums  rather  than  maximums. 
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Tlie  Chaibmak.  What  is  your  limit  at  which  you  can  sell  at  pri- 
vate sale;  what  is  the  limit  of  value? 

Hifr.  Yoakum.  It  varies  on  different  classes  of  goods.  For  in- 
stance, on  articles  of  ordinary  commercial  stocks,  iron  bolts  and 
imts  and  things  of  that  sort  we  can  sell  up  to  $5,000,  as  long  as  we 
are  within  the  range  of  the  market. 

The  Chairman.  How  about  lumber? 

Mr.  Yoakum.  Lumber  was  not  included  in  the  general  rules  for 
selling.  Thaf  was  handled  even  prior  to  the  times  that  these  selling 
rules  were  issued,  on  a  special  authorization  secured  through  the 
boards  in  Philadelphia.  » 

The  Chairman.  Mr.  Yoakum,  where  are  you  going  to  find  a  mar- 
ket for  these  engines  that  have  accumulated  at  the  various  concen- 
tration plants? 

Mr.  1  OAKUM.  We  do  not  know  that.  We  are  hopeful  of  making 
some  sales  in  the  overseas,  and  we  have  inquiries;  we  are  having 
lots  of  them  from  people  who  are  figuring  on  small-type  boats,  in 
-which  these  engines  would  be  serviceable. 

The  Chaibman.  Those  engines  were  designed  for  particular  boats, 
1  assume? 

Mr.  Yoakum.  Yes;  they  were  designed,  most  of  them,  for  Ferris 
boats. 

The  Chairman.  Are  they  such  a  type  of  engine  that  they  could 
be  used  in  other  classes  of  boats? 

Mr.  Yoakum.  Well.  I  am  not  a  marine  engineer,  but  that  is  my 
understanding;  that  tnej^  can  be  used  in  other  types  of  boats  within 
the  limits  of  sizes  and  lines,  etc. 

The  Chairman.  Do  you  think  there  will  be  some  depreciation  in 
that  machinery? 

Mr.  Yoakum.  As  to  its  physical  condition  ? 

The  CHAHtMAN.  Yes. 

Mr.  Yoakum.  Yes ;  but  it  will  not  be,  necessarily,  considerable,  if 
it  is  properly  cared  for,  as  we  propose  to  care  for  it. 

The  Chairman.  Well,  take  that  machinery  up  there  at  Tacoma. 
It  is  very  sandy  there,  and  the  sand  and  sediment  and  dust  are  blown 
into  the  parts  of  the  machinery.    Does  not  that  injure  it? 

Mr.  Yoakum.  There  is  bound  to  be  some  depreciation  from  that, 
but  that  can  be  eliminated  by  white  leading  and  otherwise  greasing  . 
the  working  parts,  the  exposed  parts,  and  by  taking  oif  the  heads  of 
the  cylinders  and  keeping  them  white  leaded  inside,  and  by  paint- 
ing. They  get  dirt^v  and  soUed,  and  they  have  a  bad  appearance,  but 
the  actual  mechanical  value  may  not  be  impaired  to  any  extent  at 
all,  practically. 

The  Chairman.  Has  any  of  that  white  leading  been  done  re- 
cently— within  the  last  weeK  or  so? 

Mr.  Yoakum.  Yes,  sir;  orders  have  been  given  to  that  effect.    I* 
will  qualify  that  to  that  extent.    I. want  to  say  for  Tacoma  that  these 
engines  have  only  been  arriving  and  are  arriving  to-day,  and  we 
have  not  carried  out  our  program  there  at  all. 

The  Chahocan.  How  did  you  come  to  select  these  sites?  I  under- 
stood you  to  say  that  you  had  nothing  to  do  with  the  selection  of 
the  Grant  Smith-Porter  jard. 

Mr.  ^OAKUM.  No ;  I  did  not. 
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The  Chaiemak.  How  did  you  come  to  select  the  sites,  such  ss  Ta- 

coma,  rather  than  Seattle  or  San  Francisco? 

Mr.  Yoakum,  Well,  we  selected  Tacoma  as  against  Seattle  for 
tlie  so-called  Northern  Pacific  district  concentration  work  after  sonoe 
three  or  four  months  of  study.  We  were  guided  largely  by  the  &ct 
that  we  did  not  want  to  incur  an  investment  of  any  considerable  ex- 
tent for  a  plant.  Of  course,  facilities  from  a  rail  standpoint,  and 
particularly  from  a  water  transportation  standpoint,  in  the  Puget 
Sound  district  are  of  prime  importance.  They  had  the  site  located, 
the  necessary  space  for  the  open  storage,  and  had  a  reasonable 
amount  of  buildings,  by  rearrangement  and  removinjj,  which  we 
have  (lone  there.  They  had  the  wharves  and  the  derricks  and  the 
railroad  tracks,  to  which  we  could  build  as  needed.  Any  other  site 
offered  involved  either  a  very  high  rental  charge  or  a  considerable 
investment  for  plant  improvements. 

In  Seattle  there  was  nothing  that  was  practical,  except  the  bare 
ground. 

We  felt  also  that  in  our  disposal  of  this  stuff  we  were  not  going 
to  affect  the  sales  by  having  the  yard  at  Tacoma.  It  is  a  port  of  caU 
for  deep-sea  vessels,  and  the  convenience  of  transportation  between 
Seattle  and  Tacoma  would  not  interfere  with  a  buyer  who  was 
really  interested  in  looking  the  situation  over.  Things  were  con- 
sidered fully  before  we  decided  this. 

We  made  what  we  believe  to  be  a  reasonable  rental  basis  with  the 
owners  or  lessees  of  this  property.  For  instance,  we  had  an  esti- 
mated investment  by  taking  that  property  of  from  $20,000  to  $25,000 
as  against  $125,000  or  $150,000,  or  even  greater,  if  we  had  gone  to  any 
site  in  Seattle. 

The  Chairman.  Do  you  have  charge  of  the  selling  of  uncom- 
pleted hulls? 

Mr.  Yoakum.  No,  sir. 

The  Chairman.  Can  you  give  us  any  idea  as  to  the  total  value  of 
machinery,  supplies,  and  equipment  of  a  mechanical  nature  which 
you  have  on  hand  in  this  district  or  will  have  when  it  is  all  accu- 
mulated ? 

Mr.  Yoakum.  No;  that  is  very  difficult  to  answer,  from  the  fact 
that  we  are  assembling  it.  The  records  are  not  completed,  and  for  the 
further  reason  that  the  cancellation  proceedings  with  a  lot  of  the 
contractors  are  still  in  process.  We  do  not  know  what  we  will  get, 
if  anything,  from  some  yards  in  that  class.  It  is  impossible  to  esti- 
mate the  values  at  this  time. 

The  Chairman.  Will  there  be  any  great  salvage  value  to  the  ven- 
tilators, stacks,  hoods,  and  things  oi  that  sort? 

Mr.  Yoakum.  Such  as  we  see  in  these  concentration  yards? 

The  Chairman.  Yes. 

Mr.  Yoakum.  There  is  very  little  salvage  value,  as  we  see  it,  other 
than  as  scrap  metal.  There  will  probably  be  a  sale  of  those  stacks, 
but  that  has  not  developed  yet. 

The  Chairman.  I  saw  over  at  the  Liberty  yard  some  of  the  fur- 
nishings for  some  of  the  vessels,  such  as  mats,  cushions,  pillows, 
dishes,  chronometers,  azimuths,  and  things  of  that  sort.  I  suppose 
they  can  be  disposed  of  with  very  little  loss? 

Mr.  YoAKu^f.  We  believe  so;  yes,  sir;  we  believe  so. 


SHIPPING  BOABD  OPBRATIOI^S.  871 

The  Chairaian.  There  were  a  large  number  of  winches  and  wind- 
lasses. Do  you  think  there  is  any  market  for  such  a  quantity  of 
those  anywhere  in  this  country  to-day  ? 

Mr.  YoAKtTM.  To-day;  no — ^not  until  the  market  develops.  We* 
are  hopeful  that  through  contractors  and  other  things  of  that  sort 
the  activities  will  return  after  reconstruction  readjustments  are  made 
and  that  the  market  will  absorb  at  least  a  goodly  number  of  them, 
and  probably  will. 

The  Chairman.  Then  the  idea  is  to  wait  a  reasonable  time  to  see 
if  there  is  a  demand ;  and  if  not,  to  dispose  of  it  to  the  best  advantage 
under  the  then  existing  conditions? 

Mr.  Yoakum.  That  would  be  a  matter  of  policy  that  I  have  no 
knowledge  of  and  no  opinion  on. 

The  Chairman.  Suppose  you  had  final,  full,  and  definite  control 
over  that  material,  say,  over  there  at  the  Liberty  yard,  that  you 
could  do  just  as  you  saw  fit  about  it,  would  you  determine  to  keep  it 
a  while  and  wait  to  see  what  conditions  may  be,  or  would  you  en- 
deavor to  dispose  of  it  within  the  near  future  and  get  the  best  price 
possible  to  obtain  ? 

Mr.  Yoakum^  Well,  if  I  had  individual  ownership  or  the  disposal 
of  it,  it  would  be  a  matter  of  assorting,  I  think,  because  of  the  great 
variety  of  the  goods.  There  is  some  of  it  that  we  will  get  the  money 
out  of  it,  but  we  may  have  to  carry  it  for  a  year.  There  are  other 
classes  of  goods  that  it  is  "very  obvious  that  their  deterioration  is 
^eat,  and  there  are  others  that  are  special  goods  and  not  worth 
anvthing  more  than  the  pounds  of  metal  in  them. 

The  Chairman.  Well,  have  you  taken  into  consideration  the  total 
amount  which  will  have  been  accumulated  at  these  three  plants  on 
this  coast,  and  do  you  think  that  with  that  supply  available  the  Fleet 
Corporation  can  hope  to  realize  over  40  per  cent  of  its  actual  value? 

Mr.  Yoakum.  Within  what  time? 

The  Chairman.  Say,  within  two  years. 

Mr.  Yoakum.  I  am  rather  inclined  to  think  so.  I  am  rather  in- 
clined to  think  that  there  will  be  enough  of  it  absorbed  so  that  the 
total  write-off  as  applied  against  the  total  cost  will  not  be  that  great. 

The  Chairman.  You  expect  to  see  shipbuilding  activities  contin- 
ued, then,  along  the  coast  here? 

Mr.  Yoakum.  Well,  my  personal  opinion  is  that  there  is  going  to 
be  some  small  shipbuilding  oii  the  coast  other  than  the  Government 
work. 

The  Chairman.  And  tlie  builders  will  be  able  to  procure  a  supply 
of  some  of  this  material  from  these  plants? 

Mr.  Yoakum.  Oh,  yes.  Those  .who  are  negotiating  contracts,  or 
have  any  notion  of  it,' are  very  active  in  keeping  up  with  us,  and  we 
expect  to  be  able  to  sell  some  of  this  stuff  to  them. 

The  Chairman.  Of  course,  if  the  Fleet  Corporation  should  deter- 
mine to  continue  its  construction  program  in  the  future,  there  is  a 
great  deal  of  this  material  that  withm  three  years,  say,  would  not 
have  deteriorated  suflSiciently  to  prevent  its  bemg  used  by  the  Fleet 
Corporation  in  its  construction  work? 

Mr.  Yoakum.  Within  the  next  three  years  ? 

The  Chairman.  Within  the  next  three  years. 

Mr.  Yoakum.  Yes ;  that  is  true. 
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The  Chairman.  And,  of  course,  in  that  case,  if  any  such  policy 
as  that  was  decided  upon,  the  loss  to  the  Government  would  be  bi^ 
small? 

Mr.  Yoakum.  Yes;  that  is,  all  other  things,  regarding  first  cost 
and  all  that,  being  equal. 

The  Chaibmak.  Yes;  that  is  what  I  am  taking  into  consideration; 
all  of  those  other  things. 

Mr.  Yoakum.  Yes. 

The  Chairman.  How  do  you  first  become  aware,  Mr.  Yoakum, 
of  the  fact  that  there  is  some  material  which  is  to  come  within  your 
jurisdiction? 

Mr.  Yoakum.  It  comes  to  us  from  all  the  other  divisions,  of  which 
there  are  three  main  ones.  As  soon  as  the  program  and  policy  is 
determined^  that  this  material  will  be  offered,  the  heads  of  those 
various  divisions  then  certify  it  over  to  us  before  we  begin  to  function. 

The  Chairman.  You  do  not  hate  any  stock  for  sale  in  houses  or 
hotels,  do  you? 

Mr.  Yoakum.  We  have  some  barracks  and  things  of  that  sort — 
mess  halls. 

The  Chairman.  Do  you  have  any  of  the  improvements  of  the 
town  of  Clyde  in  your  division  for  sale — ^the  hotel  up  there,  or  the 
houses?  • 

Mr.  Yoakum.  Where  is  Clyde? 

The  Chairman.  Up  near  the  Pacific  Coast  Shipbuilding  Co. 

Mr.  Yoakum.  Not  to  my  knowledge.  We  have  not  any  under  our 
jurisdiction  yet. 

The  Chairman.  Where  are  these  barracks  and  mess  halls? 

Mr.  Yoakum.  We  have  some  at  Oakland,  at  the  Moore  Shipbuild- 
ing Co.,  and  some  in  the  Seattle  district. 

The  Chairman.  Do  you  have  a  floating  restaurant  up  at  Portland! 

Mr.  Yoakum.  No  ;  I  do  not  believe  that  is  in  our  possession. 

The  Chairman.  1  think  that  is  all  for  the  present.  Mr.  Kelley^ 
have  you  any  more  questions? 

Mr.  Kelley.  What  experience  have  you  had  in  selling  large  quan- 
tities of  material  like  this,  Mr.  Yoakum,  before  this? 

Mr.  Yoakum.  As  a  salesman,  I  have  had  no  experience. 

Mr.  Kellet.  How  do  you  get  in  touch  with  possible  purchasers  for 
lar^e  quantities  of  material  Uke  this? 

Mr.  X  OAKUM.  We  have,  as  a  part  of  our  organization,  a  sales  sec- 
tion, in  charge  of  experienced  men.  Understand,  we  are  just  bemn- 
ning  te  function.  Our  organization  has  jest  been  building  up  Siat 
part  of  it.  We  follow  information  coming  to  us  from  various  sources 
as  to  prospective  contracts.  We  keep  busy  on  shipbuilders,  some  of 
the  independent  buyers,  and  put  beiore  the  construction  people  of 
our  own  organization  the  fact  that  we  have  these  supplies,  so  that 
they  may  requisition  through  us,  for  us  to  furnish,  if  available. 

Mr.  Kelley.  How  do  you  make  the  connection? 

Mr.  Yoakum.  With  our  other  departments? 

Mr.  Kelley.  No;  with  the  outside  world? 

Mr.  Yoakum.  Through  letters  and  calls  and  in  personal  touch 
and  the  preparation  of  information.  We  find  that  so  far  they  are 
taking  as  much  initiative  in  this  as  we  are  yet  and  are  keeping  in 
touch  with  what  we  have.  Of  course,  they  are  looking  for  bargains, 
to  a  certain  extent.    At  the  same  time  we  have  the  goods  and  we  can 
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deliver  promptly  that  otherwise  they  may  have  to  wait  indefinitely 
for.  It  is  pretty  much  the  same  as  in  a  commercial  institution, 
'where  they  would  keep  in  touch  with  prospective  purcha^rs  or  the 
market  We  keep  in  touch  with  exporters.  We  are  working  that  out 
now. 

JSir.  Kelley.  At  your  office  at  Portland  you  could  tell  a  customer 
exactly  what  you  have  of  every  kind  of  thing? 

Mr.  Yoakum.  Not  to-day ;  no.  W^e  are  getting  that  in  shape.  We 
are  getting  our  inventories  made  for  the  purpose  of  preparing  cata- 
logues of  our  Pacific  coast  stuff.  We  have  prepared  preliminary 
catalogues  of  some  of  the  eastern  stocks. 

Mr.  Kelley.  Then,  you  send  that  out  through  proper  channels? 
Mr.  Yoakum.  Yes;  so*mething  like  a  commercial  enterprise  would. 
Mr.  Kelley.  Do  you  attach  a  price  list  to  the  stuff? 
Mr.  Yoakum.  No,  sir ;  it  is  simply  a  notice. 

Mr.  Kelley.  Why  do  you  not  appraise  it  and  put  a  price  list  on  it 
and  say  that  "  You  can  have  this  for  such  and  such  a  price,"  instead 
of  dickering  with  everybody? 

Mr.  Yoakum.  We  are  developing  up  to  that  point. 
Mr.  Kelley.  That  would  be  the  oest  way  to  do  it? 
Mr.  Yoakum.  Yes;  in  some  cases.    On  the  general  run  of  articles 
-we  ought  to  do  that. 

Mr.  Ejblley.  It  is  not  really  the  proper  way  to  dicker  with  every 
customer  that  comes  along  ana  say,  "  You  can  have  this  at  so  much," 
and  then  find  out  later  that  another  customer  comes  along  and  sells 
him  the  same  thing  at  a  different  price. 
Mr.  Yoakum.  That  is  not  the  proper  way. 
Mr.  Kelley.  You  have  been  doing  that  ? 
Mr.  Yoakum.  Yes ;  some  of  it. 

Mr.  KeUjBy.  That  will  lead  to  a  great  deal  of  complaint  and 
abuse  ? 

Mr.  Yoakum.  It  is  apt  to  lead  to  criticism. 
Mr.  Kelley.  Because  they  will  say  you  are  showing  favoritism? 
Mr.  Yoakum.  Well,  they  might  do  that. 

Mr.  Kelley.  If  you  sold  lumber  to  me  at  $15  and  some  other  man 
came  along  later  and  you  sold  to  him  lumber  at  $17,  he  might  say 
that  I  was  a  favored  purchaser  of  the  Shipping  Board  ? 

Mr.  Yoakum.  If  we  are  going  to  trade  for  this  for  the  best  price 
that  we  can  get  out  of  it,  I  do  not  know  how  we  can  be  charged 
with  favoritism  by  getting  a  little  higher  price  from  one  as  agamst 
another. 

Mr.  Kelley.  Won't  the  charge  be  that  you  are  getting  a  lower 
price  instead  of  a  better  one? 

Mr.  Yoakum.  If  we  did  that,  we  would  have  to  see  that  our  rec- 
ords are  pretty  clear. 

Mr.  K^SLLEY.  Your  plan  is  to  catalogue  all  of  this  stuff  and  attach 
a  price  to  it,  and  send  that  out  broadcast? 
Mr.  Yoakum.  Yes ;  that  is  the  general  plan. 

Mr.  Kelley.  Have  you  had  instructions  from  the  home  office  to  do 
that? 
Mr.  Yoakum.  Yes. 

Mr.  Kelley.  And  pending  that  time,  you  are  permitted  to  sell  at 
any  price  you  see  fit? 
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Mr.  Yoakum.  Oh,  no ;  there  are  certain  limits  placed  on  us  by  the 
reviewing  board  in  the  Philadelphia  office. 

Mr.  Kem.ey.  a  certain  percentage  of  cost? 

Mr.  Yoakum.  On  samples  of  gowis,  and  in  other  cases  certain  mar- 
ket guides  are  followed.  On  second-class  goods  we  are  alloTived  tha 
discretion  of  getting  50  per  cent  of  the  cost.  As  to  junk,  we  get  what 
we  can  out  of  it,  as  any  junk  would  be  disposed  of,  after  locally 
advartising  it  in  the  daily  papers. 

Mr.  Kelley.  How  do  you  do  your  advertising! 

Mr.  Yoakum.  What  little  we  have  done  we  have  done  throufi^ 
dailies  in  any  locality  we  may  have  the  goods  for  sale. 

Mr.  Kellby.  Do  you  advertise  in  trade  papers  that  would  go  to 
special  dealers? 

Mr.  Yoakum.  We  have  not  done  that  through  our  Portland  office. 
I  understand  there  has  been  some  of  it  done  through  the  Philadelphia 
office. 

Mr.  Kellby.  Advertising  in  a  local  paper  of  a  town  the  size  of 
Portland  would  not  reach  many  people  that  would  be  inclined  to 
buy  ? 

Mr.  Yoakum.  That  would  be  only  such  items  as  junk,  that  could 
only  be  disposed  of  locally  if  at  all. 

Mr.  Kelley.  But  you  expect  to  advertise  in  the  established  trade 
journals  that  go  to  the  trade? 

Mr.  Yoakum.  Yes. 

Mr.  Keixey.  And  write  them  letters  besides? 

Mr.  Yoakum.  I  say  we  expect  to,  but  that  would  be  controlled 
through  the  Philadelphia  office  properly. 

Mr.  Kelley.  Wlio  is  the  head  of  this  office  in  Philadelphia?    . 

Mr.  YoAKFM.  The  head  of  our  division  in  Philadelphia  is  Mr. 
G.  H.  Rollason. 

Mr.  Kelley.  Has  he  had  a  wide  experience  in  sales  of  different 
kinds  of  material  ? 

Mr.  Yoakum.  He  is  a  very  capable  man. 

Mr.  Kelley.  Is  he  a  new  man  in  this  place,  or  is  this  a  new  depart- 
ment? 

Mr.  YoAKi  M.  This  is  a  new  division,  organized  since  the  1st  of 
June. 

Mr.  Kelley.  W^as  he  with  the  Shipping  Board  from  the  beginning 
in  some  other  capacity  ? 

Mr.  Yoakum.  He  has  been  with  it  for  some  considerable  time.  I 
think,  from  the  beginning,  perhaps. 

Mr.  Kelley.  Just  what  was  your  work  in  the  Cancellation  Bureau  ? 

Mr.  Yoakum.  T  was  in  the  field  here,  assembling  all  the  informa- 
tion and  all  the  facts,  and  I  did  some  negotiating  with  the  contractors, 
until  that  was  taken  back  to  the  Philadelphia  office, 

Mr.  Kelley.  Did  you  advise  as  to  whether  contracts  should  be  can- 
celed or  not? 

Mr.  Yoakum.  No  ;  I  had  nothing  to  do  with  that.  This  followed 
the  calcellations.  or  the  suspensions,  as  I  will  more  properly  put  it 

Mr.  Kelley.  I  do  not  quite  get  what»vour  work  was  yet.  I  know 
what  you  say,  but  I  do  not  know  just  what  it  is. 

Mr.  Yoakum.  When  the  suspension  notices  were  sent  out  on  ship 
contracts  the  contractors  were  requested  to  furnish  certain  data,  and 
the  information  had  to  be  verified  in  the  field. 
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Mr.  Kellet.  And  after  those  reports  came  to  the  home  office,  you 
took  them? 

Mr.  Yoakum.  No  ;  I  was  in  the  field,  and  I  got  these  office  exhibits 
into  the  home  office,  and  in  some  instances  opened  up  negotiations 
"with  the  contrtctors  for  an  adjustment  of  the  allowances. 

Mr.  Kelley.  In  other  words,  you  would  go  from  one  shipbuilding 
plant  to  another  and  get  them  to  iill  out  these  statements  that  they 
had  on  hand  after  contracts  were  canceled? 

Mr.  Yoakum.  We  had  some  one  else  in  the  field  who  would  go  to 
the  shipyard  office  and  stay  as  high  as  10  days,  maybe. 

Mr.  Kellet.  And  you  had  supervision  over  a  certain  number  of 
them? 

Mr.  Yoakum.  Yes. 
Mr.  Kellet.  How  many? 

Mr.  Yoakum.  All  the  way  from  three  up  to — one  each  in  Port- 
land, San  Francisco,  and  Seattle,  to  begin  with,  and  we  developed 
this  up  to  8  or  10  in  number. 

Mr.  Kellet.  What' business  were  you  in  before  the  war? 
Mr.  Yoakum.  Railroad  officer,  and  subsequent  to  that  manager  for 
a  lumber  company  in  the  South. 
Mr.  Kellet.  What  State? 
Mr.  Yoakum.  Texas  and  Louisiana. 
Mr.  Kellet.  The  State  of  Louisiana? 
Mr.  Yoakum.  Louisiana  and  Texae;  yes. 
Mr.  Kellet.  And  Texas? 
Mr.  Yoakum.  Yes. 
Mr.  Kellet.  What  towns  in  Texas? 
Mr.  Yoakum.  Houston  and  Beaumont. 

Mr.  Kellet.  You  must  have  somethiuj?  of  an  idea  of  the  Shipping 
Board  value;  that  is,  the  cost  value  ot  machinery  and  lumber  on 
hand  from  these  canceled  contracts. 

Mr.  Yoakum.  I  have  undertaken 

Mr.  Kellet.  Do  you  know  how  many  contracts  have  been  canceled 
and  the  amount  of  material  necessary  for  each  contract? 

Mr.  Yoakum.  The  cancellations  are  on  record,  but  the  values  of 
the  material  and  quantities  are  not  all  assembled  yet.  The  infor- 
mation is  not  available  in  any  one  place,  that  I  know  of. 

Mr.  Keixet.  Could  you  make  a  reasonable  guess  at  it?    How  much 
material  do  you  think  you  would  have  on  hand  if  it  was  checked  up 
on  the  basis  of  cost  in  this  district,  in  the  Pacific  Coast  district? 
Mr.  Yoakum.  I  will  make  a  guess  as  a  guess. 
Mr.  Kellet.  Yes ;  that  is  all. 

Mr.  Yoakum.  And  with  these  qualifications :  The  present-day 
status  of  the  cancellations  with  respect  to  possible  future  reinstate- 
ments and  things  of  that  sort — we  have  on  the  Pacific  coast  anywhere 
from  twenty  to  thirty-five  or  forty  million  dollars  worth  of  material- 
of  all  kinds  and  classes.  That  includes  everything  from  napkins 
to  engines. 

Mr.  Kellet.  Where  there  is  a  possibility  of  reinstatement,  you  do 
not  try  to  pull  out  the  canceled  material  ? 

Mr.  Yoakum.  No:  we  do  not  do  that  until  we  get  word  that  it  is 
entirely  all  off. 
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Mr.  Kelley.  As  to  this  meeting  that  you  had,  where  you     ^ 
upon  the  price  for  lumber,  in  which  Mr.  Haynen,  Mr.  jSCagee^  and 
Mr.  Shortts  were  present,  in  what  capacity  was  Mr.  Shortts  there  ? 

Mr.  Yoakum.  I  will  first  say  that  we  did  not  agree  on  the  priod  at 
that  time.  We  simply  wanted  to  draw  up  the  sales  contract.  That 
was  the  first  time  1  ever  had  any  knowledge  that  Mr.  Shortts  iras 
in  an]^  way  ihterested  in  the  transaction  at  all,  and  mv  impiessioii  at 
that  time  was  that  he  was  simply  associated  with  Mr.  Magee  in  assist- 
inff  in  financing  of  some  character. 

Mr.  Keeley.  You  do  not  know  whether  he  was  a  representative  of 
the  Grays  Harbor  Motorship  Corporation  ? 

Mr.  Yoakum.  Yes;  I  knew  Mr.  Shortts's  connection  with  the  Grays 
Harbor  Motorship  Corporation,  but  I  did  not  know  that  the  cor- 
poration had  anytning  to  do  with  the  purchase  of  this  lumber,  and  I 
assumed,  and  I  was  allowed  to  assume,  that  he  was  there  simply  as  aji 
outside  associate,  and  that  was  the  time  when  we  inserted  in  the  sales 
contract  the  provision  that  we  would  not  allow  it  to  be  used  in  any 
Fleet  Corporation  boats. 

Mr.  Kelley.  How  could  you  explain  Mr.  Shortts's  sittini^  here  on 
the  conference  for  selling  lumber  to  Magee  at  $17.60,  and  then  turn- 
ing around  and  selling  it  to  his  own  corporation  at  $19.50? 

Mr.  Yoakum.  I  did  not  attempt  to  explain  it.  I  did  not  know  any- 
thing about  it,  as  a  matter  of  actual  fact. 

Mt.Kelley.  Did  Mr.  Shortts  try  to  buy  this  lumber  from  you  direct 
for  his  corporation? 

Mr.  Yoakum.  I  can  answer  that,  personally ;  no.  But,  as  I  said  a 
while  ago,  this  lumber  was  handled  through  what  we  have  termed  as 
the  Fir  Production  Board,  and  they  handled  all  of  the  negotiations. 
I  will  be  glad  to  give  you  a  record  of  that,  or  a  statement  of  that,  if 
I  can  find  the  record  in  the  files. 

Mr.  Kelley.  The  testimony  that  we  have  had  all  along  the  line 
was  that  they  could  not  buy  the  lumber  from  you,  the  Grays  Harbor 
people,  but  that  they  had  to  get  it  through  Magee. 

Mr.  Yoakum.  Their  own  or  other  lumber,  may  I  ask? 

Mr.  Kelley.  Your  lumber. 

IVfr.  Yoakum.  Within  their  own  yard  or  other  yards? 

Mr.  Kelley.  No  ;  outside. 

Mr.  Yoakum.  Personally  T  can  not  answer  that  without  refresh- 
ing my  memory  from  the  records.  T  do  not  recall  having  any  per- 
sonal dealings  or  negotiations  with  them  for  luml^er.  T  do  know 
this,  that  there  was  considerable  difference  between  that  contractor 
and  the  Fleet  Corporation  on  their  adjustment  work,  on  their  can- 
cellation work,  and  it  may  be  that  if  there  were  any  efforts  made  to 
purchase,  the  men  in  the  field  would  probably  proceed  with  a  srreat 
deal  of  caution,  without  direct  instructions  from  the  Philadelphia 
office,  removing  any  responsibility  from  this  end  on  the  men.  T 
know  that  would  have  be'^n  so  if  T  had  handled  the  transaction  or 
was  approached  for  purchase. 

Mr.  Kelley.  In  other  words,  the  Grays  Harbor  Motorship  Cor- 
poration might  have  been  under  suspicion  a  little  by  your  depart- 
ment? 

Mr.  Yoakxjm.  Well,  I  would  not  say  that.  I  think  if  anyone  was 
approached  in  the  field  for  a  purchase  by  anyone  who  had  any 
knowledge  of  the  status  of  the  adjustment  work,  they  would  ap- 
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••  • 

proach  it  with  caution  on  account  of  the  status  of  the  cimcellation 
negotiations  in  the  Philadelphia  office. 

Mr.  Kelley.  Do  you  know  Mr.  Ward,  of  the  (xrays  Harbor  plant? 
Mr.  Yoakum.  I  do  not  know  that  I  have  met  him  personally.    I 
have  talked  to  him  on  the  phone.    I  know  who  he  is ;  yes. 

Mr.  Kelley.  I  do  not  know  whether  I  asked  you  or  not,  but  did 
you  know  that  this  lumber  was  going  to  the  Grays  Harbor  motor 
plant? 

Mr.  Yoakum.  Do  vou  mean  at  that  time?    I  did  not. 
Mr.  Kelley.  You  did  not  know  that  it  was  billed  right  through  to 
them  at  $19.50  per  thousand  ? 

Mr.  Yoakum.  I  had  understood  recently  that  there  were  some  de- 
liveries made,  but  I  did  not  know  the  price. 

Mr.  Kelley.  Mr.  Shortts  knew  the  price  tliat  Magee  was  paying 
you? 

Mr.  Yoakum.  Very  likely ;  yes.    He  was  in  the  conference. 
Mr.  Kelley.  And  he  paid  $2  more  to  Magee  than  he  could  have 
gotten  it  for  from  you  ? 

Mr.  Yoakum.  I  was  then  under  the  impression  that  he  was  acting 
as  associate  to  help  Magee  finance  the  purchase.  I  did  not  have  any 
knowledge  or  indication  of  any  other  connection  of  his  in  the 
transaction. 

Mr.  Kjjlley.  Now,  in  the  matter  of  settlements,  of  course,  you 
would  not  have  anything  to  do  with  them.  That  comes  under  Mr. 
Frick's  department  there  at  Seattle? 

Ml".  Yoakum.  What  sort  of  settlements? 
Mr.  Kelley.  Settlements  on  contracts,  shipbuilding  contracts. 
Mr.  Yoakum.  No  ;  I  have  nothing  to  do  with  them. 
Mr.  Kelley.  Your  sales  would  be  entirely  separate  and  distinct 
from  any  settlement  of  claims  and  you  would  not  sell  lumber  except 
for  cash,  probably  ? 

Mr.  Yoakum.  Cash  or  equivalent ;  yes. 

Mr.  Kelley.  So  that  it  would  not  make  any  difference  what  repu- 
tation the  purchaser  had,  w  ould  it,  of  lumber  ? 
Mr.  Yoakum.  Oh,  yes;  1  should  say  it  would. 
Mr.  Kelley.  Now.  what  difference  would  it  make,  Mr.  Yoakum  ? 
Mr.  Yoakum.  I  think  that  had  I  been  approached  at  that  time  by 
any  contractor — I  will  make  it  broad — and  had  the  rather  indirect 
knowledge  that  I  had  of  the  difference  in  the  adjustment  contracts,  I 
wpuld  not  have  dealt  with  them  without  being  entirely   released 
'   from  the  superior  office. 

Mr.  Kelley.  Do  you  not  think  that  you  are  taking  greater  chances 
by  selling  to  a  former  district  numager  than  you  would  be  by  selling 
to  them  ? 

Mr.  Yoakum.  No:  I  would  not  think  so.  That  thought  very 
naturally  presented  itself  to  us  wlien  the  negotiations  were  opened, 
and  it  was  discussed  between  us.  I  discussed  it  with  our  local  at- 
torney there,  and  the  result  was  that  we  did  not  see,  providing  the 
record  was  properly  built  up,  that  our  sales  contract  provided  for 
the  necessary  bonds,  and  that  those  bonds  were  secured  by  the  neces- 
sary pereons,  and  that  the  price  was  at  least  equal  to  or  better  than 
other  sales,  and  considerably  over  the  authorization,  and  all  that, 
that  it  was  a  perfectly  safe  transaction,  as  the  representatives  of  the 
Fleet  Corporation. 
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Mr.  KEUiET.  Then,  if  Mr.  Ward's  testimony  is  correct,  that  he 
could  not  buy  of  you  it  was  because  you  think  there  were  some 
controversies  between  him  and  his  company  and  the  construction 
department  which  made  it  inexpedient  for  you  to  deal  with  him 
at  all? 

Mr.  Yoakum.  No;  I  do  not  want  to  sav  that  at  all.  That  is  not 
what  I  mean  to  say.  I  do  not  know  that  I  have  any  recollection 
of  any  such  negotiations  or  any  offers  to  buy,  and  I  do  not  know  that 
there  were  such  until  I  look  at  the  records  and  discuss  it  with  our 
people  who  were  handling  that ;  but  I  did  say  that  if  I  had  been  ap- 
proached, I  believe  I  would  have  approached  it  with  a  great  d^ 
of  caution,  if  I  had  been  asked  to  sell. 

Mr.  Kellet.  To  sell  direct  to  the  Gray's  Harbor  Motorship  people 
you  would  have  hesitated? 

Mr.  Yoakum.  Yes. 

Mr.  Kelley.  Even  though  they  were  paying  $19.50  per  thousand, 
whereas  you  were  selling  it  to  others  at  $17.50? 

Mr.  Yoakum.  I  am  satisfied  that  had  thoy  offered  $19.50  there 
would  be  no  question  but  what  we  would  have  found  a  way  of  making 
the  sale,  but  with  full  authority  of  the  home  office. 

Mr.  KELiiEY.  Mr.  Ward'«;  testimonv  was  that  he  tried  in  evei-v 
way  that  he  could  to  buy  this  lumber  direct,  and  could  not  get  it,  and 
that  the  only  way  that  he  could  come  in  was  to  get  it  through  Magee. 

Mr.  Yoakum.  I  should  like  the  privilege  of  seeing  if  our  records 
corroborate  that. 

Mr.  Kemjey.  Who  would  make  the  preliminary  negotiations  up 
there  ? 

Mr.  Yoakum.  The  representatives  of  our  Fir  Production  Board 
would  have  handled  that. 

Mr.  Kem^y.  What  is  the  man's  name? 

Mr.  YoAKU3i.  The  head  man  was  J.  S.  Hamilton  at  that  time. 

Mr.  KeiuLey.  He  is  not  the  same  Mr.  Hamilton  who  is  head  of  the 
Wood  Shipbuilders  Association? 

Mr.  Yoakum.  Oh,  no. 

Mr.  Keu:.ey.  That  is  a  different  man  ? 

Mr.  Yoakum.  That  is  a  different  man. 

Mr.  Kelley.  What  is  his  name? 

Mr.  Yoakum.  That  is  C.  H.  Hamilton,  I  believe. 

Mr.  Kelley.  Is  Mr.  Cosgrove  the  attorney  for  you  ? 

Mr.  Yoakum.  He  is  counsel  in  Seattle;  yes. 

Mr.  Kelley.  Did  he  have  knowledge  of  this  contract  with  Shortts? 

Mr.  Yoakum.  The  sales  contract? 

Mr.  Keij:.ey.  The  sales  contract. 

Mr.  Yoakum.  No;  that  was  prepared — those  negotiations  were 
handled  through  the  Portland  office.  I  do  not  Imow  whether  Mr. 
Cosgrove  had  any  knowledge  of  the  transaction  at  the  time  or  not. 

Air.  Kelley.  Who  fixed  up  the  bonds  and  passed  on  the  legality 
of  the  matter? 

Mr.  Yoakum.  The  bonds  are  prepared  by  the  representatives  of 
our  finance  division. 

Mr.  Kelley.  Where — at  Seattle? 

Mr.  Yoakum.  In  this  instance  it  would  be  in  Seattle,  because  all 
the  purchasers  and  materials  were  located  within  the  jurisdiction 
of  that  district  office. 
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Mr.  Kellet.  Did  you  try  to  sell  lumber  from  the  Tacoma  Lumber 
Co.  to  the  Gray's  Harbor  people,  although  their  contract  was  not 
suspended  i 

Idr.  Yoakum.  Whose — ^Tacotna's? 

Mr.  Relley.  I  may  not  have  the  name  exactly  right,  but  you  can 
probably  identify  the  firm. 

Mr.  Yoakum.  I  have  no  recollection  of  undertaking  to  sell  the 
Tacoma  Shipbuilding  dumber  to  the  Gray's  Harbor  Co. 

Mr.  Kelley.  Did  you  try  to  sell  it  to  anybody  else? 

Mr.  Yoakum.  As  I  remember  it,  we  did  sell  it. 

Mr.  Kelley.  Are  you  sure  about  that? 

Mr.  Yoakum.  On  some  of  these  sales  contracts  for  lumber. 

Mr.  Kelley.  The  question  of  reinstating  their  ships  has  not  yet 
been  settled? 

Mr.  Yoakum.  I  imderstand  not.  So  far  as  they  are  concerned, 
they  are  in  the  same  status  as  some  other  contractors  whose  lum- 
ber has  been  sold.  The  suspensions  were  out  and,  in  so  far  as  the 
word  to  us  from  Philadelphia  was  concerned,  it  was  to  sell  this  lum- 
ber because  of  the  deterioration,  and  in  most  instances  the  ship  con- 
tractors were,  in  my  opinion,  very  urgently  demanding  release  f  r6m 
their  yards.    They  did  not  want  the  responsibility  of  caring  for  it. 

Mr.  Kelley.  That  was  not  the  case  with  the  Tacoma  company, 
was  it? 

Mr.  Yoakum.  Well,  I  .don't  know.  I  do  know  that  there  were  ne- 
gotiations for  a  reconsideration  of  their  canceled  contract  as  regards 
the  two  hulls  on  the  ways. 

Mr.  Ki;lley.  Did  they  notify  you  that  they  did  not  want  you  to 
sell  any  of  that  lumber? 

Mr.  Yoakum.  No  ;  I  do  not  think  so.  If  I  recall  my  dealings  with 
them — I  may  have  become  confused  with  others,  but  we  asked  those 
people  whose  adjustments  were  pending,  if  sales  wercJ  made,  if  there 
would  be  any  obstruction  to  the  removal  of  the  timber,  and  in  most 
instances,  as  I  say,  the  contractors  were  glad  to  relieve  themselves 
of  it. 

Mr.  Kelley.  You  made  a  contract  for  five  or  six  million  feet 
for  Mr.  Magee,  did  you  not,  that  was  turned  down  in  Philadelphia? 

Mr.  Yoakum.  No. 

Mr.  KJ3LLBY.  Did  you  not  make  a  contract  for  any  more  lumber 
than 

Mr.  Yoakum.  Yes ;  I  made  one  other  contract  on  the  coast,  except 
Ma^ee's  contract.  '         *  • 

Mr.  Kelley.  No;  I  mean  with  Magee.  Is  this  the  only  contract 
you  made  with  Magee,  the  one  we  have  been  talking  about  ? 

Mr.  Yoakum.  Yes,  sir. 

Mr.  Kelley.  And  no  contract  with  Magee  has  been  turned  down 
by  the  home  oflSce,  or  any  other  superior  of  yours? 

Mr.  Yoakum.  No,  no.    Magee's  nrst  negotiation- 


Mr.  Kelley.  You  would  know  about  that  for  sure,  would  you  ? 

Mr.  Yoakum.  I  think  I  would. 

Mr.  Kelijby.  I  want  you  to  think  pretty  carefully  about  that. 

Mr.  Yoakum.  I  think  I  would,    tet  me  make  this  statement. 

Mr.  Kelley.  We  have  a  big  field  to  cover,  and  I  do  not  want  that 
to  appear  wrong.  My  understanding  is  that  there  was  quite  a  large 
contract  that  they  refused  to  approve  at  the  home  ofiice  with  Magee  ? 
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Mr.  Yoakum.  I  do  not  recall  any  final  action  at  the  home  oflBce. 
Magee's  first  negotiations  were  for  considerably  more  than  be 
bouffht. 

Mr.  Kj:lley.  Why  was  that?  Why  was  the  amount  sold  less  than 
the  amount  he  wanted? 

Mr.  Yoakum.  Because  of  his  own  plans,  so  he  informed  us.  He 
could  not  handle  the  larger  amounts  that  he  first  negotiated  for,  and 
if  I  recall,  his  first  negotiations  were  two  or  more  times  that  which 
he  actually  purchased  later. 

Mr.  KelliET.  That  was  because  of  his  own  situation,  rather  than 
because  they  refused  to  ratify  the  sale? 

Mr.  Yoakum.  Yes;  that  is  correct. 

Mr.  KBMiET.  How  about  the  Puget  Sound  Bridge  &  Dredging 
Co.?    Did  you  sell  any  lumber  from  that  yard? 

Mr.  Yoakum.  I  think  that  was  included  in  some  of  these  sale  con- 
tracts; yes. 

Mr.  Kelley.  Now,  in  the  settlement  between  the  contractor  and 
the  Government,  what  you  would  receive  for  lumber,  I  suppose* 
makes  no  difference? 

Mr.  Yoakum.  Well,  I  do  not  know  that  I  follow  your  question 
exactly. 

Mr.  Kelley.  Well,  suppose  in  the  matter  of  cancellations 

Mr.  Yoakum.  Ship  contracts? 

Mr.  Kelley.  Yes.  A  man  kept  his  lumber  on  hand,  would  not 
turn  it  into  the  general  lumber  center  for  sale  through  your  depart- 
ment.^  Then  his  settlement  would  be  on  the  basis  of  the  actual  value, 
I  suppose,  of  the  lumber  that  was  in  his  yard;  whereas,  if  he  sold 
it  to  you  or  allowed  you  to  sell  it  at  $15  a  thousand ;  that  would  be 
the  figure  that  he  would  have  to  sell  for? 

Mr.  Yoakum.  If  I  follow  you  correctly,  the  selling  price  by  the 
Fleet  Corporation  as  a  salvage  proposition  should  not  have  any 
bearing  on  his  settlement  with  the  Fleet  Corporation  later  for  his 
cancellations. 

Mr.  Kelley- .  Then  his  only  interest  would  be  in  holding  it  in  his 
yard,  .with  the  possible  expectation  that  the  ship  later  on  may  be 
reinstated  ? 

Mr.  Yoakum.  That  would  be  my  impression  of  the  situation;  ves. 

Mr.  IC^ELLEY.  Now,  you  do  not  permit  the  lumber  that  you  sell  to 
go  into  a  ship  ? 

Mr.  Yoakum.  No. 

Mr.  Keixjsy.  Where  there  is  a  contract  for  the  constructi<m  of  a 
ship  between  the  same  contractor  and  the  Government.  Now,  on  a 
cost-plus  contract,  why  would  not  that  be  a  good  thing  to  do,  if  he 
can  get  his  material  at  $15  a  thousand  instead  of  paying  $40  or  $50 
or  $60  a  thousand  for  it  ?  Why  do  you  not  let  him  do  it  and  save 
the  Government  that  expense? 

Mr.  Yoakum.  Well,  I  should  think  in  a  cost-plus  contract  it  would 
be  probably  the  best  thing  to  do. 

Mr.  Kelley.  Why  do  you  write  into  these  contracts  that  they  shall 
not  resell  this  lumber  to  anybody  that  has  a  contract  with  the  Gov- 
ernment? 

Mr.  YoAKUTkt.  Well,  I  do  not  know  that  we  considered  it  from  the 
standpoint  of  the  cost-plus  contract.  We  were  considering  it  from 
the  standpoint  of  the  lump-sum  contractor,  who  had  secured  his  con- 
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tract  under  certain  market  conditions,  and  we  felt  it  might  be  a 
reflection  if  this  Imnber  was  sold  at  the  price  that  it  was  and  should 
be  taken  in  by  some  contractor  who  was  still  working  under  what 
^we  termed  then  a  live  Fleet  Corporation  contract. 

Mr.  KjJiiLEY.  Now,  in  disposing  of  this  lumber,  did  you  try  to  make 
a  thorough  analysis  of  the  needs  of  all  the  contracts  that  were  re- 
stored or  not  canceled  and  see  if  you  could  not  shift  it  from  one  yard 
to  the  other,  instead  of  selling  it  outright? 

Mr.  Yoakum.  We  did  not.  We  were  not  charged  with  that  re- 
sponsibility. 

Mr.  KELiiBr.  I  know;  but  would  not  that  be  a  good  thing  to  do? 
Here  is  the  yard  over  here  that  has  a  restored  ship  and  not  enough 
lumber  on  hand  to  finish  it.  Here  is  another  yard  that  has  lumber  on 
hand.  Would  not  that  be  one  of  the  best  ways  in  which  to  dispose 
of  that  lumber  at  a  reasonable  price,  to  find  a  purchaser  who  was 
going  on  with  his  contract  and  sell  the  lumber  to  him  ? 

Mr.  Yoakum.  Admittedly  that  would  be  one  way  of  disposing  of 
it,  and  was  probably  considered  by  our  construction  people. 

Mr.  Kemjey.  I  understood  that  this  was  all  up  to  you. 

Mr.  Yoakum.  The  disposal  of  salvage  is  all  up  to  me.  I  am  not 
interested  in  the  construction  end  of  it. 

Mr.  Kelley.  You  are  looking  all  the  while  for  the  best  purchaser 
of  the  lumber? 

Mr.  Yoakum.  Yes. 

Mr.  Kelley.  Now,  do  you  make  an  examination  of  all  possible 
purchasers  of  that  kind^  so  that  you  can  determine  whether  or  not 
you  will  sell  this  lumber  to  a  shipbuilder  who  is  building  for  the 
Government  and  make  the  right  kind  of  a  contract  with  him  ? 

Mr.  Yoakum.  Let  me  explain  a  little  how  that  is  handled.  We  are 
not  supposed  to  get  it  until  the  people  in  charge  of  construction  say 
that  they  have  no  further  use  for  it. 

Mr.  Kei^ley,  You  do  not  try  to  sell  it  to  any  other  Government 
yard  at  all? 

Mr.  Yoakum.  Oh,  I  would  not  say  that.  Yes,  we  would ;  certainly. 
There  probably  have  been  a  great  many-  transfers  of  lumber.  In 
other  classes  of  cases  we  transier  from  one  yard  to  the  other,  where 
it  is  needed,  thousands  of  dollars  worth  of  it. 

Mr.  Kelley.  Do  you  know  of  any  of  this  lumber  that  has  been 
piling  up  since  the  cancellation  of  the  contracts  that  has  been  shipped 
from  one  yard  to  another  to  make  up  shortage? 

Mr.  Yoakum.  I  have  not  any  personal  knowledge  of  it.  I  am  not 
personally  acquainted  with  any  transaction  of  that  kind. 

Mr.  Kelley.  There  was  a  report  a  while  ago  that  some  foreign 
Government  had  purchased  all  of  this  lumber  out  here.  Wliat  was 
there  to  that? 

Mr.  Yoakum.  Nothing. 

Mr.  Kelley.  Great  Britain,  I  think. 

Mr.  Yoakum.  The  sales  contract  of  some  fifteen  million  and  odd 
feet.  That  was  negotiated  in  the  Philadelphia  office  with  interests 
in  the  United  Kingdom,  and  the  contract  is  generally  referred  to  as 
the  U.  K.  contract.  Outside  of  that,  I  do  not  know  of  any  transac- 
tion. .  .  .  • 
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Mr.  Keuury.  That  would  be  a  matter  for  the  home  office  to  give  us 
information  about} 

Mr.  Yoakum.  Yes.  The  purchaser  was  J(^n  R.  Walker.  *  That 
was  the  name  under  which  the  contract  was  drawn,  the  purchaser  of 
this  U.  K.  shipment  giving  the  United  Kingdom  bonds. 

Mr.  Kelley.  Do  you  thmk  these  hulls  will  be  purchased  quite  gen- 
erally out  here,  the  wood  hulls  t 

Mr.  Yoakum.  I  do  not  know. 

Mr.  Kellet.  Let  me  ask  this  question  first :  Has  any  of  them  been 
purchased  yet? 

Mr.  Yoakum.  I  understand  some  in  Seattle  have  been  purchased. 

Mr.  Kelley.  Do  you  get  in  touch  with  those  purchasers  and  sell 
them  machinery,  engines,  boilers,  and  all  that  sort  of  thing  ? 

Mr.  Yoakum.  As  soon  as  we  learned  of  the  negotiations  we  under- 
took  to  get  busy  with  them. 

Mr.  Kei^ley.  To  sell  the  machinery  and  the  supplies  necessary  to 
go  with  them? 

Mr.  Yoakum.  Yes.  My  belief  is  that  that  is  one  big  place  for  get- 
ting rid  of  this  machinery. 

Mr.  Kelley.  You  have  a  feeling  that  those  hulls  will  be  disposed 
of  within  a  year,  probably? 

Mr.  Yoakum.  Well,  I  do  not  know  that  I  have  the  feeling.  I  am 
only  hopeful. 

Mr.  Kelley.  Well,  is  it  based  on  anything  you  know  ? 

Mr.  Yoakum.  No;  probably  optimism  more  than  anything  else. 

Mr.  Kelley.  Have  you  talked  with  possible  purchasers? 

Mr.  Yoakum.  Yes ;  a  great  many  are  talking  of  these  hulls  and  the 
possibilities  of  it. 

Mr.  Kelley.  How  much  are  you  going  to  sell  them  an  engine  for. 
and  other  equipment,  on  a  percentage  basis? 

Mr.  Yoakum.  Take  the  Main  engine.  We  have  authority  to  sell 
that  down  to  a  25  per  cent  write-off  of  its  cost.  We  get  as  much 
more  than  that  as  we  can  secure. 

Mr.  Kelley.  But  you  are  going  to  try  to  get  at  least  75  per  cjent  of 
what  you  paid  for  it? 

Mr.  Yoakum.  Yes.  That  is  our  minimum  on  a  machine  of  that 
sort,  the  Main  engines. 

Mr.  Kelley.  If  you  make  a  sale  at  a  lower  price  than  that,  it 
would  have  to  be  approved  at  headquarters? 

Mr.  Yoakum.  Yes. 

Mr.  Kelley.  Have  you  sold  any  outfit  yet  for  any  of  these  hulls? 

Mr.  Yoakum.  No ;  no  complete  outfit.  We  have  simply  sold  parts 
here  and  there — odd  pieces. 

Mr.  Kelley.  How  long  have  you  been  out  on  the  Pacific  coast  ? 

Mr.  Yoakum.  Since  February,  in  this  connection. 

Mr.  Kelley.  You  were  in  the  office  in  headquarters  before  that  ? 

Mr.  Yoakum.  I  was  at  the  headquarters  in  Philadelphia.  I  was 
doing  some  field  work  there  for  the  shipyards  prior  to  tne  armistice. 

Mr.  Kelley.  Where  did  most  of  these  materials  at  the  Seaborn 
yard  come  from? 

Mr.  Yoakum.  Well,  most  of  them  came  from  the  Haniford  Street 
warehouse  in  Seattle. 

Mr.  Kelley.  It  came  from  Seattle? 

Mr.  Yoakum.  Yes. 
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Mr.  Kelley.  Now,  when  the  material  is  taken  out  of  that  ground 
up  there,  who  takes  that  material  over  and  stores  it  and  classifies  it  ? 
Mr.  Yoakum.  Taken  into  Tacoma  ? 
Mr.  Kelley.  Yes. 

Mr.  Yoakum.  The  storekeeper,  the  warehouse  foreman,  and  his 
crew  are  charged  with  the  responsibility  of  it  and  the  care  of  it,  and 
the  accounting  for  the  articles  in  their  custody. 

Mr.  Kelley.  You  just  moved  that  down  there  a  couple  of  weeks 
ago? 

Mr.  Yoakum.  Yes;  it  was  just  i-ecently  started.  It  is  still  in 
process. 

Mr.  Kelley.  How  much  would  you  have  to  expend  on  the  yard  to 
get  it  in  shape? 

Mr.  Yoakum.  In  the  Tacoma  yard  ? 

Mr.  Kelley-.  Yes. 

Mr.  Yoakum.  Well,  we  do  not  know.  We  laid  out  in  the  yard 
there  room  sufficient  for  any  probable  use,  and  we  are  expanding 
only  as  the  need  is  very  apparent  in  order  to  save  the  investment. 

Mr.  Kelley.  You  have  laid  a  lot  of  railroad  tracks  there,  have 
you  not? 

Mr.  Yoakum.  Yes;  we  have  laid  one.  I  do  not  know  whether  they 
have  a  second  track  in  or  not  the  full  length  of  the  property  now,  but 
as  the  need  arises  we  will  put  in  another  track,  etc.  But  we  do  not 
want  the  investment  until  it  is  actually  demonstrated  that  it  is  neces- 
sary for  the  proper  storing  and  caring  of  this  stuff.  The  object  of 
the  track,  I  might  add,  is  for  the  purpose  of  utilizing  locomotive 
cranes  for  the  handling  of  heavy  stuff  and  to  save  this  labor  in  taking 
the  material  out.  . 

Mr.  Kelley.  There  is  a  force  there  on  the  ground,  an  office  there 
on  the  ground,  is  there,  that  handles  that  ?  Suppose  you  make  a  sale 
at  Tacoma  to-day,  and  the  purchaser  goes  up  there  jand  gets  his  mate- 
rial. There  is  an  office  force  right  there  on  the  ground  to  select  the 
goods  for  him  and  to  certify  to  you  just  how  much  was  taken  away? 

Mr.  Yoakum.  Yes;  providing  the  purchaser  has  first  cleared 
himself  through  the  selling  end.  He  would  have  to  get  shipping  no- 
tice and  go  through  all  the  formalities. 

Mr.  Kelley.  He  pays  cash  and  makes  his  arrangements,  and  then 
goes  there  with  the  certification  that  he  is  entitled  to  so  much  stock? 

Mr.  Yoakum.  That  would  be  one  way.  If  he  went  to  the  yard  him- 
self for  delivery,  he  would  have  to  pass  through  the 

Mr.  Kelley.  Otherwise,  you  might  put  it  in  cars  and  ship  it  to 
him? 

Mr.  Yoakum.  Yes;  in  the  usual  commercial  practice,  the  ware- 
house men  not  releasing  it  until  he  has  a  proper  signed  order  from 
the  authorized  persons  to  sell  it. 

Mr.  Kelley.  You  have  a  complete  plan  all  worked  out  whereby 
proper  checks  and  balances  are  preserved? 

Mr.  Yoakum.  Yes;  the  plan  is  all  worked  out,  and  we  are  just  in 
transition.  We  are  changing  from  the  old  plan  to  one  that  is  be- 
lieved to  be  better,  a  better  set-up,  a  better  record,  a  better  safeguard 
for  this  large  work  that  we  have  ahead  of  us. 

Mr.  E^ELLEY.  I  think  that  is  all. 

The  Chairman.  Mr.  Hadley. 

Mr.  Hadlet.  Is  there  a  similar  concentration  yard  at  Los  Angeles? 
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Mr.  Yoakum.  No.  In  Los  Angeles  we  have  only  a  wareboose 
under  lease,  in  which  are  stored  boilers  and  engines  apd  a  small 
amount  of  odds  and  ends  that  were  manufactured  there  locally.  It 
was  a  distributing  house,  and  due  to  the  high  cost  of  transportation 
we  are  trying  to  get  it  into  this  concentration  yard.  I 

Mr.  Hadley.  I  have  no  further  questions. 

Mr.  Kellet.  At  the  Tacoma  yard  would  it  not  have  been  possibk 
to  have  left  that  material  up  at  Seattle  until  you  would  have  had  t 
place  to  put  it  down  there  ?   * 

Mr.  Yoakum.  No  ;  there  were  several  conditions  there  that  Tve  were 
facing.  One  was  that  we  had  to  vacate  the  Haniford  Street  ware- 
house. 

Mr.  Kellet.  Did  you  not  know  that  three  or  four  months  a^o;  did 
they  not  serve  notice  on  you  that  you  would  have  to  i 

Mr.  Yoakum.  Yes :  I  understand  so. 

Mr.  Kellet.  Why  did  you  not  take  steps  then,  if  most  of  this 
stuff  was  on  the  wharf  there,  to  get  your  place  ready?  It  would  not 
be  crowded  like  this.    Have  you  seen  this  stuff  up  there  ? 

Mr.  Yoakum.  Yes*. 

Mr.  Kellet.  Of  course,  I  am  a  layman,  but  it  has  a  very  bad  look 
to  me. 

Mr.  Yoakum.  We  are  just  in  the  development  there.  That  will 
look  entirely  different  30  days  from  now.  We  are  going  to  oil  it  and 
grease  it  and  cover  it,  the  engines  and  boilers  particularly. 

Mr.  Kellet.  Have  you  a  department  under  your  jurisdiction  that 
looks  after  the  physical  end  of  the  thing? 

Mr.  YoAKXTM.  Yes. 

Mr.  Kellet.  See  that  it  has  proper  housing  and  care  and  oiling 
and  greasing  and  all  that  sort  of  thing? 

Mr.  Yoakum.  Yes. 

Mr.  Kellet.  Who  has  charge  of  that ;  what  man? 

Mr.  Yoakum.  Our  man  ofiwer  there  is  at  Portland.  His  name  is 
J.  H.  Wood.  He  has  charge  of  the  section  of  that  department  which 
functions  and  cares  for  and  handles  in  the  warehouses  and  ships  the 
material  for  the  entire  coast.  We  have  subheads  at  these  various 
offices  and  locations.  We  undertake,  through  that  department,  to 
handle  the  mechanics,  and  they  are  all  experienced,  as  the  proper 
ones  to  do  that  sort  of  thing.  We  give  general  directions  as  to  the 
proper  thing  to  do  and  the  ordinary  method  of  construction  and 
they  tryto  carry  it  out. 

Mr.  Kellet.  Is  there  any  special  reason  why  you  should  have 
picked  out  the  Seaborn  yard? 

Mr.  Yoakum.  Only  it  appeared  to  be  the  practical  thing  to  do 
and  the  economical  thing  to  do. 

Mr.  Kellet.  No  district  officer  recommended  that  yard  to  you  ? 

Mr.  Yoakum.  No. 

Mr.  Kellet.  Mr.  Blain  did  not  recommend  that? 

Mr.  Yoakum.  He  did  not. 

Mr.  Kellet.  He  does  not  have  anything  to  do  with  this.  You  are 
as  independent  in  that  department  as  though  you  were  working  for 
a  separate  institution,  I  suppose,  in  construction  work?  ■ 

Mr.  Yoakum.  Except  where  modification  is  necessanr,  yes.    Of 
course,  you  are  speaking  of  Mr.  Blain,  who  was  formerly  with  the     ' 
Fleet  Corporation! 
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,  Mr.  Kbllbt.  Yes. 

Mr.  Yoakum.  He  is  no  longer  co^ected  with  it. 

Mr.  KEiiiiBT.  When  did' you  select  this  Seaborn  yard  as  the  con- 
centration plant? 

Mr.  YoAKiTM.  We  undertook  this  investigation  of  the  site  in  Seattle 
and  the  Puget  Sound  district  some  time  in  April  and  finally  decided 
upon  it  about  the  middle  of  May,  subject  to  concurrence  by  our 
home  office,  which  was  given  at  that  time.  That  was  in  the  latter 
part  of  May.  Following  that,  we  had  60  days  or  more  delav  in  get- 
ting a  contract  drawn  that  was  acceptable  to  both  parties.  There  was 
some  difference  about  the  terms  of  our  original  negotiation. 

Mr.  Kelley.  How  much  rent  do  you  pay  the  Seaborn  people  for 
that  ground  up  there? 

Mr.  Yoakum.  I  think  it  is  $1,750  a  month,  including  the  facilities, 
plant,  rails,  and  things.    I  think  that  is  all  the  property. 

Mr.  Kellet.  In  addition  to  that,  you  put  up  what  structures  you 
need? 

Mr.  YoAKTTM.  Any  additional  that  we  need ;  yes. 

Mr.  Kellet.  What  do  you  do  with  them  when  you  get  through? 

Mr.  Yoakum.  We  have  the  right  of  removal.  Our  intention,  of 
course,  is  only  to  construct  structures  in  a  temporary  way,  only  to 
cover  the  penod  that  they  will  be  necessary,  so  that  our  investment 
there  will  be  as  little  as  possible. 

Mr.  Keli^y.  Do  you  have  meetings  with  men  in  similar  employ 
by  the  Shipping  Board  in  other  sections  of  the  country  so  as  to  get 
the  viewpomt  of  one  another  about  how  to  dispose  of  these  goods? 

Mr.  Yoakum.  We  have  not  had  any  since  we  were  first  organized, 
the  1st  of  June  of  this  year.  Of  course,  we  are  in  daily  touch  with 
the  home  office,  and  we  are  all  under  the  direction,  of  course,  of  the 

general  procedure  and  general  policy  as  laid  down  by  them.  Our 
eld  of  work  is  simply  to  carry  out  those  procedures.  Owing  to  our 
distances  here  we  are  sometimes  forced  into  using  our  own  judgment, 
and  we  would  not  get  action  otherwise. 

Mr.  Kelley,  Thev  forget  you  out  here  sometimes.    That  is  all. 

The  Chairman.  Mr.  Yoakum,  you  said  you  had  some  talks  with 
Mr.  Ward  over  the  telephone.    What  were  those  talks  about? 

Mr.  Yoakum.  The  only  time  I  recall  talking  to  Mr.  Ward  was 
some  months  ago,  before  our  present  work  was  taken  up;  in  fact, 
before  our  present  division  was  organized,  and  in  connection  with 
some  information  on  the  canceled  contract  adjustment  work  in  some 
way;  some  information  that  the  Philadelphia  office  desired. 

'The  Chairman.  It  had  nothing  to  do  about  His  purchasing  any 
material  ? 

Mr.  Yoakum.  Nothing  whatever. 

The  Chairman.  Now,  at  any  of  those  conferences  at  which  Mr. 
Shortts  was  present  did  he  state  that  the  Gray's  Harbor  Motorship 
Corporation  would  like  to  buy  some  of  this  lumber  ? 

Mr.  Yoakum.  I  do  not  recall  that  he  did,  and  I  will  state  why. 
Of  course,  as  far  as  I  know,  there  is  only  one  conference  that  he 
was  at,  where  I  was  present  at  least,  and  I  can  not  recall  of  his  hav- 
ing made  any  such  statement.  The  statements  made  to  me  then 
were  that  this  lumber  was  desired  by  Mr.  Magee  and  his  associates 
for  the  purpose  of  repair  work  at  their  marine  railway  and  for  the 
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construction  of  one  or  more  small-type  vessels,  the  contract  for 
which  they  had  or  were  about  to  secure  at  that  time. 

The  Chairman.  That  was  the  understanding  you  had  when  ihs 
contract  for  the  sale  was  consummated? 

Mr.  Yoakum.  Yes;  that  was  the  impression  that  was  left  at  thit 
meeting. 

The  Chairman.  Have  you  subsequently  learned  that  this  lumber 
is  to  be  used  by  the  Gray's  Harbor  Motorship  Corporation  for  the 
construction  of  barkentines? 

Mr.  Yoakum.  No;  I  can  not  say  that  I  have  had  that  informa- 
tion before.  There  is  so  much  talk  about  contracts  going  around  in 
the  air  generally,  and  this  fellow  and  that  fellow,  that  I  do  not  know 
that  I  could  tie  one  to  the  Gray's  Harbor  Motorship  Co. 

The  Chairman.  Have  you  offered  any  commission  to  anybody  to 
sell  this  lumber? 

Mr.  Yoakum.  Positively,  no. 

The  Chairman.  Has  the  Fleet  Corporation? 

Mr.  Yoakum.  No,  sir. 

The  Chairman.  And  you  are  not  authorized  to  pay  anybody  who 
would  procure  a  purchaser? 

Mr.  Yoakum.  We  are  handling  none  of  our  sales  on  a  commission 
basis  of  any  kind,  as  being  contrary  to  the  policies  that  we  have  had 
laid  out  for  us. 

The  Chairman.  What  railroad  were  you  connected  with? 

Mr.  Yoakum.  I  was  connected  for  several  years  with  both  the  Santa 
Fe — that  is,  the  old  Frisco  lines  in  Texas — ^and  Texas  &  Missouri. 

The  Chairman.  Were  you  connected  with  any  lumber  companies 
in  the  South  and  in  Texas? 

Mr.  Yoakum.  I  was  at  one  time  connected  with  the  Kirbv  Lnm- 
ber  Co. 

The  Chairman.  Where  is  the  home  office  of  that  company? 

Mr.  Yoakum.  The  home  office  is  in  Houston,  Tex.  Their  opem- 
tions  are  throughout  the  east  Texas  section,  the  lumber  belt. 

The  Chairman.  Did  vou  know  Mr.  Heynan  when  you  were  in  the 
South  ? 

Mr.  Yoakum.  No  ;  I  did  not  know  Mr.  Heynan  at  the  time  of  mv 
connection  with  the  luml)er  company.  It  was  after  that  some  time 
when  I  first  came  in  touch  with  him.  In  fact,  it  was  during  his  ad- 
ministration as  lumber  supervisor  or  director  of  the  Fleet  Corpora- 
tion wlien  I  first  knew  him. 

The  Chairman.  Now,  if  this  machinery  had  been  permitted  to  re- 
main at  the  Hanfford  Street  docks  there  in  Seattle,  what  was  the 
Fleet  Corporation  paying  for  rental  there? 

Mr.  Yoakum.  I  will  not  be  sure  about  this,  but  I  think  the  aggre- 
gate amount  for  inside  and  outside  storage  was  about  $900  a  month. 

The  Chairman.  They  served  notice  on  you  to  remove  it  J 

Mr.  Yoakum.  Yes;  at  various  times.  They  served  notice  on  the 
Seattle  officers  of  the  corporation. 

The  Chairman.  What  would  have  happened  if  you  had  not  re- 
moved it? 

Mr.  Yoakum.  Well,  I  do  not  know  that  I  can  answer  that.  I  donit 
know  what  could  have  happened. 

The  Chairman.  Are  vou  related  to  Mr.  B.  F.  Yoakum  ? 
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Mr.  Yoakum.  Yes ;  I  am  a  nephew. 

The  Chairman,.  If  it  should  be  decided  to  reinstate  some  of  these 
wood-ship  contracts  it  would  be  necessary  for  new  lumber  to  be  pur- 
chased, assuming  that  the  lumber  in  that  vicinity  has  been  taken  from 
the  yards  and  sold,  would  it  not? 

Mr.  Yoakum.  Yes;  under  that  assumption  it  wopld  be  necessary. 

The  Chairman.  And,  of  course,  the  Fleet  Corporation  then  will 
have  to  pay  the  market  price  for  the  lumber,  this  additional  lumber, 
on  account  of  reinstatements,  and  will  also  lose  the  amount  of  the 
cosft  price  which  has  been  sold  at  a  sacrifice  ? 

Mr.  Yoakum.  That  is  correct ;  but  mav  I  make  a  statement  here  ? 

The  Chairman.  Certainly. 

Mr.  Yoakum.  There  has  been  no  lumber  removed  from  the  yard 
that  has  a  partially  finished  hull  on  its  ways  where  such  lumber  was 
of  the  kind  and  class  and  of  the  specifications  to  finish  that  hull. 
Due  to  the  continued  agitation  on  tne  question  of  reinstatement  of 
those  that  were  on  the  ways  or  partially  constructed,  we  have  re- 
frained from  touching  that  part  of  it.  This  condition  might  occur, 
and  did  occur,  I  believe :  A  shipyard  might  have  two  partially  fin- 
ished hulls  on  its  ways,  and  the  estimated  requirements  to  complete 
those  hulls  would  be  1,000,000  feet.  There  might  be  1,000,000  feet  of 
lumber  in  the  yard  that  we  have  sold,  or  would  have  sold ;  but  per- 
haps 200,000  feet  of  that,  we  will  say,  would  be  all  that  was  actually 
suitable  for  and  of  the  class  intended  to  finish  those  particular  two 
hulls.  Their  stage  of  construction  was  such  that  the  lumber  was  not 
of  the  kind  needed,  but  it  was  for  other  work  on  other  hulls.  That 
sometimes  is  confused,  unless  it  has  been  presented  to  you  before. 

The  Chairman.  Do  you  recall  having  sold  or  having  issued  orders 
for  the  removal  of  any  lumber  at  the  Tacoma  shipyards,  and  send- 
ing your  force  of  men  down  there  to  get  it,  and  they  were  not  per- 
mitted to  take  it  away  ? 

Mr.  Yoakum.  Yes;  such  instructions  were  issued  through  rep- 
resentatives of  my  department,  with  the  reservation  that  any  part 
of  that  lumber  that  would  be  required  for  those  two  hulls,  partially 
finished,  on  the  ways,  or  reinstated,  would  not  be  moved  at  this  time. 
Other  than  that,  we  did  request  that  it  be  moved  under  this  sales  con- 
tract. 

The  Chairman.  Now,  assuming  that  you  can  not  get  your  price, 
your  minimum  price  for  lumber  which  is  located  around  the  various 
yards,  have  you  in  contemplation  the  removal  of  that  lumber  to  a 
concentration  plant? 

Mr.  Yoakum.  No;  the  values  would  not  justify  that  expense,  but 
the  present  sales  contract  now  in  effect  take  up  all  the  surplus  lum- 
ber, as  we  term  it,  on  the  Pacific  coast,  and  we  have  no  more  for 
sale,  except  odds  and  ends,  a  clean-up  proposition.  That  is,  it  will 
not  pass  the  inspection  required  in  the  sales  contract. 

The  Chairman.  Well,  there  was  lumber  delivered  to  some  of  the 
yards  long  after  the  contracts  were  canceled,  was  there  not  ? 

Mr.  Yoakum.  Well,  my  information  on  that  is  only  what  I  may 
have  absorbed  in  my  activities,  not  having  that  direct  jurisdiction, 
but  I  do  not  think  so,  except  such  as  might  have  been  in  transit  at 
the  time  of  suspension. 

I  might  say  here  that  we  had  in  adjustment  work  with  the  saw- 
mills something  over  4,000,000  feet,  if  I  recall  the  figures,  of  cut 
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timber  ready  for  shipment,  which  we  would  not  let  them  send  to  the  ^ 
shipyard  after  suspension.  ♦ 

The  Chairman.  Has  any  property  come  into  your  [jurisdiction 
as  the  result  of  the  cancellation  of  any  of  the  concrete  ships? 

Mr.  Yoakum.  Not  to  my  knowledge;  no. 

The  Chairmaji.  No  concrete  or  the  stuff  they  mix  with  it,  or  any- 
thing of  that  sort? 

Ift.  Yoakum.  No,  sir.  I  do  not  think  the  construction  people  have 
released  any  of  that  from  the  concrete  plants. 

The  Chairman.  The  construction  people? 

Mr.  Yoakum.  The  construction  division. 

The  Chairman.  Oh,  yes. 

Mr.  Yoakum.  Of  our  Fleet  Corporation. 

The  Chairman.  Of  the  Fleet  Corporation? 

Mr.  Yoakum.  Yes. 

The  Chairman.  Do  you  have  any  knowledge  of  any  material  hav- 
ing been  stolen  from  any  yard  or  any.  concentration  plant  or  any 
ship  ? 

Mr.  Yoakum.  No  ;  I  have  no  knowledge  of  any  theft  in  the  yards. 

The  Chairman.  Of  course,  if  it  was  on  a  ship  under  the  jurisdic- 
tion of  the  Bureau  of  Operations,  rather  than  the  construction  de- 
partment, you  would  not  have  anything  to  do  with  that,  in  any  way, 
I  siippose? 

Mr.  Yoakum.  No  ;  I  would  only  get  that  by  hearsay. 

The  Chairman.  Now,  do  you  have  jurisdiction  oi  material  taken 
from  a  ship  which  has  been  put  into  a  yard  for  repairs  and  different 
machinery  or  equipment  installed  and  taken  off.  Does  that  come 
to  you? 

Mr.  Yoakum.  Do  you  mean  by  reason  of  any  change  in  plans? 

The  Chairman.  Yes. 

Mr.  Yoakum.  That  will  come  to  me  when  our  construction  division 
releases  it,  as  having  been  determined  as  surplus,  as  having  no  fur- 
ther value  under  the  present  live  contract. 

The  Chairman.  Has  some  such  material  as  that  come  to  you  ? 

Mr.  Yoakum.  I  think  so.  I  know  it  has  either  come  or  gone 
away.    We  are  to  take  over  that  and  any  other  surplus  materials. 

The  Chairman.  Does  your  department  take  any  steps  to  protect 
any  of  this  lumber  or  timber  in  the  yards  to  prevent  checking  or  ex- 
posure to  the  weather,  before  it  is  sold  or  removed  ? 

Mr.  Yoakum.  Of  course,  we  had  that  up  as  a  very  live  subject 
before  us.  I  can  not  say  that  we  took  any  actual  physical  steps  to  do 
it,  because  of  the  expense  involved.  We  were  hoping  some  plan 
would  present  itself  to  turn  this  over  and  get  rid  of  it  and  save  the  de- 
terioration and  the  very  heavy  rehandling  cost  in  a  case  of  that  kind. 
Perhaps  at  Sanderson  &  Porter,  one  of  the  contractors  up  near 
Seattle,  we  sent  out  an  investigation  crew  a  time  or  two  to  see  some 
of  the  timber  there  under  water,  and  decided  then  that  it  was  only 
a  matter  of  BO  or  60  days,  to  allow  it  to  remain.  We  did  have  it  as 
a  matter  of  discussion  before  us  all  the  time,  so  that  there  would  be 
no  loss  that  could  be  prevented  with  any  reasonable  cost. 

The  Chairman.  I  think  you  said  you  had  no  knowledge  of  any 
thefts  that  was  upon  property  within  your  jurisdiction? 

Mr.  Yoakum.  I  should  qualify  that  in  connection  with  the  one  in 
San  Francisco.    There  is  an  investigation  going  on  or  being  con- 
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ducted  in  regard  to  that — ^by  a  former  representative  of  the  Fleet,  a 
theft  is  charged.    I  forgot  tnat  there  was. 

The  Chairman.  You  had  some  correspondenee  with  Mr.  BoUinson 
about  that? 

Mr.  Yoakum.  I  have  simply  advised  him  of  the  reported  condition. 
As  to  our  jurisdiction,  I  want  to  show  the  reason  I  am  not  in  charge 
of  that,  our  jurisdiction  was  assumed  only  after  a  full  physical  in- 
ventory was  made,  when  it  became  known  that  there  were  some  pos- 
sible irregularities  there. 

The  Chairman.  Have  you  sold  any  property  of  any  sort  to  the 
Bethlehem  Corporation,  or  have  you  negotiations  under  way  with 
them — ^machinery  or  pumps  or  windlasses  or  winches? 

Mr.  Yoakum.  I  do  not  know  of  any.  It  may  have  been  done  in 
the  ordinan'^  course  of  events.    I  do  not  know. 

The  Chairman.  Or  the  Moore  Co.? 

Mr.  Yoakum.  No;  I  do  not  recall  anything  there*  I  do  not  say  it 
has  not  been  done,  but  nothing  other  than  the  general  run  of  things, 
if  that  has  occurred. 

The  Chairman.  I  do  ,not  think  of  anything  else.  Mr.  Hadley, 
have  you  any  questions  ? 

Mr.  Hadlet.  No:  thank  you. 

The  Chairman.  Mr.  Kellev  ? 

Mr.  EleiXiEy.  No. 

The  Chairman.  I  think  that  is  all,  Mr.  Yoakum.  I  guess  that  will 
permit  you  to  make  your  train. 

Mr.  Yoakum.  Thank  you  very  much.    If  I  can  be  of  any  further 
assistance,  I  will  stay  over,  but  otherwise  I  am  very  anxious  to  get  ^ 
away. 

The  Chairman.  I  do  not  think  of  anything  further. 

Mr.  Yoakum.  Thank  vou  verv  much. 

STATEMENT  OF  CAPT.  C.  F.  HALL,  STATE  PILOT,  SAN  FRANCISCO, 

CAUF. 

The  Chairman.  I  understand,  Captain,  that  you  have  some  in- 
formation that  you  desire  to  give  the  committee? 

Capt.  Halii.  Well,  I  think  I  have  a  little  that  you  might  like  to 
hear. 

The  Chairman.  Will  vou  give  your  name  to  the  stenographer? 

Capt.  Haij^  C.  F.  Hall. 

The  Chairman.  Your  first  name  ? 

Capt.  Hall.  Charles  F.  Hall. 

The  Chairman.  Where  do  you  reside? 

Capt.  Hall.  I  reside  at  1152  Castro  Street. 

The  Chairman.  What  is  your  occupation,  Captain  ? 

Capt.  Hall.  My  occupation  is  State  pilot  between  here  and  Port 
Costa  and  Benicia. 

The  Chairman.  How  long  have  you  been  a  pilot? 

Capt.  Hall.  I  have  been  a  pilot  up  there  for  five  years,  and  I  am 
a  master  mariner.    I  have  beeri  to  sea  now  for  about  45  years. 

The  Chairman.  Have  you  had  any  dealings  with  any  official  of 
the  Fleet  Corporation  relative  to  pilotage  or  towage? 

Capt.  Hali^.  Yes,  sir. 
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The  Chairma?^.  Now,  will  you  state  to  the  committee  just  what 
dealings  you  have  had  and  what  information  you  desire  to  present  i 

Capt.  Mall.  Yes.  All  vessels  go  through  here  to  Port  Costa,  and 
up  there,  under  foreign  register.  They  are  supposed  to  have  State 
pilots  to  pilot,  unless  the  master  of  the  ship  has  a  pilot's  papers  for 
these  waters,  when  he  can  do  the  piloting,  but  a  tugboat  can  not. 
The  captain  with  a  Federal  license,  with  a  pilot's  license;  that  is,  a 
captain  of  any  other  boat  can  go  onto  a  ship  with  foreign  register, 
whereby  these  tugboats  go  on  tnese  boats  and  go  up  there,  but  that 
part  of  it  does  not  have  anything  to  do  with  your  case.  I  should  not 
have  said  that. 

The  Chairman.  That  is  all  right.  Captain. 

Capt.  Hall.  But,  you  see,  my  rates  for  piloting  the  Shipping 
Board's  boats  or  ships  under  register  up  there  was,  up  to  the  9th  of 
March,  about  one-third  of  what  the  tugboat  rates  were,  but  I  got  all 
of  the  naval  ships  that  the  Shipping  Board  turned  over  to  the  Na\nr, 
and  now  and  then  I  would  get  one  of  the  Shipping  Board's  ship& 
Then,  after  they  stopped  turning  over  these  Shipping  Board's  ships 
to  the  Navy,  which  was  on  the  1st  of  March,  for  three  months  I  did 
not  get  any  ships  at  all,  until 

The  Chairman.  Did  you  try  ? 

Capt.  Hall.  Yes ;  I  went  every  time  a  ship  was  assigned  to  any  of 
these  people. 

Then,  1  went  down  with  one  of  the  Shipping  Board's  ships,  that 
came  from  up  north,  from  British  Cohimbia,  with  wheat,  for  up  the 
river,  and  the  captain  engaged  me.  The  captain  engaged  me,  and 
Grace's  shipping  man  came  down  to  the  wharf  and  said  that  I  could 
not  take  her  up.  He  said  they  wanted  a  tugboat,  on  Mr.  Rosseter^s 
orders,  he  said.  I  said,  "That  is  just  what  I  have  been  working 
for." 

Oh,  yes;  just  before  this  they  canceled  five  ships  that  had  been 
assigned  for  me  to  take  up  the  river  for  the  diflferent  people,  the 
Pacific  Steamship  Co.,  Williams,  Diamond  &  Co.  They  have  one  or 
two  that  they  were  willing  to  have  me  take  up,  and  I  think  Swan  ^ 
Hoyt.     All  had  ships  that  they  had  assigned  for  me  to  take  up. 

The  Chairman.  Who  assigned  them? 

Capt.  Hall.  W^ell,  the  superintendent  of  each  one  of  these  com> 
panics. 

The  Chairman.  Yes. 

Capt.  Hall.  Where  I  went  to  them  to  engage  them. 

The  Chairman*  Yes,  sir. 

Capt.  Hall.  And  I  asked  them  their  reasons,  if  I  had  not  given 
satisfaction.  I  worked  her<k  for  all  these  years,  and  they  come  out 
and  said  they  had  orders,  but  they  would  not  tell  me  where  thosft 
orders  came  from. 

Then,  when  Grace's  man  came  up  and  said,  "  It  is  orders  from  Mr. 
Rosseter,"  the  manager  of  the  tugboat  company  came  on  up,  and  he 
told  me  the  same  thing,  that  it  was  Rosseter's  orders. 

The  Chairman.  What  is  his  name.  Captain? 

Capt.  Hall.  His  name  was  Crowley. 

The  Chairman.  Crowley? 

Capt.  Hall.  Tommy  Crowley,  the  agent  and  partner  of  Mr.  Ros- 
seter in  business  there.  He  is  the  biggest  stockholder  in  the  tugboat 
company. 
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The  Chairman.  What  is  the  name  of  that  company  ? 
Capt.  Hall.  It  is  the  "  Redstacks,"  they  call  it  here. 
The  Chairman.  Do  you  know  who  the  owners  of  that  are? 
Capt.  Hall.  The  owners? 

The  Chairman.  Wlio  compose  that  company,  besides  Mr.  Ros- 
seter? 

Capt.  Hall.  Crowley  is  a  big  stockholder — Sutten  &  Cliristen- 
son  ;  McCormick  &  McCall.    I  understand  they  are  stockholders  in  it. 
The  Chairman.  Mr.  Tynan? 
Capt.  Hall.  Tynan?    No,  sir;  he  is  not. 
The  Chairman.  Mr.  Rosseter,  you  are  quite  sure  is? 
Capt.  Hall.  Oh,  yes.    He  is  one  of  the  directors  of  it,  too. 
The  Chairman.  Who  was  the  man  from  Grace  &  Co.  that  told  you 
this? 

Capt.  Hall.  Williams  is  his  name.     He  attends  to  the  shipping 
part  of  it  for  Grace  &  Co. 

The  Chairman.  William  R.  Grace  &  Co.  ? 
Capt.  Hall.  Yes,  sir. 
The  Chairman.  Yes,  sir. 

The  Chairman.  They  are  ship  operators  here? 
Capt.  Hall.  Yes,  sir;  they  are  ship  operators  here.    Mr.  Rosseter, 
I  believe,  is  president  of  the  company,  or  was  president  or  manager. 
The  CHAIR3IAN.  Let  me  see  if  I  understand  you,  Captain? 
Capt.  Hall.  Yes,  sir. 
The  Chairman.  You  tell  a  straight  story. 
Capt.  Hall.  Yes,  sir. 

The  Chairman.  And  on  the  record  I  just  want  to  see  if  I  under- 
stand you  as  you  go  along. 
Capt.  Hall.  Yes,  sir. 

The  Chairman.  You  had  been  in  the  habit  of  getting  these  ships 
from  tlie  various  ship  operators? 
Capt.  Hall.  Yes,  sir. 
The  Chairman.  Up  to  the  1st  of  March? 
Capt.  Hall.  Yes,  sir. 

The  Chairman.  And  then  you  only  got  one  or  two,  or  a  few? 
Capt.  Hall.  Yes,  sir;  just  a  few.    I  was  not  making  expenses. 
The  Chairman.  Now,  after  that,  at  some  time,  you  had  assigned 
to  you  four  or  five  ships  to  pilot? 
Capt.  Hall.  Yes,  sir. 

The  Chairman.  And  vou  went  to  go  aboard  one,  and  you  met 
the  manager  or  superintendent  of  Grace  &  Co.  ? 
Capt.  Hall.  Yes,  sir. 

The  Chairman.  And  he  told  you  that  they  were  to  be  taken  up  by 
tugboat  ? 

Capt.  Hall.  Yes,  sir. 
The  Chairman.  Towed  or  alongside? 
Capt.  Hall.  No  ;  that  they  were  piloting  them  up. 
The  Chairman.  Oh,  the  tugboat  would  go  ahead,  and  they  would 
follow  them  up? 
Capt.  Hall.  Yes. 

The  Chairman.  And  that  he  told  you,  and  also  Mr.  Crowley,  that 
that  was  being  done  by  Mr.  Rosseter's  orders? 
Capt.  Hallt.  Yes,  sir. 
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The  Chairman.  And  did  you  get  any  of  those*  five  ships,  or  were 
they  all  taken  up  by  tug?  ^        C       i 

Capt.  Hall.  I  never  got  one.  They  w^re  all  taken  up  by  tugs. 
Mr.  McGlauflin  of  the  San  Francisco  Tugboat  Co. — ^they  had  one 
tugboat  here,  and  they  were  getting  no  business,  and  they  sent  a 
telegram  to  Washington  to  Mr.  Bosseter,  and  he  said  he  would  look 
into  it  and  answer  the  telegram,  and  there  was  a  circular  letter  came 
out  to  Mr.  Ebey,  I  believe,  of  the  Operating  Department  here,  where 
he  turned  these  ships  over.  Then  they  commenced  to  give  me  ships 
after  that  letter  came  out.  They  gave  them  to  me  for  about  two  or 
three  weeks  .  I  got  quite  a  number.  Then  they  went  right  back  into 
the  old  ring  again. 

Then,  I  came  up  and  talked  to  Mr.  Ebey  twice  regarding  the  mat- 
ter. He  said  he  couldn't  do  anything.  That  was  before  the  circular 
letter  came  out,  and  the  last  time  I  went  to  him  he  said,  ^'^  You  need 
not  come  around  any  more."  He  said  he  hadn't  time  to  talk  with 
me.     I  said,  "  Very  well." 

The  Chairman.  He  said  he  had  not  time  to  talk  with  you  about  it? 

Capt.  Hall.  Yes.  I  said  "  Very  well."  He  wanted  to  turn  me 
over  to  his  assistant,  and  I  had  been  to  him  and  had  been  kind  of 
called  down  some,  and  I  didn't  want  to  go  to  him  any  more,  and  I 
said,  '*  I  want  to  talk  with  you,  not  with  him,  because  these  five  ships 
were  taken  away  from  me."  He  was  up  at  Seattle,  Mr.  Ebey  was, 
and  I  thought  that  he  was  connected  with  these  other  parties  in 
some  way,  or  was  giving  orders  to  them.     So  I  said,  "  Very  well."" 

Then,  after  I  found  out  what  Mr.  Rosseter  did,  I  wrote  him  a  let- 
ter. I  wanted  to  get  an  answer  from  Mr.  Ebey,  and  went  on  for 
a  couple  of  weeks,  until  I  met  him  on  the  street.  I  said,  "  Did  you 
receive  that  letter  of  mine  "  ?  He  said,  ves,  and  he  turned  it  over 
to  his  assistant.  So  I  said  no  more  to  him,  and  a  month  after  that  I 
got  an  answer  to  it  from  him. 

The  Chairman.  Now,  Captain,  does  it  cost  more  to  take  the  ship 
up  the  bay  following^  a  tugboat  than  it  does  to  put  a  pilot  in  the 
pilot  house  and  take  it  up  ? 

Capt.  Hall.  Yes,  sir;  it  costs  one-third  more. 

The  Chairman.  What  are  your  rates? 

Capt.  Hall.  My  rate  is  $2.50  a  foot  up. 

The  Chairman.  Draft? 

Capt.  Hall.  Draft,  and  $2.50  a  foot  down. 

The  Chairman.  How  far  up  does  that  rate  apply? 

Capt.  Hall.  That  rate  applies  anywhere  from  here  to  Vallejo  and 
Port  Costa. 

The  Chairman.  That  is  28  or  30  miles  to  Vallejo. 

Capt.  Hall.  It  is  25  miles  to  Vallejo  and  25  miles  to  Port  Costa. 

The  Chairman.  You  say  it  costs  $33  or  $35  to  go  up  following  a 
tug? 

Capt.  Hall.  Following  a  tug,  it  cost,  from  last  November  up  to 
the  1st  of  March,  $125. 

The  Chairman.  They  do  not  make  it  on  the  draft  basis? 

Capt.  Hall.  No,  no.    They  charge  for  the  run. 

The  Chairman.  For  the  distance;  for  the  run? 

Capt.  Hall.  Yes;  and  my  rate  is  $2.50,  and  I  take  the  ship  right 
up.  The  Shipping  Board's  ships  draw  about  13  feet  going  up,  and 
then  coming  down  they  paid  from  $24  to  $26. 
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The  Chairman.  Oh^  yes.  Now,  did  anybody  ever  iell  you,  Captain, 
that  the  Shipping  Board  people  here  had  nothing  to  do  with  this 
piloting,  but  that  that  was  up  to  the  steamboat  operators  ? 

Capt.  Hall.  Yes,  sir. 

The  Chairman.  Who  told  you  that? 

Capt.  Hall.  Mr.  Ebey  and  his  assistant  both  told  me  every  time  I 
came  up  there  to  make  complaints. 

The  Chairman.  Was  that  before  or  after  this  circular  letter  came 
out! 

Capt.  Hall.  It  was  before  and  after ;  both,  sir. 

The  Chairman.  Now,  I  am  going  to  read  you  Circular  Letter  No. 
94,  dated  May  20,  1919,  on  the  letterhead  of  the  Division  of  Opera- 
tions, United  States  Shipping  Board,  Emergency  Fleet  Corporation, 
San  Francisco,  Calif. : 

CIRCULAR  LETTER   NO.    94. 

Managers  and  Operators  Shippitiif  Board  VesseU,  ^an  Francisco: 

Gentlemen  :  Attention  is  calle*!  to  the  existing  facilities  for  linmllinjf  board 
\-essels  in  and  about  San  Francisco  Bay,  consisinp  of  the  California  Tugboat  Co., 
the  Shipowners  &  Merchants  Tugboat  (^o.,  and  river  pilot  C.  H.  Hall. 

It  is  the  desire  of  the  Shipping  Board  that  business  be  divided  among  com- 
petent and  responsible  parties  who  can  give  safe  and  satisfactory  service  at 
the  lowest  rates. 

With  this  in  view,  please  see  that  such  reasonable  division  is  made  covering 
vessels  allotted  to  you.  You  are  exi)ecte<l  to  see  that  tugboats  in  reasonable 
number  are  used  only  when  the  occasion  warrants  and  as  the  safety  of  the 
vessel  demands. 

Yours,  very  truly, 

Division  of  Opkrationh. 
Manager  Operating  Department. 
WK:SG. 

Now,  do  you  know  whether  those  initials  "  WK  "  probably  stand 
for  Mr.  Kincaid? 

Capt.  Hall.  Kincaid — that  is  the  man  I  was  trying  to  think  of. 

The  Chairman.  He  is  the  assistant  to  Mr.  Ebey? 

Capt.  Hall.  He  is  the  assistant  to  Mr.  Ebey ;  yes,  sir. 

The  Chairman.  Did  you  ever  have  any  complaint  from  any  of  the 
ship  operators  or  masters  as  to  your  services? 

Capt.  Hall.  No,  sir;  not  a  man;  and  I  went  to  every  one  of  them 
and  asked  them  if  they  had  any  complaint  against  me,  when  these 
vessels  were  canceled. 

The  Chairman.  Did  you  ever  get  into  any  difficulty  in  taking 
ships  up  and  down  the  bay  ? 

Capt.  Hall.  No,  sir;  never  cost  the  Shipping  Board  or  antone  else 
a  5-cent  piece  in  the  way  of  a  loss.  The  tugboats  did  cost  the  Navy ; 
that  is,  one  of  the  Shipping  Board  boats  that  it  turned  over,  $17,000, 
by  putting  her  ashore  up  here,  the  West  Zooke, 

The  Chairman.  She  was  following  a  tugboat  and  went  ashore? 

Capt.  Hall.  She  was  following  a  tugboat  and  went  ashore,  and 
they  ran  her  on  to  the  flats,  and  she  was  five  days  on  the  flats,  and 
they  had  to  pump  the  water  out  of  her.  They  had  to  pump  the  oil 
all  out  of  her  with  double  pumps,  and  they  had  to  have  the  boats 
tow  her,  one  of  the  Standard  Oil  ships,  before  they  could  get  her  off, 
and  they  brought  her  back  and  put  her  on  the  dry  Aock,  and  then  they 
sent  for  me  to  take  her  up. 

The  Chairman.  And  have  the  job  done  right  ? 
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Capt.  Halj:^.  Yes. 

The  Chairman.  How  many  tugboats  are  there  operating  down 
there  now? 

Capt.  Hai^.  I  don't  know.  There  is  only  one  company  really,  out- 
side of  this  California  company.  They  went  and  laid  up.  They 
couldn't  make  anything? 

The  Chairman.  Did  they  get  any  boats? 

Capt.  Hall.  I  think  they  only  got  two  Shipping  Board  ship^s. 

The  Chairman.  Do  you  do  some  piloting  for  the  Navy  occa- 
sionally ? 

Capt.  Hall.  I  do  all  their  piloting  from  here,  outside  of  what  they 
don't  have  the  regular  pilot  take  there  in  the  navy  yard. 

The  Chairman.  Capt.  Kenney? 

Capt.  HAii.  No ;  his  name  is  Capt.  Wheeler. 

The  Chairman.  Oh,  Capt.  Wheeler? 

Capt.  Hall.  Yes.    I  was  up  there  Saturday  with  one  of  their  ships. 
-  The  Chairman.  Now,  is  there  anything  in  connection  with  this 
matter  further,  Captain,  that  you  would  like  to  give  us  ? 

Capt.  Hall.  Now,  take  the  Swain  &  Hoyt  people.  I  went  to  them, 
and  they  said,  *'Well,  the  ship  has  no  steam  up;  we  have  to  take 
tugboats."  So  I  thought  to  myself  I  will  go  down  there  and  see 
about  that.  So  I  went  down  and  went  abroad,  and  I  said, "  Have  yon 
got  steam  up,  so  that  you  are  going  up  under  full  steam  ?  "  He  said* 
"  Yes,  sir."  I  said,  "  I  understand  that  you  could  not  get  up  steam 
from  your  boilers."  He  said,  "No;  we  are  going  up  unaer  full 
steam."  So  I  went  back  up  to  Swain  &  Hoyt's — ^that  is,  to  their 
agent — and  I  said,  "  You  misinformed  me."  I  thought  somebody 
misinformed  me.  That  was  his  port  company  that  they  have. 
"  Well,"  he  says,  "  I  don't  know ;  that  is  what  they  told  me."  So 
the  next  morning,  when  she  was  about  to  go,  I  was  down  there.  It 
was  slack  water,  and  they  put  two  tugboats  on  that  boat  to  take  her 
out  into  the  stream. 

The  Chairman.  To  tow  her  out? 

Capt.  Hall.  To  tow  her  out  into  the  stream  while  she  had  her  full 
steam  up.  There  are  quite  a  number  of  cases  just  like  that,  where 
they  had  on  double  tugboats,  where  another  one  was  needed.  If 
they  had  a  pilot,  it  was  not  needed  at  all. 

Another  time  I  brought  a  ship -down.  They  wanted  to  know  if  I 
wanted  a  tugboat.  I  said,  "No;  I  don't  want  any  tugboat  to  dock 
the  ship  at  all." 

The  Chairman.  Is  it  customarv  here,  in  normal  weather  condi- 
tions,  Captain,  for  these  cargo  steamers  to  come  up  the  Lay  and 
dock  without  tiiffboat  assistance? 

Capt.  Haix.  Well,  it  used  to  be,  but  of  late  they  use  tugboats  a  good 
deal.  I  never  used  them.  I  worked  for  one  company  here  20  years. 
I  was  master  for  them  26  years,  and  it  was  criminal  for  years  for  the 
master  to  use  a  tugboat  here  in  the  bay  unless  it  was  dropped  down 
or  no  steam  up. 

The  Chah^man.  Do  you  have  a  State  law  here  that  is  similar  to  the 
law  in  some  of  our  Eastern  States,  that  a  ship  coming  in  is  required 
to  take  the  pilot  that  sights  it  first? 

Capt.  Hall.  Yes ;  we  have  that  law  over  the  bar. 

The  Chairman.  How  is  that? 
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Capt.  Hall^  Over  the  bar.  Over  there  they  are  inside.  ■  My  State's 
pilot's  license  is  from  her©  up  the  river. 

The  Chairman.  Up  to  Vallejo? 

Capt.  Hall.  Vallejo  and  Port  Costa. 

The  Chairman.  You  do  not  go  outside  of  the  bar? 

Capt.  Hall.  I  don't  go  beyond  the  bar.    There  are  two  of  us  pilots. 

The  Chairman.  Does  that  apply  to  a  vessel  at  the  dock  going  out? 

Capt.  Hall.  Yes ;  from  the  dock  going  out. 

The  Chairman.  Now,  a  vessel  at  the  dock,  tied  up,  ready  to  go  out, 
is  she  supposed  to  take  the  first  pilot  that  makes  application  ? 

Capt.  Hall.  To  go  up  the  river? 

The  Chairman.  Yes. 

Capt.  Hall.  Or  out  over  the  bar? 

The  Chairman.  To  go  up  the  river. 

Capt.  Hall.  Up  the  river,  there  are  only  two  of  us,  and  there  is  not 
enough  of  this  business  for  the  two  of  us. 

The  Chairman.  No  ;  I  understood  you  to  say  that  a  vessel  coming 
in  is  supposed  to  take  the  first  pilot  who  sights  her. 

Capt.  Hall.  Oh,  no. 

The  Chairman.  She  is  not? 

Capt.  Hai^.  Not  out  here.  It  is  a  pilot  association,  those  men 
here. 

The  Chairman.  The  State  law'does  not  require  that  ? 

Capt.  Hall.  The  State  law  does  not  require  that.  That  is  where 
there  is  opposition,  in  some  places. 

The  Chairman.  Oh,  yes. 

Capt.  Hall.  Where  pilots  work  that  way. 

The  Chairman.  Oh,  yes. 

Capt.  Hall.  Here  they  work  in  their  turn. 

The  Chairman.  I  see ;  you  have  an  association  and  an  understand- 
ing amongst  the  members  ? 

Capt.  Hall.  Yes. 

The  Chairman.  And  that  does  not  make  any  difference  under  the 
State  law,"  does  it? 

Capt.  Hall.  No,  sir. 

The  Chairman.  The  State  law  requires  it  to  take  the  first  pilot  that 
sights  it  ?     . 

Capt.  Hall.  Yes,  sir. 

The  Chairman.  Does  the  State  law  apply  in  the  case  of  a  vessel  at 
the  dock 

Capt.  Hall.  To  go  out? 

The  Chairman.  Yes. 

Capt.  Hall.  Yes,  sir ;  the  same. 

The  Chairman.  They  are  supposed  to  take  the  first  pilot  that 
applies  ? 

Capt.  Hall.  Yes.  Well,  here,  they  don't  apply.  They  don't  have 
to  apply.  The  company  or  the  captain  gives  oraers  when  they  wish 
them. 

The  Chairman.  Now,  if  a  pilot  applies  and  is  not  taken,  is  he  en- 
titled to  any  fee? 

Capt.  Hall.  Yes ;  it  is  compulsory.    They  have  to  pay  it. 

The  Chairman.  How  mucn  do  they  have  to  pay  him — a  full  fee 
or  a  half  fee? 

Capt.  Hall.  A  full  fee. 
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The  Chairman.  Whether  they  take  him  or  not? 

Capt.  Hall.  Whether  they  take  him  or  not,  going  out  oyrer  the 
bar. 

The  Chairman.  Yes;  or  coming  in  there  over  the  bar? 

Capt.  Hall.  Yes,  sir;  just  the  same. 
■  The  Chairman.  You  say  that  law  does  not  apply  to  your  class  of 
license? 

Capt.  Hall.  No  ;  because  the  master  of  that  diip  going  up  there— 
any  master  that  has  a  Federal  license,  and  if  he  is  master  of  that  ship 
he  can  pilot  her  himself. 

The  Chairman.  Ujp  to  the  bar? 

Capt.  Hall.  No;  from  here  to  Port  Costa. 

The  Chairman.  Oh,  up  to  those  points? 

Capt.  Hall.  Up  to  those  points. 

The  Chairman.  I  see. 

Capt.  Hall.  But  any  other  man  with  a  Federal  license  can  not  go 
over  and  pilot  that  ship. 

The  Chairman.  He  must  have  a  State  license  to  do  that? 

Capt.  Hall.  He  must  have  a  State  pilot's  license. 

The  Chairman.  Now,  is  there  anything  else  you  want  to  state  to 
the  committee,  Captain? 

Capt.  Hau..  No ;  I  think  not. 

The  Chairman.  Have  any  of  the  other  members  any  questions  to 
ask? 

Mr.  Kelley.  Do  you  have  a  corporation  of  pilots? 

Capt.  Hall.  We  have  a  corporation — an  association  they  call  it,  in 
the  bar  pilot. 

The  Chairman.  The  outside  part? 

Capt.  Hall.  The  outside. 

Mr.  Kelley.  Well,  do  you  have  a  number  of  pilots  that  operate 
under  your  charge? 

Capt.  Hall.  With  me,  only  one. 

Mr.  Kelley.  Only  one? 

Capt.  Hali..  Only  one  besides  myself.  That  is  what  the  State 
calls  for,  and  he  is  working  at  another  job  now,  and  whenever  any- 
thing comes  up  that  I  can  not  handle,  then  I  call  on  him. 

Mr.  Kelley.  How  old  a  man  are  you.  Captain,  may  I  ask  ? 

Capt.  Hall.  I  am  64,  sir. 

Mr.  Kelley.  They  never  have  complained  that  your  eyesight  was 
not  good,  or  anything  like  that  ? 

Capt.  Hall.  No,  sir;  that  is  tested  by  the  United  States  Govern- 
ment and  also  in  the  pilots 

Mr.  Kelley.  How  often  do  you  have  to  submit  to  a  reexamination 
of  your  eyes? 

Capt.  Hall.  On  the  State  pilots  once*  every  year  and  on  the 
United  States  every  five  years. 

Mr.  Kelley.  And  is  your  associate  about  your  age  or  is  he  younger! 

Capt.  Hall.  He  is  younger. 

Mr.  Kelley.  How  old  is  he  ? 

Capt.  Hall.  He  is  a  man  of  about  48. 

Mr.  Kelley.  Now,  do  you  have  a  sort  of  firm  together,  or  does  eadi 
one  of  you  operate  separately  ? 

Capt.  Haix.  No. 
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Mr.  Kelley.  You  and  your  associate? 

Capt.  Hall.  That  is  done  separately  now.  I  am  doing  all  there  is, 
^nd  I  have  only  had  to  call  on  him  once  since  last  November.  I 
liave  had  the  piloting  here  for  the  last  five  years,  but  there  was 
nothing  doing  during  the  war,  when  we  had  no  bottoms  coming  in. 
So  I  went  offshore  and  ran  into  Honolulu. 

Mr.  Kellet.  They  never  complained  that  you  were  not  available 
iwlxen  they  wanted  a  pilot? 

Capt.  Hall.  No,  sir ;  they  could  not  do  that.  I  am  always  there ; 
a.iid  as  soon  as  I  hear  of  a  boat  being  turned  over  to  different  people 
T  go  right  for  it  at  once.  This  man  from  Stoddard  &  Dixon — ^I  told 
Him,  "  I  don't  want  you  to  feel  sore,  but  every  time  you  get  a  ship  I 
am  coming  to  you." 

Mr.  Kelley.  When  Mr.  Rosseter  was  in  charge  of  the  division  of 
operations  himself  here  you  did  not  have  any  trouble  at  all  ? 

Capt.  Hall.  Oh,  no. 

Mr.  Kelley.  Everything  was' all  right? 

Capt.  Hall.  Everything  was  all  right.  Of  course,  he  had  nothing 
to  do  with  the  tugboat  company  at  that  time.  They  bought  into  that 
company  here  a  year  ago  last  June. 

Mr.  Kelley.  Oh,  I  see. 

Capt.  Hall.  Yes. 

Mr.  Kelley.  That  was  the  first  that  Mr.  Rosseter  was  connected 
i?vith  the  Redstack  Co.  ? 

Capt.  Hall.  Yes;  the  Redstack,  or  the  Merchants'  Tugboat  Co. 
They  call  it  both. 

Mr.  Kelley.  Since  that  time  you  have  not  had  much  busine^? 

Capt.  Hall.  Not  very  much;  only  when  the  Navy  was  handling 
that  business.  Then  I  had  all  I  could  attend  to.  I  did  not  get  a  ship 
from  the  9th  of  last  month  up  to  the  Xst,  and  the  first  one  I  got  was 
a  Navy  ship.  Then  I  got  two  of  the  Shipping  Board  ships  down 
since  the  1st,  but  the  tugboats  took  them  up,  but  I  kept  right  after 
these  people. 

I  think  the  superintendent  there,  of  the  Williams  &  Dimond  people, 
is  a  good  man,  a  square  man.,  and  also  McCormick  &  McCall.  I  think 
they  are  pretty  good,  both  of  them. 

Mr.  Kelley.  Was  Mr.  Ebey  the  assistant  here  under  Mr.  Rosseter? 

Capt.  Hall.  I  believe  he  is ;  yes,  sir. 

Mr.  Kelley.  He  was  ? 

Capt.  Hall.  Yes ;  he  is. 

Mr.  Kelley.  When  Mr.  Rosseter  went  out  ? 

Capt.  Hall.  Oh,  no;  he  is  assistant  now,  isn't  he,  under  Mr. 
Rosseter?    He  is  under  the  operating  department  here. 

The  Chairman.  Mr.  Rosseter  is  not  here  any  longer,  is  he  ? 

Capt.  Hall.  No  ;  but  he  is  in  Washington.    But  he  is  over 

The  Chairman.  Wlien  Mr.  Rosseter  was  here  was  Mr.  Ebey  in' 
the  office? 

Capt.  Hall.  Yes,  sir. 

The  Chairman.  He  was  his  assistant  then  ? 

Capt.  Hall.  In  this  office,  in  the  Shipping  Board  office ;  yes,  sir ; 
T  think  so.  I  don't  know  how  long  Mr.  Rosseter  has  been  in  Wash- 
ington. I  think  he  went  there  pretty  nearly  at  the  beginning  of  the 
Tvar,  didn't  he? 
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Mr.  Kbllby.  Captain,  your  testimony  is  that  Mr.  Rosseter,  at 
the  head  of  the  Division  of  Operations  in  Philadelphia,  had  giTcn 
the  order  here 

Capt.  Hall.  Yes,  sir. 

Mr.  Kellby  (continuing).  That  you  were  not  to  be  employed  as 
pilot,  but  that  tugboats  were  to  be  used  ? 

Capt.  Hall.  To  use  the  tugboats ;  yes,  sir. 

Mr.  E^ELLET.  That  is  all. 

The  Chairman.  Have  you  any  questions,  Mr.  Hadley? 

Mr.  Hadlet.  No:  I  think  not. 

The  Chairman.  That  is  all.  Captain.    Thank  you  very  much. 

At  this  point  we  will  adjourn  until  to-morrow  morning. 

(Whereupon,  at  5.55  o'clock  p.  m.  the  committee  adjourned  until 
to-morrow,  Tuesday,  September  9, 1919,  at  the  same  place.) 
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The  Chairman.  Will  y^ou  give  your  full  name  to  the  stenographer, 
please,  Mr.  Frey? 

Mr.  Fret.  A.  J.  Frey. 

The  Chairman.  What  is  your  first  name? 

Mr.  Fret.  Adolph. 

The  Chairman.  You  reside  in  San  Francisco,  I  believe,  Mr.  Frey? 

Mr.  Fret.  Yes. 

The  Chairman.  What  official  position  do  you  hold  with  the  Emer- 
gency Fleet  Corporation? 

Mr.  Fret.  At  the  present  time,  district  manager  for  the  Southern 
Pacific  district. 

The  Chairman.  How  long  have  you  been  with  them  in  that  ca- 
pacity ? 

Mr.  Fret.  I  took  that  position  on  the  1st  of  June,  1919,  on  the 
resignation  of  Capt.  Pillsbury. 

The  Chairman.  Were  you  connected  with  them  prior  to  that  time; 
I  mean  the  Fleet  Corporation? 

Mr.  Fret.  I  became  connected  with  the  Fleet  Corporation  on  the 
1st  of  May,  1918,  as  assistant  district  officer,  which  title  was  subse- 
quently changed  to  assistant  district  manager. 

The  Chairman.  You  were  assistant  to  Capt.  Pillsbury  ? 

Mr.  Fret.  Assistant  to  Capt.  Pillsbury. 

The  Chairman.  Now,  will  you  state,  for  the  purpose  of  the  record, 
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Af  r.  Frey,  just  what  your  jurisdiction  comprises  here,  what  offices, 
^what  work,  and  what  personnel  are  under  your  jurisdiction. 

Mr.  Fret.  The  jurisdiction  of  the  district  manager  at  the  present 
time  covers  steel-ship  construction,  wood-ship  construction,  and  what 
is  known  as  the  district  guard  marshal,  that  is  the  policing  and  fire 
protection  in  the  district.  In  the  case  of  the  shipyard  plants  divi- 
sion, that  is  under  the  direct  jurisdiction  of  the  district  plant  engi- 
neer, D.  A.  Dickey,  who  reports  direct  to  thfe  shipyard  plants  divi- 
sion in  Philadelphia,  but,  to  an  extent,  it  is  also  under  the  jurisdic- 
tion of  the  district  manager. 

In  the  case  of  the  concrete-ship  construction,  that  was  taken  away 
from  the  jurisdiction  of  the  district  manager  about  May  15,,  1919, 
under  General  Order  190,  under  which  concrete-ship  construction 
was  placed  under  the  direct  jurisdiction  of  the  concrete-ship  section 
at  Philadelphia. 

At  the  Oakland  and  San  Diego  concrete  yards  there  is  stationed 
what  is  known  as  the  resident  representative,  who  reports  direct 
to  Philadelphia  in  regard  to  all  ship  construction  and  expenditures. 
The  only  jurisdiction  that  the  district  manager  has  over  the  concrete 
yards  is  with  respect  to  the  general  policy  matters  in  the  district, 
which  would  affect  also  the  steel  and  wood  yards,  such  as  wages  oi 
eniployees  and  labor  matters. 

The  Chairman.  Is  there  a  district  division  of  plant  protection 
here? 

Mr.  Frey.  The  plant  protection  section  is  under  the  jurisdiction 
of  Maj.  M.  S.  Game,  who  reports  direct  to  Maj.  McLeod,  head  of  the 
plant  protection  section  at  Philadelphia,  and  works  entirely  inde- 
pendent of  the  district  manager,  but  the  services  of  his  department 
are  available  to  the  district  manager  upon  application. 

The  Chairman.  You  are  familiar  with  the  establishment  of  the 
yard  at  Suisun  Bav,  of  the  PaciJBc  Coast  Shipbuilding  Co.  ? 

Mr.  Frey.  The  Pacific  Coast  Shipbuilding  Co.  at  Bay  Point? 

The  Chairman.  At  Bay  Point. 

Mr.  Fret.  Yes;  in  a  general  way.  The  yard  was  started  before 
I  came  into  the  Fleet  Corporation. 

The  Chairman.  And  you  also  have  knowledge  of  the  housing 
project  at  Clyde? 

iir.  Frey.  I  had  personal  charge  of  that  from  the  25th  of  Sep- 
tember, 1918,  in  my  capacity  of  president  of  the  Clyde  Co.,  which 
position  I  took  merely  as  representative  of  the  Emergency  Fleet 
Corporation. 

The  Chairman.  Now,  Mr.  Frey,  will  you  give  us  the  history  in 
a  general  way  of  this  housing  proposition  up  there,  stating  it  as 
chronologically  and  as  conveniently  as  you  can,  and  then  we  will 
probably  have  some  inquiries  to  make  after  you  have  stated  the 
history  of  the  matter. 

Mr.  Frey.  The  Pacific  Coast  Shipyard,  when  established  at  Bay 
Point,  was  possibly  35  miles  from  the  nearest  source  of  labor  supply ; 
that  is,  San  Francisco  Bay.  There  were  no  shipyards  available  at 
that  location,  an^  immediately  after  the  yard  being  started,  I  under- 
stand that  the  promoters  of  the  Pacific  Coast  Shipbuilding  Co. 
opened  negotiations  with  the  Emergency  Fleet  Corporation — I  think 
about  February,  1918 — to  secure  financial  assistance  from  the  Fleet 
Corporation  for  a  housing  project,  stating  that  the  housing  project 
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was  absolutely  necessary  in  order  to  hold  labor  near  the  yard  anJ 
to  enable  them  to  make  proper  progress  in  ship  construction. 

Various  plans  were  submitted  to  the  Philadelphia  ofiBce  direct  by 
the  Pacific  Coast  Shipbuilding  Co.,  and  it  was  not  until  the  ^isit 
of  Mr.  Piez,  Mr.  Schwab,  and  Mr.  Cuthell,  in  July  of  1918,  that 
anything  definite  was  arrived  at. 

At  that  time  a  contract  was  entered  into  between  the  Emergency 
Fleet  Corporation  and  the  Pacific  Coast  Shipbuilding  Co.,  under 
which  the  Pacific  Coast  Shipbuilding  Co.  agreed  to  advance  $J500,(H>« 
toward  this  housing  project,  and  the  Fleet  Corporation  to  advance 
$760,000. 

The  Pacific  Coast  Shipbuilding  Co.  at  that  time  had  an  option 
on  what  was  known  as  the  Government  ranch,  comprising,  I  think, 
some  1,800  acres.  The  Pacific  Coast  Shipbuilding  Co.  made  ar- 
rangements to  secure  a  release  on  approximately  100  acres  of  that 
Government  ranch  in  order  to  enable  them  to  give  a  mortgage  on 
that  property  to  the  Emergency  Fleet  Corporation  in  security  of 
the  advances  to  be  made. 

The  orginal  theory  was  that  the  $300,000  put  up  by  the  Pacific 
Coast  Shipbuilding  Co.  was  to  be  used  for  street  work  and  sewer 
systems,  and  the  $750,000  to  be  put  up  by  the  Fleet  Corporation  wa.s 
to  be  used  for  houses  and  the  hotel  and  the  furnishings  of  the  hotel. 

The  Pacific  Coast  Shipbuilding  Co.  expected  that  they  would  have 
the  disbursement  of  these  funds,  and  started  the  construction  work  in 
the  latter  part  of  August,  1918.  on  that  basis. 

After  the  work  was  started  tnere  was  a  consultation  between  Capt 
Pillsbury,  Mr.  Thatcher,  then  head  of  our  legal  department  here,  and 
myself,  and  we  deemed  it  desirable  for  the  interests  of  the  Fleet 
Corporation  that  control  be  taken  of  the  directors  of  the  Clyde  Co. 
by  the  Fleet  Corporation,  and  that  the  Fleet  Corporation  appoint  a 
general  manager  to  take  charge  of  the  construction  work.  That  wa? 
done,  and  out  of  the  five  members  on  the  board,  only  Mr.  Burgess  re- 
mained as  the  representative  of  the  Pacific  Coast  Shipbuildmg  Co. 
I  went  on  as  a  member  of  the  board,  and  also  was  appointed  as 
president.  Capt.  Pillsbui-y,  Mr.  Reed,  and  Mr.  Thatcher  were  the 
other  members  on  the  board.  Mr.  A.  H.  Markward  was  engaged  as 
general  manager  in  direct  charge  of  construction.  The  new  man- 
agement took  charge,  as  I  remember  it,  on  the  24tli  of  September, 
1918. 

AVhen  we  investigated  the  commitments  which  had  been  ma<ie  by 
the  Pacific  Coast  Shipbuilding  Co.  in  connection  with  this  proposed 
constniction  we  found  that  they  had  an  agi'eement — and  I  want  to 
say  here  that  all  of  these  agreements  were  verbal :  nothing  in  writ- 
ing— with  a  man  by  the  name  of  Maginnini  as  superintendent  of 
construction,  and  Maginnini  was  to  be  paid  as  compensation  a  com- 
mission of  6  per  cent  of  all  the  money  spent  upon  construction,  out- 
side of  street  work  and  sewers;  in  other  words,  outside  of  public 
utilities. 

Mr.  Maginnini  was  a  contractor,  who  had  previously  done  onlv 
small  work,  but  had  been  affiliated  with  Mr.  Bur^^in  various  build- 
ing that  Mr.  Burgess  had  put  up  from  time  to  time. 

The  original  intention  was,  as  I  stated  before,  that  the  construc- 
tion costs  would  amount  to  $750,000,  which  would  have  given  Mr. 
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^ftlagiiinini  for  his  services  of  approximately  six  months  between 
$35^  and  $40,000. 

The  matter  was  submitted  to  our  legal  department,  and  after  very 
^borough  consideration,  we  came  to  the  conclusion  that  Mr.  Magin- 
nini  had  just  enough  of  a  legal  claim  under  that  verbal  arrangement 
t;o  make  it  advisable  to  try  to  make  a  compromise  arrangement  with 
Ikim  and  drop  him  as  soon  as  the  opportunity  offered,  rather  than  to 
oancel  the  agreement  at  once  and  invite  a  lawsuit. 

There  was  another  feature  involved,  in  that  we  were  getting  very 
close  to  winter.  Labor  was  difficult  to  secure,  and  Maginnini  had  his 
f  oreinen  and  probably  a  hundred  men  on  the  job,  and  we  realized 
t^hat  if  the  issue  was  forced  with  Maginnini,  he  would  pull  all  of  his 
men  off  the  job  and  might  delay  the  housing. 

We  had  a  meeting  with  Mr.  Marinnini — ^I  say  "  we  " ;  I  mean  the 
lK>ard  of  directors — and  we  told  Mr.  Maginnini  that  he  could  take 
a  flat  sum  of  $1,000  a  month  or  he  would  get  nothing  at  all.  After 
some  discussion,  Maginnini  agreed  to  accept  the  $1,000  a  month. 
Immediately  after  that  we  had  considerable  trouble  with  Maginnini. 
He  did  not  openly  oppose  the  new  management,  but  there  was  enough 
current  of  resistance,  which  was  unquestionably  fostered  and  en- 
couraged by  Mr.  Burgess.  We  did  not  at  that  time  know  definitely 
in^hat  the  reason  of  that  opposition  was  other  than  he  had  his  salary 
reduced,  but  we  found  afterwards  that  Maginnini,  as  part  of  a  trade 
on  the  5  per  cent  basis,  had  agreed  to  buy,  and  had  m  fact  bought, 
a  considerable  block  of  Pacific  Coast  Shipbuilding  Co.  preferred 
stock,  which  was  the  personal  property  of  Mr.  Burgess.  While  I 
have  not  been  able  to  get  absolute  proof,  I  understand  that  Mr. 
Maginnini  signed  a  note  for  this  stock,  the  note  to  be  taken  up  as 
he  received  his  payments  on  this  construction  progress,  and  the  stock 
-was  in  escrow  in  one  of  the  banks  here. 

I  want  to  diverge  there  for  just  a  moment  to  make  the  situation 
clear  to  the  committee. 

When  the  contract  with  the  Pacific  Coast  Shipbuilding  Co.  was 
entered  into,  which  was  before  I  came  with  the  Fleet  Corporation, 
for  the  10  ships,  it  was  provided  in  the  contract,  as  is  customary  in 
all  these  contracts,  that  10  per  cent  of  the  total  contract  price,  less  the 
cost  of  the  steel,  which  was  to  be  purchased  by  the  Fleet  Corporation, 
would  be  paid  to  the  contractor  upon  the  signing  of  the  contract. 

The  Chairman.  Just  a  moment.    Will  you  restate  that,  Mr.  Frey? 

Mr.  Fret.  At  the  time  the  contract  was  entered  into  between  tne 
Fleet  Corporation  and  the  Pacific  Coast  Shipbuilding  Co.,  it  was  pro- 
vided in  the  contract,  as  is  customary  with  all  lump-sum  contracts, 
that  immediately  upon  the  execution  of  the  contract,  10  per  cent  of  the 
total  contract  price  would  be  paid  to  the' contractor,  less  a  deduction 
covering  the  estimated  value  of  the  steel  which  was  to  be  purchased 
.  by  the  Fleet  Corporation  at  the  contractor's  expense. 

Under  that  arrangement  th^  Pacific  Coast  Shipbuilding  Co.  re- 
ceived, in  round  figures,  $1,300,000,  and  it  is  provided  in  the  contract 
that  they  would  te  permitted  to  use  of  that  sum  $700,000  for  plant 
construction,  which  $700,000  would  be  amortized  at  the  rate  of 
$70,000  out  of  the  final  payment  on  each  ship. 

The  plant  was  started  with  the  $700,000  referred  to,  but  as  the 
Pacific  Coast  Shipbuilding  Co.  found  themselves  unable  to  sell 
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any  amount  of  preferred  or  common  stock,  they  did  not  have  suf- 
ficient funds  to  complete  the  plant,  and  they  therefore  made  an  ar- 
rangement with  a  firm  of  brokers  in  Cleveland,  by  the  name  of  TiDot- 
son  &  Walcott,  for  a  bond  issue  of  $750,000,  which,  in  effect,  made  the 
Fleet  Corporation  a  second  creditor  on  the  plant. 

The  interest  on  those  bonds,  as  I  remember  it,  is  7  per  cent  per 
annum,  and  repayment  was  to  be  made — I  am  speaking  in  round 
figures  now — at  the  rate  of  $54,000  on  the  launching  of  each  ship,  to 
be  paid  in  a  sinking  fund,  and  the  bond  issue  was  to  be  repaid  at  the 
rate  of  $250,000  in  April,  1919,  which  was  six  months  after  the  bond 
issue  was  made,  another  $250,000  six.  months  thereafter,  and  another 
$250,000  six  months  after  that.  In  other  words,  the  bond  issue  was 
for  6.  12,  and  18  months. 

The  point  on  the  length  of  the  loan  comes  in  here,  that  whereas  the 
Pacific  Coast  Shipbuilding  Co.  obligated  themselves  to  this  project 
for  $750,000,  the  amount  of  money  actually  received  by  the  I*acific 
Coast  Shipbuilding  Co.  was  only  $690,000,  which  made  the  interest 
on  the  loan  in  the  neighborhood  of  14  per  cent.  It  is  generally 
luiderstood  tliat  Mr.  Burgess  received  the  ^60,000,  although  I  can  not 
vouch  for  that. 

Now,  to  continue  on  this  thing,  when  negotiations  for  this  bond 
issue  were  under  way  with  Tillotson  &  Walcott  very  little  of  the 
stock  of  the  Pacific  Coast  Shipbuilding  Co.  had  been  sold,  and  I  am 
informed  that  Tillotson  &  Walcott  advised  the  Pacific  Coast  Ship- 
building Co. — and  I  may  say  that  I  have  this  confidentially  from  the 
representative  of  the  brokers — ^that  they  would  not  consider  loaning 
them  money  until  $800,000  of  stock  had  been  sold,  as  they  felt  that 
the  loan  was  not  a  good  risk  if  only  their  money  was  in  the  project. 

The  Pacific  Coast  Shipbuilding  Co.  tried  very  hard  to  sell  the  T 
per  cent  preferred  stock  at  75,  but  were  unsuccessful,  and  finally,  to 
put- the  loan  through,  they  were  compelled — and  I  believe  this  was 
by  Mr.  Burgess  personally — to  take  approximately  $300,000  pre- 
ferred stock.  That  stock,  I  understand,  was  placed  in  one  of  the 
banks  here  as  security  for  a  note  which  Mr.  fiurgess  gave  for  the 
vahio  of  the  stock  after  the  stock  had  been  placed  in  the  bank.  The 
note  was  given  and  a  telegram  was  sent  to  Tillotson  &  Walcott  that 
the  $300,000  worth  of  stock  had  been  sold. 

The  Chairman.  Do  you  know  the  bank,  Mr.  Frey? 

Mr.  Frey.  I  believe  that  is  the  Merchants'  National  Bank,  but  I 
am  not  absolutely  sure  of  that. 

Now,  to  continue  with  the  housing  project,  this  left  Mr.  Burge.ss 
in  a  position  where  he  had  $300,000  par  of  preferred  stock  of  the 
Pacific  Coast  Shipbuilding  Co.  which  he  had  to  get  rid  of.  He  did 
not  have  the  funds  to  finance  it,  and  it  is  my  own  impression  from 
what  I  have  seen  of  the  Clyde  Co.  methods  that  it  was  the  intention 
to  use  the  Clyde  Co.  as  a  selling  agency  for  this  stock,  and  Mr. 
Maginnini  was  the  first  investor.  We  also  found  that  the  Clyde  Co. 
had  an  arrangement  with  a  firm  of  contractors  here.  Bos  &  O'Brien, 
to  apparently  act  as  purchasing  agents  for  all  of  the  material  re- 
"  quired  by  the  Clyde  Co.  There  was  nothing  in  writing,  but  as  near 
as  we  could  make  out  Bos  &  O'Brien  were  to  be  paid  a  10  per  cent 
commission  on  all  the  money  they  spent.  We  have  also  very  definite 
information  that  Bos  &  O'Brien  were  also  investors  in  Pacific  Coast 
preferred  stock.    Bos  &  O'Brien  also  had  a  practical  monopoly  to 
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<io  the  street  work  and  the  sewer  work  at  Clyde;  and  while  there  was 
xiotliing  to  be  particularly  criticized  on  the  rates  which  were  fixed 
for  teams  and  men,  etc.,  Mr.  Markward  forced  a  very  material  reduc- 
tion in  those  rates. 

There  were  also  arrangements  with  a  firm  of  plumbers  and  a  firm 
of  painters,  and  possibly  one  other  craft,  to  do  the  work  on  a  cost- 
plus  basis,  and  we  forced  certain  reductions  on  their 

The  Chairman.  Did  you  say  one  other  craft  or  one  other  graft? 
Mr.  Frey.  One  other  craft,  I  have  forgotten  what  it  was.    As  the 
result  of  forcing  down  tliese  rates,  and  also  interfering  with  the  stock 
^nd  of  it,  the  atmosphere  was  anything  but  cordial  at  Clyde.    Mr. 
HVIarkward,  the  general  manager,  was  up  against  a  great  deal  of  op- 
l>osition.    He  did  not  seem  to  be  able  to  get  the  work  going.    Orders 
were  ignored,  and  so  forth.    For  example,  I  instructed  Mr.  Maginnini 
tliat  he  must  handle  his  housing  on  a  10-house  unit  basis,  which 
meant  that  when  his  finishing  carpentei-s  were  on  one  unit  of  10 
Ixouses,  his  closing  in  and  roofing  gang  would  be  on  the  10-house  unit 
prior  to  that,  his  framing  gang  would  be  on  the  10-house  unit  prior 
to  that,  his  rough  plumbers  would  be  on  the  unit  ahead  of  that,  and 
his  foundation  men  would  be  on  the  unit  ahead  of  that.    I  also  told 
Ixim  to  work  absolutely  in  solid  rows  instead  of  scattering  all  over 
the  landscape.    The  object  of  that  was  to  minimize  the  cost  of  hand- 
ling the  material. 

Mr.  Maginnini  absolutely  ignored  those  instructions  and  scattered 
all  over  the  landscape,  ana  the  work  was  done  in  a  very  expensive 
ijvay.  The  situation  finally  became  such  that  we  had  a  meeting  of 
the  board  of  directors  here,  and  I  told  Mr.  Burgess  openly  that  he 
was  supporting  Mr.  Ma^nnini  in  his  attitude,  and  that  we  must  in- 
sist on  Mr.  Maginnini 'sheing  discharged,  and  as  he  was  his  original 
appointee  he  could  have  the  pleasure  of  discharging  him,  and  if  he 
did  not  discharge  him,  we  would. 

Mr.  Maginnini' went  out.    That  was  in  March,  I  think,  of  this  year. 
We  then  put  a  man  in  by  the  name  of  Curtis  Lindley  there,  and 
after  that  the  work  went  along  in  good  shape  and  at  considerably 
greater  economy  than  before. 

I  might  say  that  the  hotel  was  built  entirely  under  Mr.  Lindley's 
jurisdiction.  If  it  had  not  been,  based  on  some  other  costs,  the  hotel 
would  have  cost  probably  $50,000  more  than  it  did. 

There  was  another  angle,  just  to  throw  a  sidelight  on  the  stock  end 
of  it. 

When  we  took  charge  of  the  project,  we  found  a  very  large  quantity 
of  nails  on  hand;  I  think  sufficient  for  300  houses.  On  inquiring 
where  the  nails  were  bought,  we  found  they  were  bought  from  a 
hardware  dealer  in  East  Oakland,  by  the  name  of  Auseon,  a  man  who 
might  be  termed  a  50-cent  store.  The  price  of  the  nails  was  not  un- 
reasonable, as  that  was  fixed  by  scale,  but  we  foimd  that  Mr.  Auseon 
also  had  an  order  for  quite  a  quantity  of  finished  hardware,  some 
$2,100  worth.  Mr.  AuseJon  was  questioned  as  to  whether  there  was 
any  stock  proposition  involved,  and  he  said  absolutely  not.  We  were 
not  satisfied  that  he  was  telling  the  truth,  so  we  arbitrarily  canceled 
the  order  for  the  finished  hardware.  He  then  admitted  that  he  had 
committed  himself  for  a  large  porchase  of  stock,  and  he  was  now 
left  high  and  dry,  as  he  had  already  signed  up  for  the  stock,  but  he 
did  not  get  the  order  for  the  hardware.    Mr.  Auseon  was  so  much 
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provoked  that  he  finally  published  an  advertisement  in  one  of  Uie 
daily  papers,  over  his  signature,  offering  the  stock,  I  think,  at  65,  in 
an  effort  to  break  the  market. 

The  order  was  finally  placed  with  a  wholesale  house  here  at  a  re- 
duction of  something  like  $350— a  small  matter,  but  it  shows  the  gen- 
eral trend  of  things. 

The  orij?inal  layout  for  Clvde  as  made  by  the  Pacific  Coast  Ship- 
building Co.  proposed  that  about  103  acres  be  improved  with  streets 
and  sewers.  The  actual  number  of  acres  required  for  the  total  and 
the  103  houses  was  only  about  48. 

Immediately  upon  taking  over  the  project  we  told  Mr.  Burgess 
that  we  did  not  propose  to  spend  money  putting  in  streets  and 
sewers  to  any  great  extent  than  absolutely  necessary  for  the  hous- 
ing, and  that  this  was,  so  far  as  the  Fleet  Corporation  was  con- 
cerned, purely  a  housing  project  and  not  a  question  of  the  selling 
of  real  estate.  As  a  result,  only  about  50  acres  were  improved, 
and  the  balance  of  the  land  was  left  as  it  is,  which  meant  that  there 
were  comparatively  few  vacant  lots  in  that  plot.  The  original  idea 
was  to  have  one  house  and  two  vacant,  and  one  house  and  two 
vacant  lots. 

I  think  that  brings  the  thing  about  up  to  date,  Mr.  Chainpan, 
unless  there  are  a  lot  of  other  angles  in  there  that  may  occur  to 
you. 

Oh,  I  might  say  that  while  the  original  e^stimated  cost  of  the 
project  was  $300,000  for  pubUc  utilities  and  $750,000  for  the  housing 
and  the  hotel,  I  ^ave  instructions  to  Mr.  Markward  that  he  must 
keep  the  project  inside  of  $900,000.  The  final  figures  which  have 
been  received  show  that  the  cost  of  the  houses,  103  houses,  amounted 
to  $309,000,  and  the  cost  of  the  public  utilities  $211,000.  In  the  case 
of  the  hotel  it  was  not  intended  under  the  original  plan  to  finish 
the  attic,  but  the  Pacific  Coast  Shipbuilding  Co.  asked  that  the 
attic  be  finished  for  rooms.  We  tola  them  that  if  they  were  pre- 
pared to  pay  the  additional  expense  from  their  funds,  and  outside 
of  the  loan,  we  would  do  it,  but  not  otherwise.  The  Facific  Coast 
Shipbuilding  Co.'s  board  of  directors  passed  a  resolution  that  they 
would  pay  the  sum  of  $17,000  for  finishing  the  attic.  Including  tiie 
finishing  of  the  attic  and  all  furnishings,  the  final  cost  of  thenotel 
was  $168,000,  and  deducting  $17,000  to  be  paid  by  the  Pacific  Coast 
Shipbuilding  Co.,  it  made  the  net  cost  of  the  hotel,  so  far  as  this 
loan  \vas  concerned,  $151,000. 

In  addition  to  that,  the  expenses  for  engineers'  services,  archi- 
tects, superintendents,  etc.,  amounted  to  $89,000,  and  the  cost  for 
temporarjr  buildings  during  the  construction  period,  miscellaneous 
expenses,  insurance,  etc.,  amounted  to  $45,000. 

So  the  total  project  was  finished,  in  round  figures,  at  $822,000, 
from  which  is  to  be  deducted  the  $17,000  paid  lor  hotel  construc- 
tion by  the  Pacific  Coast  Shipbuilding  Co.,  making  a  net  cost,  so 
far  as  the  loan  is  concerned,  of  $805,000.  Those  are  the  figures  as 
<;hey  stand  to-day,  and  there  may  be  a  reduction  or  increase,  which, 
however,  will  not  amount  to  over  $5,000  at  the  outside.  In  other 
words,  the  project  was  finished  at  approximately  $250,000  less  than 
the  original  estimate  of  the  Pacific  Coast  Shipbuilding  Co. 

The  Chairmak.  Did  you  state  who  owned  the  land  there,  Mr. 
Frey! 
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Mr.  Fret.  I  have  been  informed  that  the  Government  ranch 
property  had  a  mortgage  on  it,  which  was  carried  by  the  Western 
Mortgage  A  Bond  Co.,  of  which  Mr.  Burgess  was  president.  I  do 
npt  know  that  of  my  own  knowledge. 

The  Chairman.  Well,  the  tract  of  103  acres  was  owned  by  a  com- 
pany, an  association,  or  by  individuals  ?  Did  it  have  to  be  acquired 
irom  different  individuals? 

Mr.  Frey.  No  ;  this  Government  ranch  was  originally  the  property 
of  the  United  States  Government,  as  I  understand  it,  and  was  used 
for  grazing  purposes  away  back  in  the  sixties,  and,  as  I  say,  it  came 
into  the  possession  of  the  Western  Mortgage  &  Bond  Ca  in  some  way, 
and  103  acres,  I  think,  is  the  figure  that  was  released  under  some 
arrangements  between  the  Western  Mortgage  &  Bond  Co.  and  the 
Clyde  Co.,  and  the  property  was  in  the  name  of  the  Clyde  Co.  at  the 
time  the  mortgage  was  made. 

I  might  say  there  that,  in  addition  to  having  an  absolute  mortgage 
on  the  103  acres  of  land  for  the  protection  of  the  Fleet  Corporation 
loan  we  also  have  a  chattel  mortgage  on  all  the  furnishings  of  the 
hotel,  and  we  have  also  in  our  possession  all  the  capital  stock  of  the 
Clyde  Co.,  the  object  of  that  being  so  that  we  could  act  quick  in  case 
anything  went  wrong,  and  not  have  to  wait  for  foreclosure  pro- 
ceedings. 

The  Chairman.  Do  you  know  what  Mr.  Burgess'  business  was 
before  starting  in  the  shipbuilding  construction  and  the  establish- 
ment of  the  103-acre  town  t 

Mr.  Frey.  Mr.  Burgess,  shortly  after  the  fire  in  1906, 1  understand, 
went  into  the  house-ouilding  business  in  Oakland.  Subsequently, 
he  optioned  a  lot  of  farming  land  in  the  San  Ignacio  Valley,  which 
is  where  Clyde  is  located,  and  endeavored  to  sell  the  property  to  vari- 
ous small  owners  on  the  installment  basis.  The  project  was  an  abso- 
lute failure. 

I  believe  he  was  also  interested  in  the  Oakland  &  Antioch  Railroad 
Co.,  which  is  now  in  the  hands  of  a  receiver,  and  has*  been  for  some 
time,  and  then  he  became  interested  in  the  Western  Mortgage  &  Bond 
Co.  of  San  Francisco,  and  retained  the  position  of  president  until 
some  two  or  three  months  ago. 

The  Chairman.  Now,  I  will  defer  any  questions  with  reference 
lo  the  housing  project  for  the  present.  I  desire  to  ask  you  concerning 
the  Pacific  Coast  Shipbuilding  Co.  Have  you  pending  claims  for 
extras  or  matters  awaiting  adjustment  with  that  concern  arising  out 
of  its  contractual  relations  with  the  Fleet  Corporation  ? 

Mr.  Fret.  The  Pacific  Coast  Shipbuilding  Co.,  in  claiming  pay- 
ments from  the  Fleet  Corporation,  have  always  taken  the  position 
that  thev  had  very  large  claims  for  changes  and  extras,  and  have 
used  in  these  discussions  a  figure  of  around  a  million  dollars.  During 
the  last  part  of  July,  Mr.  Radford,  the  vice  president  of  the  Pacific 
Coast  Shipbuilding  Co.,  and  Mr.  Seagrave,  the  general  manager, 
were  in  my  office,  and  in  that  discussion  the  question  of  their  claims 
came  up.  '  I  told  them  that  up  to  date  we  had  received  exactly  13 
claims  from  the  Pacific  Coast  Shipbuilding  Co.  for  changes  and 
extras,  and  for  a  comparatively  small  amount.  I  told  them  that  we 
were  very  anxious  to  get  these  claims  in  and  see  where  we  stood. 
They  stated  that  they  did  not  know  just  how  to  make  up  these  claims, 
and  asked  if  I  could  not  assist  them  with  our  estimating  force. 
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I  might  say  here  that  it  has  been  our  practice  in  this  district  to 
have  our  estimating  force  go  to  the  shipyards,  where  all  the  plans 
and  details  are  available,  and  check  up  the  estimates  in  the  ship- 
yard, so,  if  necessary,  they  can  go  right  down  the  work  and  see  what 
was  done  and  go  over  all  the  details. 

I  told  Mr.  Seagrave  that  I  would  have  Mr.  Maxwell  of  our  cost 
review  section  and  his  entire  force  go  to  Bay  Point  on  August  15  to 
check  up  these  estimates,  and  asked  that  he  should  have  all  of  his 
figures  ready  at  that  time,  so  that  there  would  be  no  delay.  On  the 
lith  of  August  Mr.  Seagrave  telephoned  me  and  stated  that  they 
were  all  ready,  and  wanted  to  know  whether  Mr.  Maxwell  would  be 
there  the  following  day.  I  told  him  that  Mr.  Maxwell  would  be 
back  the  following  Monday,  which  was  August  17,  and  would  be  at 
the  plant.  Mr.  Maxwell  and  his  force  have  been  there  continuously, 
and  they  have  been  only  able  to  get  the  estimates  on  the  first  hull, 
941.  On  the  second  hull  they  have  partially  gotten  the  estimates, 
and  on  the  last  eight  hulls  Sir.  Maxwell  reported  to  me  last  week 
that  the  Pacific  Coast  Shipbuilding  Co.  not  only  had  no  figures  but 
they  did  not  even  have  a  list  of  the  changes  and  extras  for  which 
they  expected  reimbursement. 

Mr.  Burgess  wrote  me  a  letter  last  week,  stating  that  after  review- 
ing the  changes  and  extras  they  found  that  they  would  have  a  claim 
against  the  Fleet  Corporation  of  over  a  million  dollars  for  the  10 
ships.  I  think  the  figure  is  $1,080,000.  I  had  previously  made  my 
own  estimates,  and  had  figured  that  their  debits  would  run  in  the 
neighborhood  of  $500,000  for  the  10  ships,  and,  on  the  contrary,  the 
Fleet  Corporation,  on  account  of  the  elimination  of  military  extras* 
gun  platforms,  would  be  entitled  to  a  countercredit  of  about  $200,- 
000,  making  a  net  figure  of  $300,000  for  the  10  ships. 

I  asked  Mr.  Maxwell  to  give  me  a  report  last  week  on  the  receipt 
of  Mr.  Burgess's  letter,  as  to  what  he  figured  would  be  their  total 
claim  for  changes  and  extras,  with  a  proper  reduction  for  military 
extras,  and  Mr.  Maxwell  reported  to  me  that  a  verv  liberal  estimate 
would  be  $350,000  net. 

The  Chairman.  For  the  10  ships? 

Mr.  Frey.  For  the  10  ships,  which  practically  checks  my  figures. 

The  Chairman.  Mr.  Frey,  has  the  Pacific  Coast  Shipbuilding  Co., 
in  the  progress  of  its  work,  the  delivery  of  the  ships,  launching,  in- 
stallation, etc.,  kept  up  with  other  shipbuilding  companies  in  this 
vicinitv  having  similar  contracts? 

Mr.  TFrey.  No,  sir ;  it  has  the  most  unfinished  steel  yard  in  the  dis- 
trict, and  it  could  not  be  otherwise  with  their  location.  The  ma- 
jority of  their  men  reside  in  Oakland  and  Pan  Francisco,  and  while 
the  r^acific  Coast  Shipbuilding  Co.  runs  special  trains  morning  and 
night,  and  at  the  shipbuilding  company's  expense,  nevertheless  these 
men  have  to  travel  in  their  own  time  approximately  two  hours  in  the 
morning  and  two  hours  at  night,  and  so  long  as  there  is  plenty  of 
work  around  the  bay  vards,  it  stands  to  reason  that  if  a  man  can  do 
eight  hours'  work  and  get  eight  hours'  pay  close  at  home,  he  is  not 
going  to  Bay  Point  to  get  eight  hours'  pay  for  eight  hours'  work  and 
four  hours'  travel. 

The  Chairman.  Do  you  understand  that  the  negotiations  which 
led  up  to  the  award  of  this  contract  to  this  company  were  conducted 
principally  at  the  office  in  Philadelphia? 
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Mr.  Fret.  Entirely  so,  I  understand. 

The  Chairman.  And  you  have  no  knowledge  of  any  recommenda- 
ion  from  the  district  office,  and  you  have  seen  no  records  in  the 
^es? 

Mr.  Frey.  No;  I  have  not. 

The  Chairman.  Of  the  establishment  of  the  yard? 

Mr.  Frey.  I  have  not. 

The  Chairman.  Would  you  care  to  give  the  committee  your  opin- 
ion now  as  to  whether  this  is  a  proper  site  for  the  economical  and 
efficient  construction  of  ships  under  the  conditions  existing  with 
reference  to  other  yards^  the  supply  of  labor,  and  the  transportation 
of  material  and  equipment? 

Mr.  Frey.  T  do  not  know  of  any  worse  location  which  could  have 
been  seelcted,  and,  furthermore,  I  do  not  believe  that  location  would 
liave  been  selected  had  it  not  been  that  the  interests  affiliated  with  the 
racifie  Coast  Shipbuilding  Co.  happened  to  have  this  particular 
property.  That  can  best  be  answered  by  the  fact  that  tne  Union 
•Construction  Co.,  at  Oakland,  established  their  yard  over  a  year 
after  the  Pacific  Coast  Shipbuilding  Co.  They  have  a  most  excel- 
lent location  as  regards  labor  supply  and  delivery  of  material,  and 
will  complete  their  10-ship  contract,  as  shown  by  present  progress, 
long  before  the  Pacific  Coast  Shipbuilding  Co.  will  complete  their 
10-ship  contract. 

The  Chairman.  Is  there  a  Mr.  Moore  interested  in  the  Pacific 
Coast  Shipbuilding  Co.? 

Mr.  Frey.  No  ;  Mr.  John  T.  Scott. 

The  Chairman.  I  mean  Scott. 

Mr.  Frey.  Yes,  sir. 

The  Chairman.  And  he  was  formerly  connected  with  some  other 
vard  ? 

Mr.  Frev.  He  was  formerly  a  partner  in  the  Moore  &  Scott  Ship- 
building Co.,  which  is  now  the  Moore  Shipbuilding  Co. 

The  Chairman.  Is  he  still  affiliated  with  the  Pacific  Coast  Co., 
actively? 

Mr.  Frey.  Not  actively;  no. 

The  Chairman.  Has  he  ever  taken  an  active  part  in  its  man- 
agement ? 

Mr.  Frey.  Mr.  Scott  was  in  active  charge  of  the  yard  from  its 
inception  until  February,  1919, 1  believe,  and  deserves  a  great  deal  of 
credit  for  the  building  of  the  yard  under  the  conditions  under 
which  lie  was  working. 

The  Chairman.  Do  you  know  anytliing  with  reference  to  his  re- 
tirement in  February,  1919,  from  active  participation? 

Mr.  Frey.  The  production  record  of  the  Pacific  Coast  Shipbuilding 
Co.  got  worse  and  worse,  as  based  upon  riveting  records,  and  finally 
last  winter — I  don't  remember  the  month,  but  I  think  it  was  Decem- 
ber— the  rivet  drive  per  gang  hour  fell  to  13  rivets,  which  meant  that 
three  men — ^the  riveter,  the  holder-on,  and  the  passer  boy — drove  13 
rivets  in  60  minutes.  The  situation  was  such  that  Capt.  Pillsbury 
took  the  matter  up  first  with  Mr.  Scott  and  then  with  Mr.  Burgess, 
and  told  them  there  would  have  to  be  something  done  to  increase 
production.  Mr.  Burgess,  I  believe,  attributed  the  inefficiency  of  the 
yard  to  the  fact  that  Mr.  Scott  was  not  able  to  get  teamwork  out 
of  the  men,  and  he  removed  Mr.  Scott  from  the  yard  and  placed  him 
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in  the  citj^  ofBce,  and  secured  a  former  employee  of  the  Moore  Ship- 
building Co.  by  the  name  of  Harney  as  hull  superintendent,  lib. 
Harney  made  a  very  good  showing  in  increasing  the  rivet  drive.  It 
is  now  up  to  about  26  rivets  per  gang  hour,  which  is  fair,  every- 
thing considered. 

I  mi^it  say  also  that  at  the  same  time  Col.  Seagrave  was  engaged 
by  the  Pacific  Coast  Shipbuilding  Co.  first  as  efficiency  engineer  and 
now  he  lias  the  title  of  vice  president  and  general  manager.  Mr. 
Seagrave  is  not  a  shipbuilder  and  has  had  no  shipyard  experioice. 

The  Chairman.  How  long  has  Mr.  Radford  been  connected  with 
the  concern,  do  you  know? 

Mr.  Frey.  I  could  not  state  definitelv  as  to  that. 

The  Chairman.  He  came  from  the  Fleet  Corporation  direct  here? 

Mr.  Frey.  He  came  from  the  Fleet  Corporation  some  time  during 
1918. 

The  Chairman.  H'e  was  formerly  in  the  contract  division  at  Phila- 
delphia ? 

Mr.  Frey.  Yes,  sir:  I  so  understand. 

The  Chairman.  While  you  were  a  member  of  the  board  of  direc- 
tors of  the  Clyde  Co.,  did  you  take  any  part  in  the  establishment  of 
the  mimicipal  government  of  this  town? 

Mr.  Frey.  Of  San  Francisco? 

The  Chairman.  Of  this  town  of  Clvde? 

Mr.  Frey.  Oh,  of  Clyde  ? 

The  Chairman.  Yes. 

Mr.  Frey.  Well,  there  is  no  municipal  government  there. 

The  Chairman.  So,  in  speaking  of  it  as  the  town  of  Clyde,  it  is 
merely  a  fiction? 

Mr.  Frey.  Merely  a  fiction ;  merely  a  map. 

The  Chairman.  Yes. 

Mr.  Frey.  Under  the  laws  of  this  State  it  is  necessary  to  file  a 
town-site  map  with  the  county  recorder  before  any  sales  of  real  estate 
can  be  made. 

The  Chairman.  And  you  understand  that  that  has  not  been  done! 

Mr.  Frey.  That  has  been  done ;  yes,  sir. 

The  Chairman.  It  has  been  done? 

Mr.  Frey.  But  so  far  as  having  a  municipal  government  is  con- 
cerned, there  is  nothing  of  that  sort. 

The  Chairman.  Well,  I  notice  there,  when  we  drove  through,  you 
pointed  out  one  of  the  buildings  that  had  been  built  as  a  house,  but 
the  j)artitions  had  been  taken  out,  and  it  is  called  the  school? 

Mr.  Frey.  Yes,  sir — in  name  only. 

The  Chairman.  Has  it  ever  been  operated  as  a  school? 

Mr.  Frey.  No,  sir;  not  to  my  knowledge. 

The  Chairman.  And  what  is  that  site  now  a  part  of,  as  far  as 
being  contained  in  a  municipality  is  concerned?  Is  it  a  part  of 
some  other  town  or  county  ? 

Mr.  Frey.  It  is  a  part  of  the  county. 

The  Chairman.  Contra  Costa  County? 

Mr.  Frey.  Contra  Costa  County.  If  you  wish,  I  can  file  with  the 
committee  an  official  map  of  the  town. 

The  Chairman.  Well,  if  you  do  that  later,  perhaps,  we  might 
like  to  have  that,  Mr.  Frey. 

Mr.  Frey.  Yes.    In  fact,  Mr.  Tyre  has  a  map. 
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The  Chairman.  Do  you  know  who,  in  fact,  did  discharge  Magin- 
nini — Mr.  Burgess  or  the  directors? 

Mr.  Fret.  IVlr.  Burgess  went  up  one  morning  to  have  a  talk  with 
^Mr.  Maginnini,  and  Mr.  Maginnini  evidently  came  to  the  conclusion 
t;hat  it  was  pretty  near  the  end  of  his  rope,  and  he  put  on  his  hat 
.and  left  the  property. 

The  Chairman.  Discharged  himself? 

Mr.  Fret.  Discharged  himself,  and  I  immediately,  as  I  remember 
it  nowj  advised  him  in  writing  that  his  services  would  cease  at  the 
<?lose  of  the  month,  which  was  about  three  days  later. 

The  Chairman.  Having  in  mind  the  transaction  which  occurred, 
"the  management  which  was  in  charge,  and  the  methods  of  financing 
and  operation,  could  you  naturally  expect  any  quicker  operation 
-f  rom  a  concern  which  has  been  managed  and  brought  along  the  way 
that  this  one  has,  so  :far  as  the  production  of  ships  is  concerned? 

Mr.  Frey.  You  are  referring  to  the  Pacific  Coast  Shipbuilding 
<^o.  ? 

The  Chairman.  Yes,  sir. 

Mr.  Fret.  No  ;  I  think  they  have  done  as  well  as  could  be  expected 
Tinder  the  conditions,  owing  to  their  location.  Their  labor  turnover 
has  been  enormous. 

The  Chairman.  Mr.  Frey,  with  reference  to  concrete  ships,  do 
you  know  anything  of  your  own  knowledge,  or  have  you  seen  any- 
thing in  the  files,  wnich  would  inform  you  as  to  the  reason  for  taking 
those  contracts  out  of  the  jurisdiction  of  the  district  manager? 

Mr.  Frey.  The  reason  which  has  been  given  to  me,  I  believe,  by 
Mr.  Wig,  the  head  of  the  concrete-ship  section,  was  that  the  concrete- 
ship  work  was  largely  experimental,  and  they  desired  to  have  all 
the  construction  reports  come  to  one  central  point  from  all  the 
yards,  and  the  instructions  go  out  from  that  central  point,  in  order 
to  secure  the  benefit  of  any  experimental  developments  which  might 
be  made. 

The  Chairman.  Well,  the  fact  that  it  was  experimental,  and  that 
they  desired  to  keep  track  of  it  would  appear  to  make  it  advisable 
that  they  should  be  under  the  jurisdiction  of  the  district  manager, 
as  it  strikes?  me.  Would  you  not  think  that  perhaps  as  efiicient  work 
could  l)e  done  in  that  way?     Well,  I  wmII  withdraw  that  question. 

Mr.  Frey.  Well,  I  will  answer  that,  Mr.  Chairman.  1  have  al- 
ways made  it  the  fundamental  rule  in  my  life  that  I  will  never 
rssume  a  responsibility  unless  I  get  the  authority,  and  when  (xeneral 
Order  No.  190  was  issued,  I  immediatelv  wrote  to  the  home  office  that 
I  did  not  propose  to  be  a  spectator  in  one  way  and  be  held  respon- 
sible in  another  way;  that  the  home  office  would  have  to  assume 
full  responsibility  for  concrete-ship  construction  in  this  district. 

The  Chairman.  So  the  resident  representative  who,  is  now  there 
at  this  concrete  yard  and  in  the  one  at  San  Diego  does  not  represent 
you  as  the  district  manager  in  giving  any  instructions  or  directions 
as  to  the  method  of  work? 

Mr.  Frey.  No,  sir;  in  fact,  General  Order  No.  190  prohibits  the 
district  manager  from  writing  any  letters  to  the  contractor  or  hav- 
ing any  direct  communications  with  the  contractor.  He  must  pass 
all  his  communications  through  the  resident  representative,  and  it 
is  up  to  the  discretion  of  the  resident  representative  if  the  district 
manager  should  write  a  communication,  as  to  whether  he  will  throw 
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it  in  the  waste  basket  or  give  it  to  the  contractor.    I  did  not  propose 
to  have  myself  put  in  that  position. 

The  Chairman.  Have  you  had  any  difficulties  in  this  district 
while  you  have  been  here  as  assistant  or  as  manager,  with  wood- 
ship  construction,  defective  treenails,  or  poor  oakum,  poor  calking. 
or  other  defective  work,  or  supplies  of  an  inferior  quality? 

Mr.  Frey.  The  wood-ship  work  was  originally  under  the  juris- 
diction of  Capt.  Pillsbury,  and  as  the  work  increased,  some  time  in 
1918,  Mr.  T.  Li.  Tomlinson  was  placed  in  charge  of  the  wood-ship 
work.  While  I  was  assistant  district  officer  and  assistant  district 
manager  my  work  was  entirely  in  the  steel-ship  end  and  I  did  not 
come  in  contact  with  the  wood-ship  end  until  June,  1919,  when  I 
became  district  manager.  The  construction  work  at  that  time  had 
very  largely  been  completed,  and  my  work  has  been  almost  wholly  in 
the  direction  of  settling  up  claims  for  changes  and  extras. 

The  Chairman.  The  wood-ship  program  in  this  district  is  prac- 
tically closed,  or  is  about  to  be  closed  ? 

Mr.  Frey.  The  situation  of  the  wood-ship  program  in  this  district 
is  this :  The  last  wooden  steamer  goes  on  her  sea  trial  to-day  at  Port 
Ix)gan.  She  has  already  been  turned  over  to  the  division  of  opera- 
tions. One  wooden  hull  at  the  Chandler  Shipbuilding  Co.,  at  Wil- 
mington, will  be  launched  this  week,  which  will  finish  up  the  work 
at  that  vard.  The  work  at  the  National  Engineering  Co.  and  the 
Fulton  Shipbuilding  Co.,  at  Wilmington,  was  closed  over  a  mouth 
ago.  At  the  Benicia  Shipbuilding  Co.,  San  Francisco  Bay,  there 
is  one  wooden  hull  on  the  ways  and  it  will  be  launched  on  the  25th 
of  September.  Instructions  have  been  given  to  the  contractor  to 
only  complete  the  hull  sufficiently  to  insure  a  safe  launching,  and 
to  reduce  the  expenses  to  a  minimum.  At  the  Hanmiond  Shipbuild- 
ing Co.,  Eureka  Bay,  the  last  hull  has  been  completed,  and  is  now 
awaiting  towage  to  the  Liberty  concentration  yard,  at  San  Francisco. 
At  the  Rolph  Shipbuilding  Co.,  in  Eureka  Bay,  there  are  three 
wooden  hulls  still  under  construction,  and  in  the  case  of  those  hulls 
instructions  have  also  been  given  to  do  the  minimum  amount  of 
work,  and  only  sufficient  to  launch  them.  Those  hulls  will  be 
launched,  respectively,  in  October,  November,  and  the  first  week 
of  December  of  this  year.  At  the  Kruse  &  Banks  Shipbuilding  Co., 
Coos  Bay,  and  at  the  Coos  Bay  Shipbuilding  Co.,  also  at  Coos  Bav, 
all  construction  work  has  been  completed.  That  covers  all  the  yar^ 
in  the  district. 

I  might  add  that  in  addition  to  that  there  is  a  contract  for  four 
wooden  tugboats,  150  feet  in  length,  with  the  Main  Iron'  Works, 
San  Francisco.  The  first  hull  has  been  launched.  The  second  hull 
is  within  two  weeks  of  launching.  The  third  hull  is  about  four 
weeks  later,  and  the  fourth  hull  about  three  iveeks  beyond  No.  tH. 
Instructions  were  given  by  the  board  of  trustees  of  the  Shipping 
Board  about  10  days  ago  to  discontinue  all  work  on  those  tugs,  and 
have  the  contractor  submit  his  cancellation  claim. 

The  Chairman.  Do  you  know  whether  any  tu^  have  been  sold  in 
this  district  that  have  been  built  for  the  corporation? 

Mr.  Frey.  No,  sir.  The  only  contracts  that  there  have  been  in 
this  district  for  tugs  was  the  Main  Iron  Works  contract,  which  was 
originally  for  seven  hulls,  three  of  which  -were  canceled,  and  for 
the  four  tugs  on  which  work  has  now  been  stopped  negotiations  were 
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opened  by  the  shipowners  and  Merchants'  Tugboat  Co.  with  the 
Fleet  Corporation  for  the  purchase  of  the  same.  The  matter  was 
originally  taken  up  direct  with  Mr.  Bourne,  secretary,  at  Philadel- 
phia, and  by  him  referred  out  to  me.  The  contract  price  of  those 
tugs,  four  tugs  completed,  including  some  slight  changes  and  extras, 
weight  protection,  etc.,  was  figured  at  $1,050,000,  in  round  mmibers. 
The  shipowners  and  Merchants'  Tugboat  Co.  made  a  proposition  to 
take  over  the  four  completed  tugs  at  a  valuation  of  $500,000,  which 
I  reported  to  Philadelphia,  and  was  authorized  to  close  on  that  basis. 
The  conditions  were  that  the  total  finished  price  of  those  tugs  to  the 
Fleet  Corporation  would  be  arrived  at,  that  $500,000  would  be  de- 
ducted from  that  price,  and  the  difference  between  the  $500,000  and 
the  total  estimated  cost  would  be  paid  by  the  Fleet  Corporation  to 
the  contractor,  whereupon  the  contractor  would  cancel  the  contract, 
so  far  as  the  Fleet  Corporation  was  concerned.  He  would  then 
immediately  make  a  new  contract  with  the  shipowners  and  Mer- 
chants' Tugboat  Co.,  and  finish  the  boats  for  the  new  owners  and 
receive  the  remainder  of  the  $500,000  from  the  new  owners. 

The  Chairman.  The  remainder  of  the  $500,0(X)? 

Mr.  Frey.  The  remainder  of  the  $1,050,000  from  the  new  owners. 

Negotiations  were  about  to  be  closed  when  I  received  telegraphic 
advice  from  Mr.  Ackerson  that  all  negotiations  would  have  to  be 
discontinued  and  all  further  work  on  the  tugs  stopped,  and  this  was 
followed  some  48  hours  later  by  a  telegi'am  from  the  cancellation 
section  of  the  home  office  quoting  a  telegram  that  they  had  sent  direct 
to  the  Main  Iron  Works,  statmg  that  the  contract  had  been  sus- 
pended and  to  submit  their  cancellation  figures. 

I  immediately  called  the  attention  of  the  cancellation  division  to 
the  fact  that  three  hulls  were  still  on  the  ways  and  that  unless  the 
hull  work  was  permitted  to  proceed  to  a  point  sufficiently  to  launch 
the  hulls  and  clear  the  ways  undoubtedly  the  contractor  would  claim 
damages  from  the  Fleet  Corporation,  as  that  meant  practically  put- 
ting him  out  of  business.  The  cancellation  division  stated  that  the 
matter  would  be  referred  to  the  board  of  trustees  at  their  meeting 
on  September  6  and  they  would  advise  me  what  was  to  be  done. 
Up  to  this  date  I  have  not  received  that  advice.  However,  the  hulls 
will  have  to  be  gotten  off  the  ways. 

The  Chairman.  What  per  cent  complete  are  those  hulls,  just  to 
the  best  of  your  judgment? 

Mr.  Frey.  The  first  hull  is  complete  and  in  the  water.  The  second 
hull  has  the  planking  completed  and  there  is  about  50  per  cent  of 
the  calking  yet  to  be  done,  and  the  hull  could  be  put  in  the  water 
by  the  20th  of  this  month.  The  third  hull  is  only  framed  and  about 
40  per  cent  planked.  It  would  be  ready  for  launching  in  about  six 
weeks.  The  fourth  hull  is  framed  with  no  planking  and  could  be 
launched  in  about  seven  weeks — seven  or  eight  weeks  from  this  date. 
So  far  as  the  installation  is  concerned,  boilers  and  stacks,  they  are 
probably  80  per  cent  complete.  The  engines  and  miscellaneous 
auxiliaries  are  probably  about  60  per  cent  complete.  I  would  not 
give  you  any  definite  figure  on  that. 

The  Chairman.  With  reference  to  any  of  the  shipbuilding  plants 
in  this  district.  Mr.  Frey,  have  you  had  anjr  such  experience  with 
them  as  you  dia  with  the  J?acific  Coast  Shipbuilding  Co.  ? 
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Mr.  Fret.  In  regard  to  progress  of  construction  ? 

The  CHAiitMAN.  Progress  or  delays  or  claims  for  extras,  without 
any  itemized  schedule,  or  similar  matters  ? 

Mr.  Fret.  No,  sir.  There  was  a  delay  on  the  part  of  the  ship- 
builders, when  I  first  came  in  here,  in  putting  in  their  forms  159,  as  our 
claim  form  is  called.  There  was  a  great  deal  of  opposition  last  sum- 
mer, when  I  first  took  charge  of  that  particular  work,  in  rendering 
itemized  statements ;  but  I  advised  all  the  builders  that  unless  item- 
ized statements  were  furnished  their  claims  would  not  have  consid- 
eration, and  they  very  willingly  fell  into  line  after  the  situation  wis 
explained  to  them.  I  might  say  that  to-day  we  have  in  our  steel-ship 
cost  review  section  a  total  of  136  estimates  only.  Everything  else 
has  been  cleaned  up. 

The  Chairman.  Have  you  received  any  offers  or  proposals  for 
the  purchase  of  these  tugs  from  any  other  concern  besides  the  Ship- 
owners &  Merchants  Tugboat  Co.  ? 

Mr.  Fret.  No,  sir.  The  Shipowners  &  Merchants  Tugboat  Co. 
practically  have  a  monopoly  on  this  bay,  and  there  is  another  angle 
to  be  considered,  and  that  is,  that  these  tugs  are  coal  burners,  and 
are  what  is  known  as  the  Atlantic  Coast  type.  They  would  have  to 
be  converted  into  oil  burners  to  become  suitable  for  the  Pacific  coast 
trade. 

The  Chairman.  Do  you  know  who  comprises  the  Shipowners  4 
Merchants  Tugboat  Co.  ? 

Mr.  Fret.  Only  by  hearsay. 

The  Chairman,  i  ou  do  not  know  whether  Mr.  Rosseter  is  one  of 
them? 

Mr.  Frey.  It  is  so  reported;  but  I  can  not  vouch  for  that.  Mr. 
Thomas  Crowley  is  vice  president  and  general  manager  of  the  Ship- 
owners &  Merchants  Tugboat  Co.,  and  it  is  reported  that  the  company 
is  owned  by  Mr.  Tynan,  of  the  Union  Iron  Works,  and  Sutten  & 
Christenson.  and  it  has  also  been  stated  that  Mr.  Rosseter  is  inter- 
ested, but  I  do  not  know  whether  as  a  stockholder  or  as  a  financial 
backer  of  Mr.  Crowley. 

The  Chairman.  With  whom  did  you  conduct  the  negotiations  with 
reference  to  the  purchase? 

Mr.  Fret.  The  original  telegram  was  sent  before  I  got  into  it, 
by  Sutten  &  C^hristenson  to  IVlr.  Bourne,  and  when  I  received  the 
telegram  from  Mr.  Bourne  I  knew  that  Sutten  &  Christenson  were 
acting  merely  as  intermediaries,  and  I  immediately  took  the  matter 
up  with  Mr.  I'homas  Crowley,  the  vice  president  and  general  manager. 

The  Chairman.  You  have  never  seen  a  list  of  the  stockholders? 

Mr.  Fret.  No,  sir ;  I  have  not. 

The  Chairman.  You  do  not  know,  only  by  hearsay? 

Mr.  Fret.  That  is  all. 

The  Chairman.  Did  you  ever  hear  whether  Mayor  Rolph  was 
interested  in  that  concern? 

Mr.  Fret.  No;  I  never  heard  his  name  mentioned  in  connection 
with  them. 

The  Chairman.  Mr.  James  Smith,  or  the  King  Coal  Co.  ? 

Mr.  Fret.  No. 

The  Chairman.  How  many  wood  hulls  will  you  have  tied  up  at 
the  Liberty  site  there  when  work  is  completed  under  the  existing 
plan  and  program  of  the  Fleet  Corporation? 
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Mr.  Frey.  I  believe  the  figure  will  be  23,  as  I  remember  it  now, 
6  of  which  will  be  barkentine  hulls,  and  the  remainder  will  be  par- 
t,iaUy  steamer  hulls  and  partially  flush-deck  barges.  I  can  give  you 
tJcie  exact  figure,  if  you  would  like  to  have  it* 

The  Chairman.  Will  you  give  the  committee  your  judgment,  Mr. 
ITrey,  as  to  whether  or  not,  having  expended  the  sums  which  have 
been  spent  upon  these  wooden  hulls  in  this  district,  it  would  be  better 
for  them  to  be  completed  rather  than  held  there  *for  sale  later  in 
4;lieir  uncompleted  state  ? 

Mr.  Frey.  That  depends,  Mr.  Chairman,  very  largely  upon  what 
purchasers  can  be  secured.  I  discussed  the  matter  very  fully  with 
Commissioner  Bobinson,  of  the  Shipping  Board,  when  he  was  out 
here  recently,  and  he  told  me  that  negotiations  were  under  way  at 
t;hat  time  for  the  sale  of  100  wooden  steamers  to  European  interests, 
t^hat  the  sale  had  been  practically  closed,  and  it  was  only  a  question 
of  how  the  purchasers  were  to  be  financed.  I  told  Mr.  Robinson  that 
if  that  sale  could  be  made  it  was  my  judgment  that  these  hulls  should 
be  completed,  in  view  of  the  fact  that  the  Shipping  Board  had  the 
liuUs,  and  they  also  had  the  machinery  and  winches  and  boilers 
ashore,  and  the  hulls  were  of  no  particular  value  uncompleted  and 
the  machinery  was  of  less  value  lying  ashore. 

I  also  recommended  to  Commissioner  Robinson,  however,  that  if 
that  installation  work  should  be  done  the  work  should  be  put  out  on 
competitive  bids  to  all  the  installation  yards  on  this  coast,  stating 
specifically  what  the  Fleet  Corporation  would  furnish,  and  putting 
the  bid  on  a  lump-sum  basis  for  the  completed  steamer,  with  no  extras 
whatsoever.  I  believe  that  with  the  decrease  in  work  in  some  of  the 
yards  very  favorable  figures  could  be  secured.  I  simply  want  to  say 
this,  that  every  time  you  put  a  steel  hull  in  the  water  the  value  of  your 
wood  hull  automatically  is  reduced.  These  Ferris  type  ships  are  of 
insufficient  cubic  capacity.  In  other  words,  owing  to  their  being  wood 
ships,  the  cubic  capacity  is  materially  less  for  a  vessel  of  that  dead 
weight  than  a  steel  vessel  would  be,  and  with  the  high  cost  of  wages 
and  general  high  expenses  of  operation  it  will  be  difficult,  in  my 
judgment,  in  a  year  from  now  to  get  rid  of  wood  hulls  or  wood 
steamers  at  ahnost  any  price. 

The  Chairman.  So  that  it  is  your  judgment  that  there  is  not  a 
place  in  the  commerce  of  the  United  States  for  all  of  the  wood  ships 
which  have  been  built,  and  some  of  which  have  not  yet  been  com- 
pleted ? 

Mr.  Frey.  No,  sir;  I  do  not — not  when  the  steel -ship  program  is 
fairly  well  completed. 

The  Chairman.  Do  you  know  or  have  you  heard  that  many  of 
these  wooden  steamers  are  now  being  operated  with  a  net  income  of 
approximately  $20,000  a  month  on  the  Atlantic  coast  ? 

Mr.  Fret.  It  all  depends  upon  what  your  trade  is.    I  have  heard 
of  a  wooden  steamer  which  netted  $80,000  on  one  voyage  from  New 
York  to  Archangel  last  sumer,  but  that  was  a  specific  cargo. 
The  Chairman.  During  the  war  ? 

Mr.  Fret.  But  it  was  tne  only  vessel  available  for  the  trade. 
The  Chairman.  That  was  during  the  war? 

Mr.  Fret.  No  ;  that  was  not  during  the  war.  That  was  in  the  sum- 
mer of  this  year. 
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The  Chairman.  Oh,  I  thought  you  meant  the  summer  of  1918 
when  you  said  last  summer, 

Mr.  Frey.  You  must  bear  in  mind  that  your  insurance  rate — that 
is,  as  a  shipper  of  cargo-*-your  insurance  rate  on  a  wooden  steamer  is 
materially  higher  than  on  a  steel  steamer,  and  if  you  have  steel  tan- 
nage aA^ailable  you  are  not  going  to  ship  on  a  wooden  steamer. 

The  Chairman.  You  think,  if  you  have  concrete  tonnage  available, 
that  it  will  decrease  the  value  of  these  steel  ships? 

Mr.  Frey.  I  do  not  think  the  concrete  ship  is  a  workable  proposi- 
tion from  an  operating  standpoint. 

The  Chairman.  Have  you  any  questions,  Mr.  Kelley? 

Mr.  Kelley.  Yes,  sir;  two  or  three. 

In  the  steel-ship  construction  in  this  district,  how  many  different 
types  of  contracts  are  in  effect  ? 

Mr.  Frey.  We  have  only  two  tvpes  of  contracts.  The  Bethelehem 
Shipbuilding  Corporation  have  four  cost-plus  contracts,  and  that  is 
the  only  steel  yard  in  the  district  with  that  type  of  contract.  All  of 
the  others  are  lump-sum  contracts,  with  protection  against  increase  of 
wages  and  increase  in  freight  rates. 

Mr.  Kelley.  Do  you  consider  that  the  cost-plus  contract  is  more 
favorable  to  the  contractor  than  the  lump-sum  kind  ? 

Mr.  Frey.  No;  I  do  not  consider  a  cost-plus  contract  more  favor- 
able to  the  contractor  than  a  lump-sum  contract  where  the  lump-sum 
contract  has  protection  against  wage  increases  and  freight  increases. 
I  should  consider  the  cost-plus  contract  a  dangerous  contract,  how- 
ever, unless  it  is  very  closely  watched,  but  I  will  say  in  reference  to 
the  Bethelehem  cost-plus  contracts  that  on  the  three  ships  on  which 
the  counts  have  been  substantially  completed,  the  cost  show^ing  has 
been  remarkably  good,  and  the  contractor  will  earn  either  the  entire 
or  a  very  large  proportion  of  his  saving  premium. 

Mr.  Kelley.  Now,  on  a  cost-plus  contract,  such  as  the  Bethlehem 
people  had  in  this  district,  how  did  the  estimated  cost  as  fixed  in  the 
contract  compare  with  the  lump-sum  contracts  of  similar  construc- 
tion, as  given  to  other  companies  ? 

Mr.  Frey.  That  is,  the"  price  fixed  in  the  contract?  Speaking 
from  memory,  I  think  the  price  fixed  in  the  Bethlehem  contract  for 
the  tankers  is  slightly  less  than  the  lump-sum  contract  price  fixed  in 
the  Moore  tanker  contract.  That  is  mv  recollection  offhand.  In 
other  words,  your  question  means  whether  an  abnormally  high  price 
is  fixed  in  the  contract  to  allow  the  contractor  to  earn  his  premium? 

Mr.  Kelley.  That  is  what  I  was  trying  to  work  out. 

Mr.  Frey.  No.  sir. 

Mr.  Kelley.  Do  you  know  of  any  reason  why  the  Bethlehem  people 
should  have  this  sort  of  a  contract  and  nobody  else? 

Mr.  Frey.  I  do  not  know  definitely.  It  was  my  understanding  that 
at  the  time  the  Bethlehem  cost-plus  contracts  were  made — ^and  I 
might  say  that  at  that  time  there  was  a  cost-plus  contract  made  with 
Moore,  which  was  subsequently  changed  to  a  lump-sum  contract- 
that  there  was  a  feeling  on  the  part  of  our  Philadelphia  office  that 
the  wage  and  material  prices  had  about  reached  their  peak,  and  that 
it  was  desirous  for  the  interests  of  the  Fleet  Corporation  to  mate 
lump-sum  contracts,  so  as  to  secure  for  the  Fleet  Corporation  any 
reduction  which  might  result.  That  is  my  understanding.  How- 
ever, it  did  not  work  out  that  way. 
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Mr.  Kellex.  Is  it  your  understanding  that  the  Bethlehem  people, 
in  all  of  their  plants,  were  operating  under  contracts  similar  to  the 
ones  here? 

Mr.  Frey.  I  can  not  say  as  to  that.  I  have  no  knowledge  of  the 
other  contracts. 

Mr.  Kelley.  Now,  you  spoke  of  the  fact  that  the  Pacific  Coast 
Shipbuilding  Co.,  if  that  is  the  exact  name  of  it,  was  not  able  to 
impress  itself  upon  this  office  with  regard  to  the  housing  proposition, 
and  had  been  turned  down. 

Mr.  Frey.  I  did  not  exactly  make  that  statement.  No;  you  mis- 
understood me.  What  I  stated  was  that,  as  I  understood  the  original 
negotiations  between  the  Pacific  Coast  Shipbuilding  Co.  and  the 
Fleet  Corporation,  they  were  handled  with  the  Philadelphia  office 
and  started  about  February,  1918. 

Mr.  Kelley.  Yes ;  but  what  I  have  in  mind  is  something  different. 
Subsequent  to  that,  after  they  got  started  out  there,  their  housing 
conditions  were  not  working  out  successfully,  and  in  this  office  you 
did  not  see  fit  to  grant  their  request  for  housing  assistance,  but 
finally  Mr.  Schwab  and  Mr.  Piez  came  through  here,  and  after  that 
it  was  put  through  with  the  home  office.  Is  not  that  what  you  said  ? 
Mr.  Fkey.  Yes;  that  is  correct. 

Mr.  Keixey.  Now,  that  evidently  went  through  against  your  best 
judgment  here,  at  this  office. 

Mr.  Frey.  I  understand  from  Capt.  Pillsbury  that  it  was  very 
much  against  his  recommendations  and  very  much  against  his  judg- 
ment that  the  Fleet  Corporation  entered  into  that  housing  project. 
I  might  say  that  we  had  application  from  at  least  one  otlier  ship- 
builder, a  wood  yard,  and  also  had  applications  from  various  private 
interests  for  assistance  in  housing,  but  we  always  discouraged  those 
i-equests,  as  we  felt  that  the  conditions  out  here  were  such  that  if  any 
housing  was  needed  there  was  sufficient  private  capital  to  take  care 
of  it.  There  was  one  large  housing  project  put  up  to  us  just  before 
the  armistice,  for  East  Oakland,  and  we  told  the  promoters  that,  so 
far  as  the  Fleet  Corporation  was  concerned,  we  would  not  recom- 
mend any  financial  assistance,  but  that  if  they  could  satisfy  us  that 
they  had  the  proper  financial  backing,  we  would  give  them  full  sup- 
port with  the  Priorities  Board  to  secure  the  release  of  building  mate- 
rials, and  that  was  our  position  also  in  connection  with  another 
project  at  Los  Angeles,  or,  to  be  more  correct,  San  Pedro. 

Mr.  Ket^ley.  Your  objection  to  the  housing  proposition  was,  in 
the  first  place,  generally  that  it  was  not  needed  ? 

Mr.  Frey.  No  ;  not  because  it  \vas  not  needed 

Mr.  Kelley.  No;  wait  a  minute — that  Government  assistance  was 
not  needed  in  this  locality,  that  any  reasonable  project  could  be 
financed  locally;  and,  next,  you  did  not  have  much  confidence  in  the 
people  managing  this  Pacific  Coast  Shipbuilding  Co.,  anyhow,  and 
that  your  general  transactions  with  them. were  of  such  a  character  as 
rather  put  you  on  your  guard  against  tying  up  with  them  any  fur- 
ther.   Is  not  that  aooiit  the  situation  ? 

Mr.  Frey.  Yes.  sir.     Our  position  was,  the  way  we  looked  at  it 
here,  that  if  a  project  was  not  good  enough  fcr  private  capital  to 
go  into  it  was  not  good  enough  to  spend  the  Government  money  on  it. 
Mr.  Kelley.  That  sounds  verv  reasonable  and  sensible. 


916  SHIPPING  BOABD  OPERATIONS. 

Now,  the  home  office,  of  course,  must  have  been  advised  as  to  your 
attitude  toward  this  project? 

Mr.  Frey.  Well,  I  thmk  they  were  fully  advised  by  Capt.  Pills- 
bury. 

Mr.  Kelley.  The  correspondence  with  the  home  office  would  un- 
doubtedly show  that. 

Mr.  Frey.  I  do  not  know  about  the  correspondence.  Capt.  Pills- 
bury  was  East  in  the  spring  of  1918,  and  I  believe  the  matter  wi» 
discussed  there.    I  so  understand  from  him. 

Mr.  Kelley.  Now,  did  you  mention  the  fact  that  Mr.  Piez  and 
Mr.  Schwab's  visit  here  to  simply  fix  the  time  when  the  housing 
project  got  imder  way,  or  did  you  mention  that  as  an  indication  that 
they  approved  of  the  proposition  when  they  were  here,  and  put  it 
through  when  they  got  back  ? 

Mr.  Frey.  No;  the  agreement,  I  believe,  was  drawn  up  in  pencil 
on  the  site  of  Clyde,  and  signed  informally  right  there.  That  is  as 
I  ffet  the  story. 

Mr.  Kelley.  By  whom,  Mr.  Frey? 

Mr.  Frey.  Signed  by  Mr.  Piez,  approved  by  Mr.  Cuthell,  and 
signed  on  behalf  of  the  Pacific  Coast  Shipbuilding  Co.  by  Mr.  Bur- 
gess, and  subsecjuently  confirmed  by  formal  agreement. 

Mr.  Kelley.  Then  Mr.  Piez  was  eut  there  on  the  ground  and 
looked  the  thing  over? 

Mr.  Frey.  That  is  my  understanding. 

Mr.  Kelley.  How  long  after  the  original  contract  was  let  for  the 
Pacific  Coast  Shipbuilding  Co.  did  Mr.  Radford  come  out  here? 

Mr.  Frey'.  The  chairman  asked  me  that  question.  I  can  not  say. 
That  was  before  I  got  into  the  Fleet  Corporation. 

•  Mr.  Kelley.  Well,  he  has  been  out  there  since  you  have  beea 
here? 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  And  you  came  here  when  ? 

Mr.  Frey.  May  1,  1918.  I  think  Mr.  Radford  came  here  about 
that  time.  I  did  not  come  in  contact  with  him  until  several  months 
later. 

Mr.  Kelley.  What  was  his  salary  out  there  when  you  interfered 
with  the  payments  ? 

Mr.  Frey.  His  salary  was  $18,000,  so  far  as  the  pay  roll  showed. 

Mr.  Kelley.  What  were  his  duties  there? 

Mr.  Fref.  I  have  never  been  able  to  discover. 

Mr.  Kei^ey.  He  was  not  performing  much  service,  as  far  as  you 
could  see  ? 

Mr.  Frey.  Not  as  far  as  I  could  see.  At  the  present  time,  with 
Mr.  Seagrave  being  in  the  East,  he  is  in  active  charge  of  affairs  up 
there. 

Mr.  Kelley.  Is  he  a  practical  shipbuilder — Mr.  Radford? 

Mr.  Frey.  I  understand  he  is  a  graduate  of  Annapolis.  I  do  not 
know  in  what  branch,  though. 

Mr.  Kelley.  In  the  case  of  the  concrete  ships,  have  the  contractors 
any  financial  obligations  whatever? 

Mr.  Frey.  None  whatsoever ;  no,  sir. 

Mr.  Kelley.  What  did  they  bring  to  the  arrangement? 

Mr.  FREr.  Are  you  referring  to  Oakland  or  San  Diego? 
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Mr.  Kelley.  Well,  either  one,  or  both.    Let  us  take  one  at  a  time. 

Mr.  Frey.  Well,  take  Oakland.  A  number  of  shipping  men  in 
"tlie  city  here,  during  the  early  part  of  last  year,  I  think,  when  the 
steel  situation  became  very  acute,  pooled  together  and  built  the 
''aithy  a  vessel  of  approximately  5,000  tons  dead-weight.    That  was 

ith  their  own  money  and  purely  as  an  experiment. 

Mr.  Kelusy.  Who  were  the  men  that  went  into  the  deal  ? 

Mr.  Frey.  The  people  who  built  that  were  known  as  the  San  Fran- 
cisco Shipbuilding  Co.,  which  was  financed  by  Comyn,  Mackall  & 
Co.,  Sutten  &  Christenson,  John  Lanson,  of  Balfour,  Guthrie  &  Co., 
and  some  other  interests  that  I  am  not  familiar  with. 

Mr.  Keli^y.  This  is  the  Faith  that  you  are  speaking  of  ? 

Mr.  Frey.  This  is  the  Faith,  The  vessel  was  launched  and  proved 
very  successful.  Subsequently,  when  the  Fleet  Corporation  decided 
^o  go  into  concrete  ship  construction,  the  San  Francisco  Shipbuilding 
Co.  was  the  one  with  whom  the  agency  contract  was  made.  I  con- 
sidered that  the  San  Francisco  Shipbuilding  Co.  brought  to  the  Fleet 
Corporation,  in  consideration  of  their  fee,  all  of  the  experience  they 
liad  gained  in  the  construction  of  the  Fcdth^  and  some  of  their  lead- 
ing men  at  the  Oakland  concrete  yard  are  men  who  were  actually  on 
the  Faith  construction. 

Mr.  Keli-ey.  Well,  those  men  are  on  the  pay  roll  of  the  United 
States,  are  they  not  ? 

Mr.  Frey.  ifes,  sir. 

Mr.  Kelley.  So  that  we  have  their  services,  anyhow,  outside  of 
the  fee? 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  Now,  what  do  we  get  for  the  fee? 

Mr.  Frey.  I  do  not  know.  That  was  another  case  of  excessive 
salaries  in  the  beginning. 

Mr.  Kelley.  Just  tell  us  about  that,  Mr.  Frey,  about  the  salaries 
there. 

Mr.  Frey.  There  was  a  man  by  the  name  of  Kahn  there  as  assist- 
ant to  the  president,  who  was  on  the  pay  roll  originally,  I  think,  at — 
well,  I  don't  I'emember  the  exact  figures,  so  I  will  not  mention  them, 
but  what  we  consider  an  excessive  salary;  but  there  was  no  service 
that  we  could  see,  and  we  finally  forced  his  name  off  the  pay  roll. 

Mr.  Kelley.  You  have  the  figure,  so  that  you  can  insert  the 
amount  of  his  salary  ? 

Mr.  Frey.  I  can  insert  the  figure. 

Mr.  Kelley.  Did  the  Fleet  Corporation  pay  the  salaries  of  all 
the  officers  of  the  San  Francisco  Shipbuilding  Co.  that  were  on  the 
plant  down  there? 

Mr.  Frey.  That  were  actually  on  the  plant? 

Mr.  Kelley.  That  were  actually  on  the  plant. 

Mr.  Frey.  Not  the  executive  officer ;  no. 

Mr.  Kelley.  And  all  the  men  that  had  any  experience,  as  far  as 
you  know,  that  built  the  Faith  were  paid  outside  of  the  fee  that  went 
to  the  company  by  the  Fleet  Corporation  ? 

Mr.  Frey.  Well,  everybody  who  was  actually  employed  on  the 
work  at  Government  Island  was  paid  outside  of  a  fee.  In  other 
words,  the  fee  was  net  to  the  contractor. 

Mr.  Kelley.  And,  so  far  as  you  have  been  able  to  discover,  the 
Sovemment  gets  really  no  return  for  that  fee  ? 
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Mr.  Frey.  I  have  not  been  able  to  discover  anjr  direct  return,  and 
I  may  say  also  that  the  San  Francisco  Shipbuilding  Co.  feel  thai 
they  have  been  wasting  their  time  on  that  project,  due  to  the  fact 
that  the  contract  was  originally  for  eight  ships,  which  would  have 
given  them— I  think  the  fee  is  $15,000  per  ship— $120,000.  Then, 
that  contract  was  cut  down  to  three  shiips,  and  they  figure  that  it 
was  largely  a  waste  of  time.    They  are  people  of  large  interests. 

Mr.  Kelley.  These  stockholders  of  the  San  Francisco  Shipbuild- 
ing Co.  under  the  original  contract  would  have  received  $120,0(h) 
in  fee? 

Mr.  Frey.  That  is  my  recollection.  I  would  like  to  correct  that 
if  I  find  I  am  wrong. 

Mr.  Keixey.  And  they  assumed  no  financial  responsibility  and 
made  no  investment  in  this  yard  down  here  ? 

Mr.  Frey.  No,  sir. 

Mr.  Kelley.  Who  made  that  contract  on  behalf  of  the  Govern- 
ment? 

Mr.  Frey.  I  can.  not  say  oflFhand.  I  do  not  remember  who  signed 
tliat. 

Mr.  Kelij5y.  You  have  copies  here,  of  course,  of  the  contract  ? 

Mr.  Frey.  Yes;  we  have  copies  of  the  contract. 

Mr.  Kelley.  Now,  you  were  speaking  about  excessive  salaries 
there  at  this  yard,  the  San  Francisco  yard.    Just  go  on  with  that 

Mr.  Frey.  Well,  that  was  the  only  one.  There  were  some  minor 
things  there  with  smaller  people  that  we  criticized  from  time  to 
time,  but  that  was  the  only  outstanding  case  that  I  have  in  mind  now. 

Mr.  Kelijcy.  Going  back  to. the  salaries,  what  about  the  salaries 
paid  at  the  Pacific  Coast  Shipbuilding  Co.  plant? 

Mr.  Frey.  The  salaries  of  the  Pacific  Coast  Shipbuilding  Co. 
were  $25,000  per  annum  for  President  Burgess,  $20,000  for  Vice 
President  Scott,  $18,000  per  annum  for  Vice  President  Radford, 
$15,000  per  annum  for  Efficient  Expert  Seagrave,  $12,000  per  annum 
for  Secretary  Downing.  We  are  not  particularly  interested  in  what 
salaries  they  paid,  except  that  those  salaries  came  out  of  the  im- 
pressed fund,  and  when  it  became  apparent  last  winter  that  they 
would  probably  finish  the  contract  either  with  a  deficit  or  with  a 
very  small  pront,  we  advised  the  Pacific  Coast  Shipbuilding  Co.,  in 
about  February  that  they  must  reduce  their  salaries ;  that  they  could 
set  up  in  their  books,  if  they  wished,  the  difference  between  what  we 
considered  reasonable  salaries  and  the  salaries  they  had  aUotted  to 
themselves,  and  if  the  contract  showed  a  profit  at  the  end,  they  could 
pay  themselves  the  additional  money. 

*Mr.  Burgess  was  formally  advised  by  letter  by  Capt.  Pillsbury,  in 
March,  to  make  those  reductions,  but  took  no  action.  He  said  he 
would  look  into  it.  I  went  east  shortly  after  that,  and  I  took  the 
matter  up  with  Mr.  Piez,  and  told  him  that  the  San  Francisco 
office  required  his  sui)i>ort,  and  forced  the  matter  through.  Mr.  Piez 
looked  over  the  list  1  handed  him  and  said  he  considered  it  abso- 
lutely ridiculous  for  a  10-ship  yard  to  pay  such  salaries,  and  author- 
ized "me  to  send,  in  his  behalf,  a  telegram  to  Capt.  Pillsbury  instnict- 
ing  that  the  salaries  of  Mr.  Burgess,  Mr.  Scott,  and  Mr.  Radford 
and  Mr.  Seagrave  be  reduced  to  $5,000  per  annum,  effective  April  1. 
1919,  and  the  salary  of  the  secretary  to  $3,000,  as  I  remember  it,  and 
that  was  done. 
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Mr.  Kelley.  Now,  when  the  contract  was  originally  made  with 
t^liis  company,  if  I  understand,  a  fund  of  about  $700,000  was  placed 
to  their  credit,  but  controlled  by  the  Fleet  Corporation  ? 

Mr.  Fret.  No  ;  that  is  not  quite  right. 

Mr.  Kelley.  Just  state  the  exact  fact  as  to  that. 

Mr.  Frey.  There  was  an  impressed  fund  established  under  a  subse- 
quent agreement. 

Mr.  Kelley.  Not  in  the  original  contract  ? 

Mr.  Frey.  Not  in  the  original  agreement,  but  iii  a  subsequent  agree- 
ment.   That  impressed  fund,  as  I  remember  it,  is  kept  at  $500,000. 

Mr.  Kelley.  Now,  the  $700,000  that  they  received  under  the  origi- 
nal contract,  was  that  an  impressed  fund? 

Mr.  Frey.  My  recollection  now  is  that  it  was.  I  am  not  positive 
of  that. 

Mr.  Kelley.  And  that  was  all  the  money  they  had  at  first,  was 
it  not? 

Mr.  Frey.  I  made  an  analysis  of  the  Pacific  Goast  Shipbuilding 
Co.'s  finances  last  March  before  I  went  East,  and  while  I  had  no 
definite  figures  to  work  on,  working  backward  and  forward  and 
obtaining  a  result,  it  showed  me  that  the  actual  real  money  that 
went  into  the  plsgat  was  in  the  neighborhood  of  $86,000.  In  other 
ivords,  'there  was  $700,000  that  came  from  the  Fleet  Corporation 
out  of  the  initial  payment ;  $690,000  came  out  of  the  $750,000  bond 
issue.  They  had  at  that  time  an  overdraft  with  one  of  the  banks 
here  of  approximately  $200,000  and  then  there  were  a  few  odds  and 
ends  that  I  was  able  to  trace. 

Mr.  Kelley.  Now,  your  interest  in  the  salary,  as  you  stated,  was 
that  it  was  being  paid  out  of  funds  advanced  by  the  Government 
of  the  United  States? 

Mr.  B'rey.  For  production  purposes. 

Mr.  Kelley.  For  production  purposes;  yes. 

Mr.  Frey.  And  I  did  not  consider  that  any  of  those  gentlemen  were 
doing  sufficient  ship  construction  to  warrant  those  salaries. 

Mr.  Kelley.  Those  salaries  were  being  paid  at  the  time  Mr.  Piez 
made  that  nienioranduni  out  there,  were  they  ? 

Mr.  Frey.  I  believe  so,  but  please  bear  in  mind  that  that  was  in  the 
beginning  of  the  contract,  and  it  had  not  been  possible  at  that  time 
to  develop  whether  our  contention  that  the  company,  being  so  far 
away  from  the  labor  markets,  it  would  hinder  them  in  their  work, 
or  whether  they  were  correct  in  their  assertion  that  they  were  going 
to  be  benefited  by  being  37  miles  awav  from  San  Francisco,  they 
claiming  that  the  benefit  accrued  would  be  that  the  men  would  not  be 
subject  to  labor  unions,  and  that  they  could  induce  the  farmer  boys 
in  tlie  neighborhood  to  become  shipbuilders. 

Mr.  Kelley.  Do  you  know  whether  or  not  Mr.  Radford's  position 
in  the  home  office  was  so  well  adjusted  there  that  he  could  have  made 
this  contract  himself? 

Mr.  Frey.  I  can  not  say  as  to  that.    That  is,  sign  the  final  contract? 

Mr.  Kelley.  Well,  bring  it  to  a  point  where  the  signing  might  be 
more  or  le.ss  a  matter  of  course. 

Mr.  Frey.  Well,  I  can  not  say  as  to  that.    I  do  not  know. 

Mr.  Kelley.  Now,  what  about  the  character  of  the  contractors  at 
San  Diego?  How  much  financial  responsibility  have  they  in  con- 
nection with  the  contract  there? 
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Mr.  Frey.  Absolutely  nothing. 

Mr.  Kblley.  And  they  get  the  same  fee  of  $15,000  per  ship? 

Mr.  Frey.  They  get  a  fee  of  $16,000  per  ship,  and  if  the  final  cost 
per  hull  is  less  than  $375,000,  they  get  a  saving  on  that. 

Mr.  Kelley.  Of  50  per  cent  of  what  they  save? 

Mr.  Frey.  I  think  that  is  the  figure. 

Mr.  Kelley.  Under  the  estimate  ? 

Mr.  Frey.  Under  the  estimate  of  $375,000. 

Mr.  Kelley.  Who  are  these  people  down  there? 

Mr.  Frey.  The  contract  was  originally,  let  to  the  Scofield  En- 
gineering Co.,  which  I  understand  is  a  Philadelphia  concern,  I  did 
not  know  of  them  before,  except  they  did  some  work  for  the  Mare 
Island  Navy  Yard,  I  believe,  some  years  before  in  connection  with 
the  breakwater  up  there. 

Mr.  Kelley.  Any  other  interests  anywhere  that  you  have  been  able 
to  discover? 

Mr.  Frey.  No,  sir;  not  so  far  as  I  know. 

Mr.  Keli^y.  No  Middle  West  interests  involved  ? 

Mr.  Frey.  No ;  I  do  not  know.  I  have  heard  that  some  people  in 
Chicago  were  interested  in  the  company,  but 

Mr.  Kelley.  Whom  have  you  heard  were  interested  in  Chicago! 

Mr.  Frey.  Well,  this  is  the  way  I  got  that  impression:  The  contract 
with  the  Scofield  Engineering  Co.  provides  that  no  material  is  to  be 
purchased  by  the  contractor  from  any  concern  in  which  he  has  an 
mterest,  unless  the  matter  is  first  referred  to  the  Emergency  Fleet 
Corporation  for  approval.  We  use  in  concrete-ship  construction  at 
San  Diego  what  they  term  a  cement  chair,  which  is  a  small  piece  of 
cement  placed  underneath  the  bars  to  keep  the  bars  away  from  the 
wood  forms.  I  found  that  our  auditor  down  there  was  holding  up  a 
number  of  bills  for  a  concern  in  Chicago  for  furnishing  cement 
chairs,  and  while  the  Scofield  people  were  complaining  that  they 
could  not  get  the  bills  passed,  I  could  never  get  a  very  clear  idea  why 
they  could  not  get  them  passed,  until  very  recently,  and  it  developed 
that  Mr.  Beed's  auditor,  Mr.  Flynn,  had  gotten  onto  the  fact  that  the 
Scofield  Engineering  Co.  were  stockholders  in  this  particular  concern. 

Mr.  Kelley.  In  Chicago  ? 

Mr.  Frey.  In  Chicago. 

Mn  Kelley.  What  is  the  name  of  that  concern  in  Chicago  ? 

Mr.  Frey.  I  will  have  to  look  it  up.  I  think  it  was  Phelps.  I 
may  say  in  fairness  to  the  Scofield  Engineering  Co.  that  they  took 
competitive  bids  on  these  chairs,  and  the  price  of  this  Chicago  con- 
cern was  apparently  very  reasonable,  and  it  was  purely  a  technicality, 
but  the  correspondence  which  took  place  gave  the  impression  that 
there  was  some  financial  connection  between  the  Scofield  Engineering 
Co.  and  some  interests  in  Chicago.  Who  those  interests  are  I  do 
not  know. 

Mr.  Kelley.  Do  you  know  anything  about  the  General  Contrac- 
tors' Co.,  of  Chicago  ? 

Mr.  Frey.  I  have  never  heard  of  them ;  no,  sir. 

Mr.  Kelley.  In  the  case  of  the  San  Diego  contractors,  they  had 
never  had  any  experience  at  all,  so  far  as  you  know,  in  the  construc- 
tion or  in  the  attempted  construction  of  cement  vessds  ? 

Mr.  Frey.  No,  sir;  none  whatsoever. 
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Mr.  ICellet.  Then  the  fee  that  they  will  get  out  of  them  will  be 
WL  mere  gratuity  to  them,  as  far  as  the  Government  is  concerned? 

Mr.  Frey.  That  was  the  reason  for  the  issuance  of  General  Order 
IXo.  190.  We  took  very  strong  exception  to  the  salaries  which  were 
paid  to  the  executive  officers  at  the  San  Diego  yard.  In  our  organi- 
zation we  had  three  departments  originally  in  this  office — the  steel 
ship,  the  wood  ship,  and  the  concrete  shop — and  we  had  at  the  head 
of  the  concrete-ship  section  Capt.  Hynds,  who  was,  in  my  opinion, 
a  very  competent,  conscientious,  and  honest  man.  Capt.  Hynds 
found  last  fall  that  the  salaries  paid  at  San  Diego  were  excessive, 
and  there  were  entirely  too  many  people  on  the  pay  roll  and  entirely 
too  many  relatives,  and  he  and  Capt.  Pillsbury  made  a  very  deter- 
mined fight  in  the  matter.  I  happened  to  be  down  there  on  he  31st 
of  December  of  last  year  when  the  matter  was  discussed.  We  finally 
forced  certain  people  off  the  pay  roll,  which  resulted  in,  as  we  felt,  a 
certain  enmity  on  the  part  of  Mr.  Wig,  of  the  concrete  section  of  * 
the  Philadelphia  office,  against  this  offiee.  After  that  Mr.  Wig  con- 
sidered Capt.  Hynds  as  being  entirely  incompetent  and  an  undesir- 
able employee  of  the  Government,  although  Capt.  Hynds,  as  I  under- 
stand it,  came  to  the  Fleet  Corporation  at  Mr.  Wig  s  suggestion  and 
had  gone  into  the  concrete-ship  work  very  much  against  his  own 
wishes,  as  he  desired  to  go  to  France  with  the  United  States  forces. 

Mr.  Kelley.  Now,  as  a  result  of  your  guarding  the  Government's 
interests  in  the  way  of  cutting  off  excessive  salaries  and  tlie  cutting 
off  of  relatives,  and  all  that  kind  of  thing,  the  answer  seems  to  have 
been  that  the  home  office  took  entire  control  of  the  sliipbuilding  busi- 
ness in  this  district ;  took  it  entirely  out  of  your  hands  and  handled 
it  entirely  from  Philadelphia  ? 

Mr.  Fret.  When  the  discussion  was  up  in  regard  to  General  Order 
No.  190,  in  May  last,  we  protested  against  it.  Mr.  Wig  happened 
to  be  out  on  the  cost  here,  and  liis  general  explanation  was  that  he" 
felt  that  Capt.  Hynds,  and  consequently  this  office,  had  shown  a 
spirit  of  enmity  against  the  San  Diego  yard,  and  that  he  deemed  it 
desirable  that  the  San  Diego  yard  and  the  Oakland  yard  be  not  under 
the  same  general  supervision. 

I  may  also  say  that  whereas  the  Oakland  yard  has  launched  one 
vessel,  one  vessel  ready  for  launching,  barring  this  recent  accident, 
and  has  the  third  vessel  ready  for  concreting,  the  San  Diego  yard's 
first  vessel  is  only  ready  for  concreting  at  the  second  deck  and  the 
se<x>nd  vessel  only  ready  for  concreting  at  the  main  deck.  The  work 
has  been  extremely  slow.  We  have  always  felt  that  there  was  a 
desire  on  the  part  of  Mr.  Wig  to  let  the  Oakland  yard  do  the  experi- 
mental work  and  make  the  mistakes  and  get  discredited  and  let  the 
San  Diego  yard  drag  behind  and  take  ad\'antage  of  their  mistakes 
and  make  records.  That  attitude  has  been  very  apparent  both  to 
Capt.  Pillsbury  and  myself,  although  we  may  be  mistaken. 

Mr.  Keuley.  What  were  the  salaries  paid  at  San  Diego? 

Mr.  Frey.  I  will  give  you  that  record,  Mr.  Kelley.  I  can  not  give 
you  those  figures  offhand,  and  I  want  to  get  them  correct. 

1  may  say  there  that  the  original  contract  for  the  San  Diego  con- 
crete work  was  made  with  the  Scofield  Engineering  Co.,  and  subse- 
quently assigned  by  them  to  another  corporation  known  as  the  Pacific 
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Marine  &  Construction  Co.,  in  whose  name  the  work  is  now  being 
done. 

Mr.  Kelley.  Are  they  western  men  or  eastern  men  ? 

Mr.  Fret.  The  same  interests — simply  subsidiaries;  that  is  alL 
That  is,  I  say  the  same  interests.  I  assume  they  are.  I  know  nothing 
to  the  contrary. 

Mr.  KEiiLEY.  So  far  as  you  have  been  able  to  discover  from  an 
examination  of  the  records  and  everything? 

Mr.  Fret.  Ye.s ;  thei-e  has  been  no  change  in  officers  or  anything. 

Mr.  KeliLey.  I  think  when  you  answer  the  question  as  to  salaries 
that  is  all  I  have.  My  question  was  to  give  the  salaries  paid  at  San. 
Di^o. 

Mr.  Frey.  I  think  it  might  be  well  to  put  this  in  the  record. 

The  Chairman.  Can  you  spare  that  copy? 

Mr.  Frey.  Yes;  I  can  spare  that  copy.  I  can  have  copies  made. 
It  is  an  absolutely  top-heavy  organization.  These  are  only  the 
executives,  the  overhead  only. 

Mr.  Keluey.  This  is  simply  a  list  of  the  employees  in  the  office 
down  there — the  executive  officers? 

Mr.  Frey.  The  executive  and  supervisory  staff. 

Mr.  Keixet.  And  not  workmen  in  the  vard? 

Mr.  Frey.  Not  direct  labor;  no,  sir. 

Mr.  Kelley.  How  many  men  are  employed  down  there? 

Mr.  Frey.  I  could  not  sav  offhand.    Do  vou  mean  in  the  vard? 

Mr.  Kellb\'.  In  the  vard. 

Mr.  Frey.  Well,  I  Ihink  there  are  in  the  neighborhood  of  a  thon- 
sjind.    That  is  my  i*ecollection. 

Mr.  Kelley.  We  may  have  this  copy  ? 

Mr.  Frey.  T  will  have  copies  made,  yes:  and  furnish  them  to  you. 

Mr.  Kelley.  This  is  a  statement  of  the  pei'sonnel,  or  just  what 
vou  call 

Mr.  Frey.  A  statement  of  the  executive  and  supervisory  personnel. 

Mr.  Keij[.ey.  Of  the  Pacific  Marine  &  Construction  Co.,  at  San 
Diego,  made  as  of  June  4,  1918,  to  August  20,  1919.  I  do  not  see 
the  amount  of  the  salary,  Mr.  Frey. 

Mr.  Frey.  Yes;  that  is  shown  weekly.  That  is  their  method  of 
paying  it.    This  is  the  weekly  salary  [indicating]. 

Mr.  KjiLLEY.  Oh,  yes.  This  shows  the  weekly  salary  of  E.  M. 
Scofield,  president,  of  $192.30.    I  suppose  that  is  $10,000  a  year. 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  Who  is  Mr.  Scofield ;  that  is,  what  do  you  know  of 
him  ? 

Mr.  Frey.  He  is  the  president  of  the  Scofield  Engineering  Co. 

Mr.  Kelley.  What  service  does  he  render  there? 

Mr.  Frey.  Merely  the  service  as  president  and  executive. 

Mr.  Kelley.  Has  he  had  much  experience  in  shipbuilding? 

Mr.  Frey.  No,  sir. 

Mr.  Kelley.  Of  any  kind  ? 

Mr.  Frey.  No,  sir:  he  has  had  experience  in  concrete  building 
construction. 

Mr.  Kelley.  And  he  knows  nothing  about  shipbuilding? 

Mr.  Frey.  Not  so  far  as  I  know. 

Mr.  Kelley.  Do  you  k»ow  anything  about  his  financial  responsi- 
bilitv  ? 
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Mr.  Fret.  No  ;  I  do  not. 

Mr.  Kelley.  Here  is  P.  J.  Hickey,  received  $192. 

Mr.  Frey.  He  did  receive  $192. 

Mr.  Kelley.  That  is  the  same? 

Mr.  Frey.  You  will  notice  that  he  has  been  reduced. 

Mr.  Kelley.  Who  is  L.  M.  Scofield? 

Mr.  Frey.  L.  M.  Scofield  was  the  Philadelphia  agent  of  the  Sco- 
field Engineering  Co.  He  is  off  the  pay  roll  entirely.  It  shows  so 
there,  does  it  not? 

Mr.  Kelley.  "  E." 

Mr.  Frey.  Resigned. 

Mr.  Kelley.  "R"  is  set  out  as  opposite  the  amount  of  weekly 
salary. 

Mr.  Frey.  He  is  the  man  that  created  this  acute  situation. 

Mr.  Kelley.  Just  how  was  tliat^  Mr.  Frey  ? 

]Mr.  Frey.  Well,  Mr.  L.  M.  Scofield  was  in  Philadelphia,  stationed 
there,  and  we  would  take  up  certain  matters  with  the  Pacific 
Marine  &  Construction  Co.  here  and  criticize  them,  or  ask  to  have 
certain  things  done.  They  would  get  on  the  wire  with  Mr.  L.  M. 
Scofield  in  Philadelphia,  and  Mr.  Scofield  would  see  somebody  in 
the  Fleet  Coiporation,  and  in  many  instances  we  were  outsiders,  and 
we  would  fincf  out  about  things  by  Mr.  L.  M.  Scofield.  Finally  Capt. 
Pillsbury  forced  an  issue  with  the  Scofield  people,  and  told  them 
that  he  could  not  see  any  necessity  for  a  Philadelphia  representative. 
I  have  forgotten  what  his  salary  was  now,  and  Mr.  L.  M.  Scofield 
finally  resigned. 

Mr.  Kelley.  This  little  corporation,  having  no  financial  interest 
in  this  plant  down  here,  maintained  L.  M.  Scofield  in  Philadelphia 
as  their  agent,  and  what  salary  was  he  being  paid? 

Mr.  Frey.  $5,000  a  year. 

Mr.  Kelley.  That  salary  was  being  paid  here  by  the  Fleet  Cor- 
poration apparently. 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  Who  were  the  other  people  in  there  to  whom  you  ob- 
jected on  account  of  relationship? 

Mr.  Frey.  There  was  another  gentleman  there  by  the  name  of 
Spier.  I  have  forgotten  his  initials.  He  had  the  title  of  general 
purchasing  agent.    He  is  a  brother-in-law  of  the  Scofields,  I  believe. 

Mr.  Kelley.  Spier? 

Mr.  Frey.  You  will  find  him  under  the  purchasing  department, 
probably. 

Mr.  Kelley.  You  can  find  him  quicker  than  I  can.  [Handing  list 
to  the  witness.] 

Mr.  Frey.  Oswald  Speir,  vice  president  and  purchasing  agent. 
His  salary  was  $115.38. 

Mr.  Kelley.  A  week? 

Mr.  Frey.  A  week.  Resigned  April  3, 1919.  Will  you  please  turn 
back.  That  is  G.  M.  Scofield,  the  Philadelphia  man.  His  title  was 
president,  and  his  salary  was  $153.84  per  week ;  resigned  Januarv  18, 
1919. 

Mr.  Kelley.  Was  he  allowed  an  expense  account  in  Philadelphia  ? 

Mr.  Frey.  I  should  not  think  he  would  be.  I  do  not  know.  I 
want  to  say  that  L.  M.  Scofield,  who  wa&  here  as  assistant  genera  ^ 
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superintendent,  is  still  on  the  pay  roll.    lie  was  originally  getting 
$95.76  a  week,  and  was  reduced  on  February  27,  1919,  to  $80.76. 

Mr.  Kelley.  Are  there  three  Seofields  there  at  the  plant? 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  And  a  brother-in-law? 

Mr.  Frey.  And  a  brother-in-law. 

Sir.  Kelley.  Anybody  else  belong  to  the  family  on  the  pay  roll 
there  ? 

Mr.  Frey.  There  is  some  relative  around  the  plant.  I  can  not  re- 
member at  the  moment  who  it  is,  or  was. 

Mr.  KIelley.  Now,  as  to  this  Mr.  Scofield  who  was  kept  at  Phila- 
delphia, ^o  you  recall  ever  protesting  to  the  home  office  as  to  the  need 
of  his  being  kept  on  there? 

Mr.  Frey.  Capt.  Pillsbury  took  it  up,  I  understood,  from  him.  I 
did  not  at  that  tmie ;  that  is,  the  last  year,  I  did  not  get  into  the  con- 
crete ship  end  of  it  until,  as  I  say,  at  that  meeting  of  December  31, 
1918,  at  San  Diego.  That  was  the  first  time  I  came  into  the  direct 
concrete  end,  and  Capt.  PiUsbury  told  me  he  had  taken  it  up  with 
Philadelphia  about  the  exe<;utive  salaries  by  Capt.  Hynds,  who  went 
East  last  fall. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Have  you  any  questions,  Mr.  Hadley? 

Mr.  Hadley.  Just  a  few. 

Mr.  Frey,  I  notice  that  this  statement  of  personnel,  regarding  which 
you  have  just  testified,  is  marked  "  Keceived  August  26, 1919."'  From 
whom  did  you  receive  it  ? 

Mr.  Frey.  Mr.  Betaque,  the  resident  representative  at  San  Diego, 
came  up  here  under  my  instructions  to  look  at  the  two  concrete  vesads 
at  Oakland,  and  he  voluntarily  brought  that  list  up  for  my  informa- 
tion. I  do  not  know  why  it  was  made  up,  unless  Mr.  Betaque  wanted 
to  check  up  the  overhead  salaries. 

Mr.  Hadley.  So  it  was  handed  to  you  as  an  official  statement  of 
the  facts  which  it  purports  to  set  forth  ? 

Mr.  Frey.  Yes,  sir. 

Mr.  Hadley.  At  what  time  was  the  segregation  of  jurisdiction  be- 
tween San  Diego  and  the  Government  yard  here  ? 

Mr.  Frey.  Some  time  during  the  month  of  May,  1919. 

Mr.  Hadley.  Was  that  before  or  after  Mr.  Wig's  visit  to  the 
coast,  to  which  you  refer? 

Mr.  Frey.  That  certainly  was  issued  just  before  Mr.  Wig  came  to 
the  coast. 

Mr.  Hadley.  The  circular  being  General  Order  No.  190,  of  which 
you  spoke? 

Mr.  Frey.  General  Order  190.    Do  you  wish  a  copy  of  that? 

Mr.  Hadley.  I  was  just  going  to  inquire  if  you  have  a  copy  of  it 

Mr.  Frey.  Yes,  sir. 

Mr.  Hadley.  Will  you  supply  the  committee  with  a  copy  of  it? 

Mr.  Frey.  Yes.  sir. 

(The  copy  of  General  Order  No.  190,  as  later  submitted  by  the  wit- 
ness, is  as  follows:) 
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« 

United  States  Shipping  Boabd 
Emergency  Fleet  Cobpokation, 

Philadelphia,  Pa. 
Order  \ 
No.  190.       / 

Subject:  Concrete  ship  construction — Relationship  of  resident  representative  to 
superintendent,  home  oillce,  and  district  manager. 
(a)  Explanatory  note. 
(  b )  Relationship  of  reisdent  representative  to  superintendent. 

(c)  Relationship  of  resident  representative  to  home  oillce. 

(d)  Relationship  of  resident  representative  to  district  manager. 

(e)  Authorized  channels  of  communication. 

(a)  Explanatory  note. — Incidents  have  arisen  in  the  course  of  construction 
of  the  concrete  ships  indicating  that  there  is  not  a  clear  understanding  of  the 
present  organization  for  the  construction  of  concrete  ships.  The  present  general 
order  is  issued  for  the  purpose  of  defining  the  organization  as  now  in  opera- 
tion. (See  attached  appendix  for  Information  concerning  concrete  ship  con- 
tracts, location  of  yards,  names  of  resident  representatives,  etc. ) 

(6)  Relationship  of  resident  representative  to  the  superintendent. — 1.  The 
resident  representative  will  act  as  the  representative  of  the  owner  on  all  matters 
of  ship  construction  as  contemplated  In  the  contract. 

2.  The  sui>erlnten(leiit  will  not  receive  instructions  or  orders  relative  to  con- 
cret  ship  construction  except  from  the  resident   representative,  and  all  com-  • 
munications  from  either  the  home  office  or  the  district  manager's  office  will  reach 
the  superintendent  through  the  resident  representative. 

3.  The  resident  representative  will  approve  all  technical  matters  having  to 
<lo  with  methods  of  ship  construction  and  details  of  structural  ship  de.slgn  or 
mcxliticatlons  of  design  as  proposed  hy  the  suiierlntendent.  Changes  materially 
increasing  the  weight,  materially  Increasing  the  cost,  or  modifying  the  general 
arrangement  plan  of  the  ship,  or  reducing  the  structural  strength  (which  Is  de- 
termined In  accordance  with  the  standards  api)roved  l)y  the  home  office),  will 
tiot  be  made  except  with  the  prior  approval  of  the  home  office. 

4.  The  resident  repres4»ntatlve  will  keep  accurate  detail  data  as  to  cost  and 
progress  of  construction,  reporting  to  the  home  office  and  district  manager  as 
required.  He  will  pass  upon  and  approve  all  ship  construction  expenditures 
subject  to  the  general  supervision  of  the  district  manager  as  defined  In  general 
order.  No.  186,  and  the  home  nfllce.  All  expenditures  for  plant  construction 
and  maintenance  are  under  the  jurls<lictlon  of  the  district-plant  engineer. 

.5.  The  superintendent  will  not  be  relieved  of  his  responsibility  for  the  opera- 
tion of  all  details  of  the  worlv  and  he  will  maintain  an  efficient  and  economical 
organization,  the  perscuinel  to  be  subject  to  the  approval  of  the  resident  repre- 
s<»ntatlve  imd  the  district  manager. 

(c)  Relatiowihip  of  the  resident  representative  to  the  home  office. — 1,  The 
resident  representative  will  be  appointed  by  the  manager  of  the  ship  construction 
division  and  will  be  responsible  to  the  home  office  for  all  matters  relative  to 
concrete-ship  construction  not  specifically  delegated  In  this  order  to  the  district 
manager. 

2.  The  home  office  will  have  supervisory  charge  of  all  matters  having  to  do 
with  the  design  or  metho<l  of  construction  or  prcxiucticn  of  concrete  ships.  It 
shall  have  supervision  of  the  action  of  resident  representative  on  all  technical 
matters. 

3.  All  intercourse  with  the  classification  societies,  with  respect  to  approval 
of  plans  or  the  making  of  tests,  will  be  under  the  8Ui)ervlsloii  of  the  home  office. 

4.  The  home  office  will  keep  close  supervision  of  the  relative  cost  and  progress 
of  various  items  of  W(»rk  In  the  several  yards  with  a  view  to  reducing  costs  and 
improving  methods  where  the  costs  are  high. 

6.  The  home  office  will  l)e  the  me<llum  through  which  inquiry  will  be  made 
concerning  the  delivery  of  supplies,  materials,  equipment,  etc..  jmrchased  by  th<» 
home  office. 

((f)  Relationship  of  resident  represent  at  ire  to  district  manager. — 1.  The  dis- 
trict manager  will  exercise  such  supervisory  tx)ntrol  over  .the  concrete-ship 
yards  as  Is  necessary  for  a  proper  correlation  of  all  the  ship-construction 
activities  in  his  district.  He  will  keep  In  constant  touch  with  all  the  activities 
of  the  resident  representative  and  lend  the  facilities  of  his  office  in  supervising 
all  matters  not  affecting  the  technical  problems  of  design  and  construction. 
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Now,  the  home  office,  of  course,  must  have  been  advised  as  to  your 
attitude  toward  this  project? 

Mr.  Fret.  Well,  I  thmk  they  were  fully  advised  by  Capt.  Pills- 
bury. 

Mr.  Kelley.  The  correspondence  with  the  home  office  would  un- 
doubtedly show  that. 

Mr.  Frey.  I  do  not  know  about  the  correspondence.  Capt.  PilU- 
bury  was  East  in  the  spring  of  1918,  and  I  believe  the  matter  was 
discussed  there.    I  so  understand  from  him. 

Mr.  Kelley.  Now,  did  you  mention  the  fact  that  Mr.  Piez  and 
Mr.  Schwab's  visit  here  to  simply  fix  the  time  when  the  housing 
project  got  under  way,  or  did  you  mention  that  as  an  indication  that 
they  approved  of  the  proposition  when  they  were  here,  and  put  it 
through  when  they  got  back  ? 

Mr.  Frey.  No;  the  agreement,  I  believe,  was  drawn  up  in  pencil 
on  the  site  of  Clyde,  and  signed  informally  right  there.  That  is  as 
I  get  the  story. 

Mr.  Kelley.  Bv  whom.  Mr.  Frev  i 

Mr.  Frey.  Signed  by  Mr.  Piez,  approved  by  Mr.  Cuthell.  and 
signed  on  behalf  of  the  Pacific  Coast  Shipbuilding  Co.  by  Mr.  Bur- 
gess, and  subsequently  confirmed  by  formal  agreement. 

Mr.  Kelley.  Then  Mr.  Piez  was  «ut  there  on  the  ground  and 
looked  the  thing  over? 

Mr.  Frey.  That  is  my  understanding. 

Mr.  Kelley.  How  long  after  the  original  contract  was  let  for  the 
Pacific  Coast  Shipbuilding  Co.  did  Mr.  Radford  come  out  here? 

Mr.  Frey.  The  chairman  asked  me  that  question.  T  can  not  say. 
That  was  before  I  got  into  the  Fleet  Corporation. 

•  Mr.  Kelley.  AVell.  he  has  been  out  there  since   vou  have  lieea 
here? 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  And  you  came  here  when  ? 

Mr.  Fret.  May  1,  1918.  I  think  Mr.  Radford  came  here  about 
that  time.  I  did  not  come  in  contact  with  him  until  several  months 
later. 

Mr.  Kelley.  Wliat  was  his  salary  out  there  when  you  interfered 
with  the  payments? 

Mr.  Frey.  His  salary  was  $18,000,  so  far  as  the  pay  roll  showed. 

Mr.  Kelley.  What  were  his  duties  there? 

Mr.  Fref.  I  have  never  been  able  to  discover. 

Mr.  Kelley.  He  was  not  perfonning  much  service,  as  far  as  you 
could  see  ? 

Mr.  Frey.  Not  as  far  as  I  could  see.  At  the  present  time,  with 
Mr.  Seagrave  being  in  the  East,  he  is  in  active  charge  of  affairs  up 
there. 

Mr.  Kelley.  Is  he  a  practical  shipbuilder — Mr.  Radford? 

Mr.  Frey.  I  understand  he  is  a  graduate  of  Annapolis.  I  do  not 
know  in  what  branch,  though. 

Mr.  Kelley.  In  the  case  of  the  concrete  ships,  have  the  contractors 
any  financial  obligations  whatever? 

Mr.  Frey.  None  whatsoever ;  no,  sir. 

Mr.  Kelley.  What  did  they  brinff  to  the  arrangement? 

Mr.  FREf .  Are  you  referring  to  Oakland  or  San  Diego? 
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Mr.  Keixey.  Well,  either  one,  or  both.     Let  us  take  one  at  a  time. 

Mr.  Frey.  Well,  take  Oakland.  A  number  of  shipping  men  in 
the  city  here,  during  the  early  part  of  last  year,  I  think,  when  the 
steel  situation  became  very  acute,  pooled  together  and  built  the 
Faith^  a  vessel  of  approximately  5,000  tons  dead-weight.  That  was 
-livith  their  own  money  and  purely  as  an  experiment. 

Mr.  KeiiLey.  Wlio  were  the  men  that  went  into  the  deal? 

Mr.  Frey.  The  people  who  built  that  were  known  as  the  San  Fran- 
cisco Shipbuilding  Co.,  which  was  financed  by  Comyn,  Mackall  & 
Co.,  Sutten  &  Chnstenson,  John  Lanson,  of  Balfour,  Guthrie  &  Co., 
and  some  other  interests  that  I  am  not  familiar  with. 

Mr.  Kelley.  This  is  the  Faith  that  you  are  speaking  of? 

Mr.  Frey.  This  is  the  Faith.  The  vessel  was  launched  and  proved 
very  successful.  Subsequently,  when  the  Fleet  Corporation  decided 
to  go  into  concrete  ship  construction,  the  San  Francisco  Shipbuilding 
Co.  was  the  one  with  whom  the  agency  contract  was  made.  I  con- 
sidered that  the  San  Francisco  Shipbuilding  Co.  brought  to  the  Fleet 
Corporation^  in  consideration  of  their  fee,  all  of  the  experience  they 
had  gained  m  the  construction  of  the  Faith^  and  some  of  their  lead- 
ing men  at  the  Oakland  concrete  yard  are  men  who  were  actually  on 
the  Faith  construction. 

Mr.  Kelley.  Well,  those  men  are  on  the  pay  roll  of  the  United 
States,  are  they  not  ? 

Mr.  Fref.  Yes,  sir. 

Mr.  Kelley.  So  that  we  have  their  services,  anyhow,  outside  of 
the  fee? 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  Now,  what  do  we  get  for  the  fee? 

Mr.  Frey.  I  do  not  know.  That  was  another  case  of  excessive 
salaries  in  the  beginning. 

Mr.  Kelley.  tJust  teU  us  about  that,  Mr.  Frey,  about  the  salaries 
there. 

Mr.  Frey.  There  was  a  man  by  the  name  of  Kahn  there  as  assist- 
ant to  the  president,  who  was  on  the  pay  roll  originally,  I  think,  at — 
v^ell,  I  don't  remember  the  exact  figures,  so  I  will  not  mention  them, 
but  what  we  consider  an  excessive  salary;  but  there  was  no  service 
that  we  could  see,  and  we  finally  forced  his  name  off  the  pay  roll. 

Mr.  Kelley.  You  have  the  figure,  so  that  you  can  insert  the 
amoimt  of  his  salary  ? 

Mr.  Frey.  I  can  insert  the  figure. 

Mr.  Kelley.  Did  the  Fleet  Corporation  pay  the  salaries  of  all 
the  officers  of  the  San  Francisco  Shipbuilding  Co.  that  were  on  the 
plant  down  there? 

Mr.  Frey.  That  were  actually  on  the  plant? 

Mr.  Kelley.  That  were  actually  on  the  plant. 

Mr.  Frey.  Not  the  executive  officer ;  no. 

Mr.  Kelley.  And  all  the  men  that  had  any  experience,  as  far  as 
you  know,  that  built  the  Faith  were  paid  outside  of  the  fee  that  went 
to  the  company  by  the  Fleet  Corporation  ? 

Mr.  Frey.  Well,  everybody  who  was  actually  employed  on  the 
work  at  Government  Island  was  paid  outside  of  a  fee.  In  other 
words,  the  fee  was  net  to  the  contractor. 

Mr.  Kelley.  And,  so  far  as  you  have  been  able  to  discover,  the 
Grovemment  gets  really  no  return  for  that  fee? 
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Mr.  Frey.  I  have  not  been  able  to  discover  any  direct  return,  and 
I  may  say  also  that  the  San  Francisco  Shipbuilding  Co.  feel  that 
they  have  been  wasting  their  time  on  that  project,  due  to  the  fact 
that  the  contract  was  originally  for  eight  snips,  which  would  have 
given  them— I  think  the  fee  is  $15,000  per  ship— $120,000.  Then, 
that  contract  was  cut  down  to  three  ships,  and  they  figure  that  it 
was  largely  a  waste  of  time.    They  are  people  of  larg[e  interests. 

Mr.  Kelley.  These  stockholders  of  the  San  Francisco  Shipbuild- 
ing Co.  under  the  original  contract  would  have  received  $120,000 
in  fee? 

Mr.  Frey.  That  is  my  recollection.  I  would  like  to  correct  that 
if  I  find  I  am  wrong. 

Mr.  Kelley.  And  they  assumed  no  financial  responsibility  and 
made  no  investment  in  this  yard  down  here  ? 

Mr.  Frey.  No,  sir. 

Mr.  Kelley.  Who  made  that  contract  on  behalf  of  the  Govern- 
ment? 

Mr.  Frey.  I  can.  not  say  oflThand.  I  do  not  remember  who  signed 
that. 

Mr.  Kelley.  You  have  copies  here,  of  course,  of  the  contract  ? 

Mr.  Frey.  Yes ;  we  have  copies  of  the  contract. 

Mr.  Kelley.  Now,  you  were  speaking  about  excessive  salaries 
there  at  this  yard,  the  San  Francisco  yard.    Just  go  on  with  that. 

Mr.  Frey.  Well,  that  was  the  only  one.  There  were  some  minor 
things  there  with  smaller  people  that  we  criticized  from  time  to 
time,  but  that  was  the  only  outstanding  case  that  I  have  in  mind  now. 

Mr.  Kelley.  Going  back  to, the  salaries,  what  about  the  salarite 
paid  at  the  I^acific  Coast  Shipbuilding  Co.  plant? 

Mr.  Frey.  The  salaries  of  the  Pacific  Coast  Shipbuilding  Co. 
were  $25,000  per  annum  for  President  Burgess,  $20,000  for  Vice 
President  Scott,  $18,000  per  annum  for  Vice  President  Radford. 
$15,000  per  annum  for  Efficient  Expert  Seagrave,  $12,000  per  annum 
for  Secretary  Downing.  We  are  not  particularly  interested  in  what 
salaries  tliey  paid,  except  that  those  salaries  came  out  of  the  im- 
pressed fund,  and  when  it  became  apparent  last  winter  that  they 
would  probably  finish  the  contract  eitner  with  a  deficit  or  with  a 
very  small  profit,  we  advised  the  Pacific  Coast  Shipbuilding  Co.,  in 
about  February  that  they  must  reduce  their  salaries ;  that  they  could 
set  up  in  their  books,  if  they  wished,  the  diflference  between  what  we 
considered  reasonable  salaries  and  the  salaries  they  had  allotted  to 
themselves,  and  if  the  contract  showed  a  profit  at  the  end,  they  could 
pay  themselves  the  additional  money. 

Mr.  Burgess  was  formally  advised  by  letter  by  Capt.  PUlsbury,  in 
March,  to  make  those  reductions,  but  took  no  action.  He  said  he 
would  look  into  it.  I  went  east  shortly  after  that,  and  I  took  the 
matter  up  with  Mr.  Piez,  and  told  him  that  the  San  Francisco 
office  required  his  support,  and  forced  the  matter  through.  Mr.  Piez 
looked  over  the  list  I  handed  him  and  said  he  considered  it  abso- 
lutely ridiculous  for  a  10-ship  yard  to  pay  such  salaries,  and  author- 
ized me  to  send,  in  his  behalf,  a  telegram  to  Capt.  Pillsbury  instruct- 
ing that  the  salaries  of  Mr.  Burgess,  Mr.  Scott,  and  Mr.  Radford 
and  Mr.  Seagrave  be  reduced  to  $5,000  per  annum,  effective  April  I. 
1919,  and  the  salary  of  the  secretary  to  $3,000,  as  I  remember  it,  and 
that  was  done. 
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Mr.  Kelley.  Now,  when  tlie  contract  was  originally  made  with 
this  cwnpany,  if  I  understand,  a  fund  of  about  $700,000  was  placed 
to  their  credit,  but  controlled  by  the  Fleet  Corporation  ? 

Mr.  Fret.  No  ;  that  is  not  quite  right. 

Mr.  Kellet.  Just  state  the  exact  fact  as  to  that. 

Mr.  Frey.  There  was  an  impressed  fund  established  under  a  subse- 
quent agreement. 

Mr.  Kelley.  Not  in  the  original  contract  ? 

Mr.  Frey.  Not  in  the  original  agreement,  but  in  a  subsequent  agree- 
ment.   That  impressed  fund,  as  1  remember  it,  is  kept  at  $500,000. 

Mr.  Kelley.  Now,  the  $700,000  that  they  received  under  the  origi- 
nal contract,  was  that  an  impressed  fund? 

Mr.  Frey.  My  recollection  now  is  that  it  was.  I  am  not  positive 
of  that. 

Mr.  Kelley.  And  that  was  all  the  money  they  had  at  first,  was 
it  not? 

Mr.  Frey.  I  made  an  analysis  of  the  Pacific  Coast  Shipbuilding 
Co.'s  finances  last  March  beiore  I  went  East,  and  while  1  had  no 
definite  figures  to  work  on,  working  backward  and  forward  and 
obtaining  a  result,  it  showed  me  that  the  actual  real  money  that 
Tvent  into  the  pl^t  was  in  the  neighborhood  of  $86,000.  In  other 
ivords,  'there  was  $700,000  that  came  from  the  Fleet  Corporation 
out  of  the  initial  payment ;  $690,000  came  out  of  the  $750,000  bond 
issue.  They  had  at  that  time  an  overdraft  with  one  of  the  banks 
here  of  approximately  $200,000  and  then  there  were  a  few  odds  and 
ends  that  I  was  able  to  trace. 

Mr.  Kei^ley.  Now,  your  interest  in  the  salary,  as  you  stated,  was 
that  it  was  being  paid  out  of  funds  advanced  by  the  Government 
of  the  United  States? 

Mr.  Frey.  For  production  purposes. 

Mr.  Kelley.  For  production  purposes;  yes. 

Mr.  Frey.  And  I  did  not  consider  that  any  of  those  gentlemen  were 
doing  sufficient  ship  construction  to  warrant  those  salaries. 

Mr.  Kelley.  Those  salaries  were  being  paid  at  the  time  Mr.  Piez 
made  that  menioranduin  out  there,  were  they? 

Mr.  Frey.  I  l)elieve  so,  but  please  bear  in  mind  that  that  was  in  the 
beginning  of  the  contract,  and  it  had  not  been  possible  at  that  time 
to  develop  whether  our  contention  that  the  company,  being  so  far 
away  from  tlie  labor  markets,  it  would  hinder  them  in  their  work, 
or  whether  they  were  correct  in  their  assertion  that  they  Tvere  going 
to  be  benefited  by  being  87  miles  awav  from  San  Francisco,  they 
claiming  that  the  benefit  accrued  would  be  that  the  men  would  not  be 
subject  to  labor  imions,  and  that  they  could  induce  the  farmer  boys 
in  the  neighborhood  to  become  shipbuilders. 

Mr.  Kelley.  Do  you  know  whether  or  not  Mr.  Radford's  position 
in  the  home  office  was  so  well  adjusted  there  that  he  could  have  made 
this  contract  himself? 

Mr.  Frey.  I  can  not  say  as  to  that.    That  is,  sign  the  final  contract? 

Mr.  Kelley.  Well,  bring  it  to  a  point  where  the  signing  might  be 
more  or  le.ss  a  matter  of  course. 

Mr.  Frey.  Well,  I  can  not  say  as  to  that.    I  do  not  know. 

Mr.  Kelley.  Now,  what  about  the  character  of  the  contractors  at 
San  Diego?  How  much  financial  responsibility  have  they  in  con- 
nection with  the  contract  there? 
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Mr.  Frey.  Absolutely  nothing. 

Mr.  Kellet.  And  they  get  the  same  fee  of  $15,000  per  ship? 

Mr.  Frey.  They  get  a  fee  of  $15,000  per  ship,  and  if  the  final  cost 
per  hull  is  less  than  $375,000,  they  get  a  saving  on  that. 

Mr.  Kellet.  Of  50  per  cent  of  what  they  save? 

Mr.  Frey.  I  think  that  is  the  figure. 

Mr.  Kelley.  Under  the  estimate  ? 

Mr.  Frby.  Under  the  estimate  of  $375,000. 

Mr.  Kelley.  Who  are  these  people  down  there? 

Mr.  Frey.  The  contract  was  originally,  let  to  the  Soofield  En- 
gineering Co.,  which  I  understand  is  a  Philadelphia  concern.  I  did 
not  know  of  them  before,  except  they  did  some  work  for  the  Mare 
Island  Navy  Yard,  I  believe,  some  years  before  in  connection  with 
the  breakwater  up  there, 

Mr.  Kelley.  Any  other  interests  anywhere  that  you  have  been  able 
to  discover? 

Mr.  Frey.  No,  sir;  not  so  far  as  I  know. 

Mr.  Kelley.  No  Middle  West  interests  involved  ? 

Mr.  Frey.  No ;  I  do  not  know.  I  have  heard  that  some  people  in 
Chicago  were  interested  in  the  company,  but 

Mr.  Kelley.  Wliom  have  you  heard  were  interested  in  Chicago? 

Mr.  Frey.  Well,  this  is  the  way  I  got  that  impression:  The  contract 
with  the  Scofield  Engineering  Co.  provides  that  no  material  is  to  be 
purchased  by  the  contractor  from  any  concern  in  which  he  has  an 
mterest,  unless  the  matter  is  first  referred  to  the  Emergency  Fleet 
Corporation  for  approval.  We  use  in  concrete-ship  construction  at 
San  Diego  what  they  term  a  cement  chair,  which  is  a  small  piece  of 
cement  placed  underneath  the  bars  to  keep  the  bars  away  from  the 
wood  forms.  I  found  that  our  auditor  down  there  was  holding  up  % 
number  of  bills  for  a  concern  in  Chicago  for  furnishing  cement 
chairs,  and  while  the  Scofield  people  were  complaining  that  they 
could  not  get  the  bills  passed,  I  could  never  get  a  very  clear  idea  why 
they  could  not  get  them  passed,  until  very  recently,  and  it  developed 
that  Mr.  Eeed's  auditor,  Mr.  Flynn,  had  gotten  onto  the  fact  that  the 
Scofield  Engineering  Co.  were  stockholders  in  this  particular  concern. 

Mr.  Kelley.  In  Chicago  ? 

Mr.  Frey,  In  Chicago. 

Mrw  Kelley.  What  is  the  name  of  that  concern  in  Chicago? 

Mr.  Frey.  I  will  have  to  look  it  up.  I  think  it  was  Phelps,  I 
may  say  in  fairness  to  the  Scofield  Engineering  Co.  that  they  took 
competitive  bids  on  these  chairs,  and  the  price  of  this  Chicago  con- 
cern was  apparently  vfery  reasonable,  and  it  was  purely  a  technicality, 
but  the  correspondence  which  took  place  gave  the  impression  that 
there  was  some  financial  connection  between  the  Scofield  Engineering 
Co.  and  some  interests  in  Chicago.  Who  those  interests  are  I  do 
not  know. 

Mr.  Kelley.  Do  you  know  anything  about  the  General  Contrac- 
tors' Co.,  of  Chicago  ? 

Mr.  Frey.  I  have  never  heard  of  them ;  no,  sir. 

Mr.  Kelley.  In  the  case  of  the  San  Diego  contractors,  they  had 
never  had  any  experience  at  all,  so  far  as  you  know,  in  the  conistnic- 
tion  or  in  the  attempted  construction  of  cement  vessels  ? 

Mr.  Frey.  No,  sir;  none  whatsoever. 
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Mr.  Ejsllet.  Then  the  fee  that  they  will  get  out  of  them  will  be 
a  mere  gratuity  to  them,  as  far  as  the  Government  is  concerned  ? 

Mr.  Frey.  That  was  the  reason  for  the  issuance  of  General  Order 
No.  190.  We  took  very  strong  exception  to"  the  salaries  which  were 
paid  to  the  executive  officers  at  the  San  Diego  yard.  In  our  organi- 
zation we  had  three  departments  originally  in  this  office — the  steel 
ship,  the  wood  ship,  and  the  concrete  shop— and  we  had  at  the  head 
of  the  concrete-ship  section  Capt.  Hynds,  who  was,  in  my  opinion, 
a  very  competent,  conscientious,  and  honest  man.  Capt.  Hynds 
found  last  fall  that  the  salaries  paid  at  San  Diego  were  excessive, 
and  there  were  entirely  too  many  people  on  the  pay  roll  and  entirely 
too  many  relatives,  and  he  and  Capt.  Pillsbury  made  a  very  deter- 
mined fight  in  the  matter.  I  happened  to  be  down  there  on  he  31st 
of  December  of  last  year  when  the  matter  was  discussed.  We  finally 
forced  certain  people  off  the  pay  roll,  which  resulted  in,  as  we  felt,  a 
certain  enmity  on  the  part  of  Mr.  Wig,  of  the  concrete  section  of 
the  Philadelphia  office,  against  this  offiee.  After  that  Mr.  Wig  con- 
sidered Capt.  Hynds  as  being  entirely  incompetent  and  an  undesir- 
able employee  of  the  Government,  although  Capt.  H\Tids,  as  I  under- 
stand it,  came  to  the  Fleet  Corporation  at  Mr.  Wig^s  suggestion  and 
had  gone  into  the  concrete-ship  work  very  much  against  his  own 
wishes,  as  he  desired  to  go  to  France  with  the  United  States  forces. 

Mr.  Kelley.  Now,  as  a  result  of  your  guarding  the  Government's 
interests  in  the  way  of  cutting  off  excessive  salaries  and  tlie  cutting 
off  of  relatives,  and  all  that  kind  of  thing,  the  answer  seems  to  have 
been  that  the  home  office  took  entire  control  of  the  shipbuilding  busi- 
ness in  this  district ;  took  it  entirely  out  of  your  hands  and  handled 
it  entirely  from  Philadelphia  ? 

Mr.  Fret.  When  the  discussion  was  up  in  regard  to  General  Order 
No.  190,  in  May  last,  we  protested  against  it.  Mr.  Wig  happened 
to  be  out  on  the  cost  here,  and  his  general  explanation  was  that  he* 
felt  that  Capt.  Hynds,  and  consequently  this  office,  had  shown  a 
spirit  of  enmity  against  the  San  Diego  yard,  and  that  he  deemed  it 
desirable  that  the  San  Diego  yard  and  the  Oakland  yard  be  not  under 
the  same  general  supervision. 

I  may  also  say  that  whereas  the  Oakland  yard  has  launched  one 
vessel,  one  vessel  ready  for  launching,  barring  this  recent  accident, 
and  has  the  third  vessel  ready  for  concreting,  the  San  Diego  yard's 
first  vessel  is  only  ready  for  concreting  at  the  second  deck  and  the 
second  vessel  only  ready  for  concreting  at  the  main  deck.  The  work 
has  been  extremely  slow.  We  have  always  felt  that  there  was  a 
desire  on  the  part  of  Mr.  Wig  to  let  the  Oakland  yard  do  the  experi- 
mental work  and  make  the  mistakes  and  get  discredited  and  let  the 
San  Diego  yard  draff  behind  and  take  aovantage  of  their  mistakes 
and  make  records.  That  attitude  has  been  very  apparent  both  to 
Capt.  Pillsbury  and  myself,  although  we  may  be  mistaken. 

Mr.  Kelley.  What  were  the  salaries  paid  at  San  Diego? 

Mr.  Frey.  I  will  give  you  that  record,  Mr.  Kelley.  I  can  not  give 
you  those  figures  offhand,  and  I  want  to  get  them  correct. 

1  may  say  there  that  the  original  contract  for  the  San  Diego  con- 
cret.e  work  was  made  with  the  Scofield  Engineering  Co.,  ana  subse- 
quently assigned  by  them  to  another  corporation  known  as  the  Pacific 
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Mr.  Frev.  Yes,  sir;  dated  June  3,  1918,  between  the  Scofield  En- 
gineering Co.  and  the  United  States  Shipping  Board  Emergency 
Fleet  Corporation. 

Mr.  Hadley.  Now,  referring  to  that,  what  is  the  provision  for  a 
fixed  fee^ 

Mr.  Fret.  This  provides  under  subdivision  23  that  for  the  con- 
struction of  each  of  the  7,500-ton  vessels  the  superintendent  shall  be 
paid  for  its  services  a  fee  of  $15,000  and  an  additional  fee  of  one- 
half  of  the  saving  in  the  actual  cost  of  the  hull  only,  below  an  esti- 
mated basic  cost  of  $375,000,  such  fee  in  no  case  to  exceed  $15,000  for 
any  vessel. 

Mr.  Hadley.  Do  you  understand  that  to  mean  that  tliis  additional 
fee  was  not  to  exceed  $15,000? 

Mr.  Fret.  Yes,  sir.  In  other  words,  if,  instead  of  the  cost  of  the 
hull  being  $375,000  it  would  be  $325,000,  50  per  cent  of  which  saving 
would  be  $25,000,  the  contractor,  nevertheless,  would  he  limited  to 
$15,000  for  his  fee. 

I  might  also  say  that  the  constructibn  costs  as  they  appear  now 
will  be  considerably  in  excess  of  that,  of  $375,000. 

Mr.  Kelley.  And  they  will  not  earn  any  fee  in  saving  ? 

Mr.  Frey.  They  will  not  earn  any  fee  in  saving. 

Mr.  Hadley.  So  that  he  will  be  limited  to  a  fixed  fee  of  $15,0001 

Mr.  Frey.  The  fixed  fee;  yes,  sir.  The  contractor  has  also  sub- 
mitted a  preliminary  claim  against  the  Fleet  Corporation  for  $180,- 
000  on  account  of  the  cancellation  of  six  of  the  hulls. 

Mr.  Hadley.  What  is  that  claim  based  upon? 

Mr.  Frey.  I  do  not  know.  We  have  been  trying  to  get  the  contrac- 
tor to  submit  a  detailed  statement — that  is,  the  cancellation  divisicm — 
and  they  received  a  telegram,  I  think,  yesterday  that  the  figures  were 
about  complete  and  would  be  submitted.  There  is  another  clause  in 
this  contract  which  is  pertinent 

I  am  quoting  from  paragraph  27,  which  provides  that — 

Not  less  than  80  days  nar  more  than  9(>  <Ui.vs  prior  to  the  conipletiou  of  the 
vessels  herein  contracted  for,  or  if  additional  vessels  be  ordered  by  the  owner 
(then  not  less  than  80  days  nor  more  than  90  days  prior  to  the  completioii  of 
such  additional  vessels),  the  siiperintendent  Diny  call  for  an  appraisal  to  be 
made  of  the  huilding.  huihlin^  slii>s.  plant,  and  a])piirtenances.  One  appral:$er 
shall  he  appointed  hy  the  owner,  one  appraiser  shall  he  appointed  by  the  super- 
intendent, and  the  third  (who  shall  be  a  member  or  an  associate  member  of  the 
American  Society  of  Civil  Engineers)  by  the  two  first  chosen. 

The  three  appraisers  so  chosen  shall  promptly  appraise  the  th<*n  value  of 
the  buildings,  building  slips,  plant,  and  appurtenances,  together  with  all  luirts, 
materials,  supplies,  and  scrap  then  remaining  on  the  gnmnd,  but  not  to  be 
incorporated  in  the  vessels  on  completion.  Tlie  ai)praisers  shall  take  inti>  om- 
sideration  the  actual  cost  as  shown  by  the  inventory,  which  shall  be  fumisbeil 
them,  the  conditions  as  regards  wear,  tear,  and  depreciation,  the  desirability  of 
the  buildings,  building  slips,  plant,  and  appurtenances  for  the  punK)se  of  a 
shl[)yard,  their  replacement  value  at  market  prices  at  the  time  of  the  ai>- 
pralsal,  and  the  conditions  of  the  shipbuilding  business  generally  wnth  reference 
to  the  going  value  of  a  c<mHtituted  shipyard  at  the  time  of  the  appraisal. 
While  the  appraisers  shall  not  appraise  the  value  of  the  real  estate,  they  shall, 
nevertheless,  appraise  the  improvements  as  a  part  of  the  entire  shipyard  plant, 
and  not  with  the  view  of  their  removal  from  the  real  estate,  but  for  use  in 
connection  therewith.  The  appraisers  shall  (complete  their  appraisal  and  de- 
liver one  copy  thereof  to  the  owner  and  one  to  the  superintendent  within  30 
days  after  their  appointment.  The  superintendent  shall  have  the  right  within 
60  days  after  the  receipt  of  such  appraisal  to  purchase  for  cash  the  entire  ship- 
yard plant  upon  the  following  terms:  The  price  for  the  real  estate  to  l>e  th«* 
original  cost  thereof  to  the  owner,  together  with  taxes  thereon,  if  any:  reiia- 
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burtiienient  to  the  owner  for  actual  expenditures.  If  any,  made  by  it  for  trans- 
portation, tiouHing,  and  power  facilities;  payment  In  cash  for  the  buildings, 
shlpways,  plant  and  appurtenances,  and  all  other  improvements  at  the  ap- 
praised value  thereof,  including  the  actual  cost  of  dredging,  if  any;  but  in  no 
event  shall  the  superintendent  be  required  to  pay  the  owner  for  the  improve- 
ments more  than  the  actual  cost  to  the  owner,  plus  5  per  cent  interest  on  the 
actual  cost  from  the  time  of  expenditure  therefor.  Should  the  superintendent 
not  exercise  its  option  to  purchase,  it  shall,  upon  expiration  of  60  days,  vacate 
tlie  premises  and  turn  the  same  over  to  the  owner. 

We  have  had  very  great  difficulty  in  the  case  of  the  San  Diego 
yard  to  keep  the  plant  expenditures  within  what  we  have  considered 
reasonable,  and  that  has  been  another  cause  of  dissension. 

Mr.  Hadley.  Is  the  contract  with  the  Government  Island  yard 
identical  in  its  general  terms  with  this  contract  or  is  it  different  in 
any  material  respect  ? 

Mr.  Frey.  I  can  not  answer  that  offhand.  I  will  .have  to  look 
that  up. 

Mr.  IIadley.  All  right. 

Mr.  Frey.  I  happened  to  review  this  contract  yesterday,  so  I 
had  it  in  mind. 

Mr.  Hadley.  Have  you  now  sufficient  information  there  to  predi- 
cate a  fair  estimate  as  to  what  the  cost  of  the  completed  concrete 
ships  will  be  at  San  Diego,  per  ship  ? 

Mr.  Frey.  With  the  machinery  and  everything  complete  and  ready 
for  service? 

Mr.  Hadley.  Yes,  sir. 

Mr.  Frey.  Based  on  the  ship  construction  only,  and  not  allowing 
any  amortization  for  plant,  I  think  they  will  run  between  a  million 
and  one  million  one  hundred  thousand. 

Mr.  Hadley.  Will  that  estimate  apply  likewise  to  the  vessels  at 
(xovernment  Island  yard,  or  woiild  there  be  anv  material  difference? 

Mr.  Frey.  I  think  substantially  so.  I  think  Government  Island 
may  show,  and  probably  will  show,  some  little  saving  on  that  figure. 
Bear  in  mind  that  thev  are  building  three  ships  at  Government 
Island,  and  have  made  forms  for  but  two  ships,  while  at  San  Diego 
they  have  two  ships  and  made  forms  for  both  ships. 

Mr.  Hadley.  Then,  I  take  it,  it  is  your  estimate,  when  the  concrete 
program  is  completed  in  this  district,  the  Government  will  have  ap- 
proximately $5,000,000,  not  less,  invested  in  the  five  ships? 

Mr.  Frey.  They  will  have  approximately  $5,000,000  invested  in 
the  five  concrete  ships,  and  approximately  $2,000,000  in  the  two 
yards  represented  by  approximately  $850,000  at  Oakland,  and  over 
a  million  dollars  at  San  Diego.  I  am  talking  about  yard  construc- 
tion now. 

Mr.  Hadley.  Now,  based  upon  your  knowledge  of  ship  operations, 
and  your  experience  and  the  present  status  of  the  merchant  marine 
situation,  what  is  your  judgment  as  to  whether  these  yards  will  have 
any  particular  value  after  this  program  is  completed? 

Mr.  Frey.  As  concrete  yards? 

Mr.  Hadley.  As  concrete  yards;  yes. 

Mr.  Frey.  Well,  different  people  have  different  ideas.  Some  of 
them  are  enthusiastic  on  concrete  ships.  It  is  a  question  of  sales- 
manship. 

Mr.  Hadley.  Assuming  that  the  concrete  program  proves  to  be 
a  success,  and  the  ships  would  be  a  success,  putting  it  upon  that 
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basis,  what  value  would  the  yards  have?    Would  they  have  a  value 
equal  to  the  investment? 

Mr.  Fret.  No  ;  that  would  be  impossible.  These  yards  were  built 
at  the  peak  of  the  material  and  labor  markets.  I  should  say  as  a 
goin^  concern,  Government  Island  at  Oakland,  if  it  was  sold  as 
a  repair  yard,  the  salvage  value  there  would  probably  be  50  per 
cent,  provided  the  purchasers  could  make  arranfi^ements  with  the 
municipalities  for  the  continuing  of  the  lease.  The  land  is  owned 
jointly  by  the  city  of  Alameda  and  the  city  of  Oakland,  and  was 
practically  donated  to  the  Government  as  a  war  measure. 

At  the  San  Diego  yard,  I  understand  the  Navy  Department  has 
been  considering  the  matter  of  taking  over  the  property.  In  fact. 
I  believe  a  telegram  came  in  from  the  Scofield  Engineering  Co.  to 
the  Salvage  Division  yesterday,  that  if  mutually  satisfactory  ar- 
rangement could  be  made  for  the  contractor's  superintendent  to 
relinquisli  his  rights  under  the  clause  of  the  contract,  which  I  have 
just  read,  there  might  be  a  good  opportunity  to  sell  the  property 
to  the  Navy  Department. 

Mr.  Hadley.  That  is  an  unknown  quantity  yet? 

Mr.  Fret.  Absolutely. 

Mr.  Hadley.  But  putting  the  matter  upon  the  same  basis  as  your 
estimate,  in  the  case  of  the  Government  Island  yard — ^that  is,  that 
of  a  going  concern  for  concrete  shipbuilding  purjx^ses — ^if  the 
program  should  work  out  successfully,  then  what  would  be  a  fair 
estimate,  would  you  say,  as  to  the  value  of  the  investment  at  San 
Diego  ? 

Mr.  Frey.  Well,  I  will  have  to  answer  that  at  length. 

San  Diego  as  a  port  of  call  is  of  no  consequence  on  the  Pacific  coast. 
There  is  no  reason  for  vessels  to  go  into  San  Diego  except  in  dis- 
tress. Tliere  are  no  products  from  San  Diego,  and  the  consumin<r 
capacity  of  San  Diego  is  extremely  limited.  It  has  been  argued 
that  the  San  Diego  concrete  plant  would  be  of  gi*eat  value  as  a  i-epair 
}ar(l.  I  do  not  consider  it  as  of  any  value  as  a  repair  yard.  The 
Scofield  Engineering  Co.  argued  tliat  it  would  be  of  great  value  as 
a  large  terminal  similar  to  the  Bush  terminal  at  Brooklyn.  I  do 
not  consider  that  theie  would  be  any  cargo  in  or  out  of  San  Diego, 
outside  of  occasionally  a  cai-go  of  cotton,  possibly,  for  the  next  10 
yeai-s.  There  is  nothing  there  which  would  justify  a  steamship  line, 
therefore  my  judgment  is  that  the  value  of  the  San  Diego  yard  is 
absolutely  what  might  be  termed  the  salvage  value  of  the  machinery 
which  can  be  moved  and  the  junk  value  of  the  buildings,  etc. 

Mr.  Hadley.  And  that  is  assuming  that  we  are  going  to  l)uild 
concrete  ships  after  the  war? 

Mr.  Frey.  No;  this  machinery  could  be  used  for  other  purpose?. 
This  is  standard  machinery;  that  is,  woodworking  machinery,  lathes, 
etc. 

Mr.  Hadley.  But  vour  estimate  of  the  value  of  the  conci-ete 
yard 

Mr.  Frey.  As  a  going  yard. 

Mr.  Hadley.  Is  as  a  going  yard  at  San  Diego? 

Mr.  Frey.  As  a  going  yard,  I  consider  the  value  nil. 

Mr.  Hadley.  Well,  as  a  going  yard  at  Government  Island,  yon 
(on  idiM-  it  worth  the  sum  of  50  per  cent  of  the  investment? 

Mr.  Frey.  For  a  repair  yard ;  yes,  sir. 
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Mr.  Hadley.  For  repair  purposes? 

Mr.  Frby.  Yes,  sir ;  if  a  purcnaser  can  be  found  and  proper  terms 
of  payment  can  be  arranged. 

Mr.  Hadley.  In  case  there  is  no  going  yard  at  either  point,  and 
no  demand  for  repair  work  of  that  character,  then  what  would  be 
the  xesult? 

Mr.  Frey.  The  value  of  your  investment  is  what  you  can  get  for 
the  real  estate  at  San  Diego  and  the  value  of  your  machinery  on  a 
salvage  basis,  or  approximately  50  per  cent  of  your  initial  cost,  and 
3'^our  buildings  and  ways,  etc.,  would  be  of  very  small  value. 

I  want  to  say,  in  fairness  to  the  concrete-ship  program,  that  at  the 
time  these  concrete  contracts  w^ere  let  it  was  practically  impossible 
to  secure  steel  for  steel-ship  construction.  The  labor  marfeet  was 
absolutely  bare  of  steel  workers  and  the  yards  were  running  with 
only  partial  forces.  It  was  impossible  to  get  additional  men  for  the 
wood  yards.  The  wood  ship  at  that  time  had  already  been  dis- 
credited; and  it  seemed,  on  account  of  the  show^ing  made  by  the 
Fa/ith^  which  was  started  as  a  war  measure,  that  it  was  entirely  justifi- 
able to  go  into  concrete  ship  construction,  so  that  in  case  the  war 
lasted  another  two  years  we  would  have  had  something  that  would 
carry  fuel  and  storage,  even  though  the  expense  from  an  operating 
standpoint  was  excessive  as  compared  with  steel.  It  was  a  question 
of  getting  additional  ships,  and  the  steel-ship  capacity  had  reached 
its  limit. 

Mr.  Hadley.  Granting  that,  and  I  am  not  questioning  it  at  all, 
what  was  the  situation  at  the  time  of  the  armistice  as  to  the  concrete 
progress  on  the  contemplated  program  ? 

Mr.  Frey.  At  the  time  of  the  armistice  the  San  Diego  yard  had 
the  bulkheads  partially  put  in,  dredging  had  started,  and  there  had 
been  a  little  construction  work  done. 

Mr.  Hadi^y.  On  how  many  vessels  ? 

Mr.  Frey.  Nothing  whatsoever;  that  is,  outside  of  drafting-room 
work.'  The  concrete  could  have  been  canceled  at  a  comparatively 
small  cost,  but  there  was  one  angle  in  there  which  probably  had  some 
consideration — I  understood  it  had — and  that  is  that  San  Diego,  out 
of  the  war  program,  had  been  given  only  the  concrete  yard,  and  they 
felt  that  they  should  at  least  be  permitted  to  continue  the  two  ships. 
Now,  that  is  as  I  got  the  story.  I  can  not  vouch  for  it.  If  it  were 
my  yard,  I  would  have  canceled  it,  wrecked  it,  and  have  taken  what 
was  left. 

Mr.  Hadley.  What  was  the  situation  at  the  time  of  the  armistice 
in  the  progress  of  the  concrete  program  at  the  Government  Island 
yard? 

Mr.  Frey.  The  progress  at  the  Government  Island  yard  was  that 
the  ways  had  all  been  built.  The  buildings  were  up  and  the  ma- 
chinery was  in  place,  90  per  cent  of  it.  The  form  construction  had 
started,  and  I  believe  some  steel  was  already  in  place. 

Mr.  Hadley.  On  more  than  one  vessel  ? 

Mr.  Frey.  On  two  vessels. 

Mr.  Hadley.  On  two  vessels? 

Mr.  Frey.  Yes ;  that  is  my  recollection  now. 

Mr.  Hadley.  And  it  was  afterwards  decided  to  proceed  with  the 
third  one  ? 
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Mr.  Fret.  Yes,  sir.  The  reason  for  that  was,  as  I  understand  it, 
that  they  wantei)  to  have  at  least  one  cargo  boat  for  experimental 
purposes. 

Mr.  Hadlet.  That  is  all  for  the  present. 

Mr.  Kelojy.  I  have  just  one  other  question. 

I  just  want  to  ask  you,  Mr.  Frey,  about  this  practice  of  allowing 
10  per  cent  advance  on  the  contract  price  to  the  contractor  upon  the 
signing  of  the  contract,  less  the  price  of  the  steel,  less  the  allowance 
for  steel. 

Mr.  Frey.  That  is  a  usual  commercial  practice. 

Mr.  Kelley.  Now,  would  that  be  done  with  a  contractor  who  did 
not  have  any  capital  and  did  not  have  anv  yard? 

Mr.  Frey.  It  all  depends  upon  how  badly  you  want  the  ships. 

Mr.  Kelley.  Well,  I  know,  but  you  would  not  be  apt  to  get  ships 
from  a  contractor  who  did  not  have  any  capital. 

Mr.  Frey.  It  is  a  matter  of  the  judgment  of  the  people  who  made 
the  contract. 

Mr.  Kelley.  Well,  now,  take 

Mr.  Frey.  I  do  not  think  any  private  purchaser  would  do  it. 

Mr.  Kelley.  It  can  not  be  that  that  was  the  universal  practice  at 
the  home  oflSce,  that  everyone  who  went  down  there  who  had  a  good 
presence  and  who  had  a  good  front  could  get  seven  or  eight  hundred 
thousand  dollars  in  advance  and  yet  could  not  raise  a  dollar  in  his 
home  town. 

Mr.  Frey.  Well,  that  is  only  one  district. 

Mr.  Keli^y.  I  know  it  is  only  one  district,  but  this  is  not  the  only 
case. 

Mr.  Frey.  You  take  the  case  of  the— — 

Mr.  Kelley.  But  I  want  to  know  if  there  were  any  other  cases 
that  you  know  of  ? 

Mr.  Frey.  In  this  district? 

Mr.  Kelley.  Yes. 

Mr.  Frey.  Well,  there  were  other  cases  where  the  people,  when  tak- 
ing any  contract  and  getting  the  first  payment,  did  not  have  a  yard, 
but  they  had  large  financial  resources  behind  it. 

Mr.  Kelley.  I  understand  that  perfectly.  There  they  could  go 
ahead. 

Mr.  Frey.  Yes. 

Mr.  Kelley.  And  produce  the  ships. 

Mr.  Frey.  Yes. 

Mr.  Kelley.  But  take  this  case  of  the  Pacific  Coast  Shipbuilding 
Co.  My  understanding  is  that  they  had  no  yard  and  no  capital  and 
no  credit,  and  that  any  proper  investigation  of  their  financial  stand- 
ing would  have  disclosed  that  fact.    Is  not  that  true? 

Mr.  Frey.  Well,  Mr.  Kelley 

Mr.  Kelley.  And  no  experience  in  building. 

Mr.  Frey.  Except  Mr.  John  G.  Scott,  who  was  an  experienced  ship- 
builder. Well,  I  would  answer  that  by  saying  that  Mr.  Burgess  was  a 
very  persuasive  gentleman. 

Mr.  Kjellby.  Ohj  yes. 

Mr.  Frey.  And  1  think  somebody  was  overpersuaded. 

Mr.  Kelley.  Mr.  Radford,  possibly. 

Mr.  Frby.  I  don't  know.    I  dont  mow. 
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Mr.  Kelley.  It  seems  almost  incredible  that  a  contract  of  that 
kind  would  be  let  and  money  advanced  without  making  a  personal 
investigation  of  the  financial  responsibility  of  the  parties. 

Mr.  Frey.  Of  course,  you  unaerstand,  Mr.  Kelley,  that  while  the 
money  was  advanced,  the  $700,000  was  kept  under  the  control 

Mr.  Kelley.  I  know,  but  even  at  that  they  were  able  to  fix  salaries 
at  an  unreasonable  figure,  and  which  you  had  to  reduce,  and  finally 
you  had  to  take  the  complete  control  of  all  their  property,  in  order 
to  protect  your  investment  there. 

Mr.  Frey.  That  is  the  housing. 

Mr.  Kelley.  The  thing  I  am  trying  to  understand,  if  I  can,  is  that, 
basing  the  whole  transaction  on  gooa  faith,  how  could  it  be  possible 
for  even  a  smooth-talking  gentleman  to  go  down  to  the  home  office 
and  prevail  upon  experienced  financial  men,  such  as  would  be  at  the 
head  of  a  great  concern  that  had  $3,000,000,000  at  its  disposal,  and  get 
away  with  $700,000,  that  it  coukl  use  almost  as  it  saw  fit  in  the  con- 
struction, when  he  could  not  raise  a  dollar  in  the  city  of  San  Fran- 
cisco where  he  lived? 

Mr.  Frey.  Well,  Mr.  Burgess  had  a  very  impressive  board  of  di- 
rectors on  his  original  published  list. 

Mr.  Kelley.  Whom  did  he  have  on  there  ? 

Mr.  Frey.  He  had  Mr.  Henry  G.  Scott,  who  was  the  leading  man, 
formerly  one  of  the  Union  Iron  Works.  Mr.  Scott  was  asked  by 
Capt.  PiUsbury,  I  understand,  one  day,  about  the  money  that  he  had 
actually  put  in  the  plant.  He  finally  said  he  had  put  in  $20,000.  As 
a  matter  of  fact  he  changed  his  mind  afterwards  and  never  put  in  a 
dollar. 

One  other  gentleman,  a  former  lieutenant  governor,  Alden  An- 
derson, was  published  on  the  board  of  directors.  He  wrote  a  letter — 
I  think  possibly  it  is  in  our  files,  or  in  the  files  of  the  legal  depart- 
ment— that  he  never  was,  never  had,  and  never  would  be  associated 
with  Mr.  Burgess. 

Mr.  Kelley.  And  yet  his  name  was  carried  on  the  list  of  direc- 
tors ? 

Mr.  Frey.  On  the  original  list  of  directors ;  yes,  sir. 

Mr.  Kelley.  And  presented  to  the  Fleet  Corporation  as  the  basis 
for  the  making  of  this  contract? 

Mr.  Frey.   i  es,  sir. 

Mr.  Kelley.  Any  other  directors? 

Mr.  Frey.  Well,  I  could  get  the  file.    I  think  we  have  it. 

Mr.  Kelley.  I  wish  you  would  put  that  in. 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  As  a  matter  of  fact,  they  did  not  have  any  capital 
until  they  sold  the  bonds? 

Mr.  Frey.  That  is  substantially  what  the  case  was.  They  had  a 
small  amount  of  money  in  there,  what  might  be  called  capital  for 
preliminary  expenses. 

Mr.  Kelley.  Probably  promotion  expenses. 

Mr.  Frey.  Yes,  sir;  that  is,  so  far  as  I  have  been  able  to  dis- 
cover. 

Mr.  Kelley.  Would  not  the  contract  division  at  the  home  office  in- 
stitute inquiry  as  to  the  financial  situation  of  a  new  corporation  to 
determine  whether  or  not  any  of  the  capital  stock  had  been  paid  in  ? 

Mr.  Frey.  I  should  think' thev  would. 
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Mr.  Kelley.  That  is  a  very  unusual  transaction,  it  seems  to  me. 

Mr.  Fkey.  It  is,  to  me. 

Mr.  Kelley.  And  very  difficult  to  explain  on  the  ground  of  good 
faith  all  the  way  through. 

Mr.  Frey.  Well,  it  may  be  explained,  possibly,  by  the  great  de- 
sire for  ships. 

Mr.  Kelley.  That  would  be  the  surest,  the  most  direct  way,  of 
squandering  money  and  not  getting  any  ships,  would  it  not,  ilr. 
Frey — to  let  contracts  to  a  corporation  that  had  no  capital  stock, 
without  inquiry? 

Mr.  Frey.  Well,  I  can  not  say,  Mr.  Kelley,  as  to  how  much  in- 
quiry was  made.  1  can  easily  believe,  in  fact  I  am  quite  certain,  that 
Mr.  Piez  would  not  have  signed  the  contract  if  he  did  sign  iu  or 
whoever  the  executive  officer  was  of  the  corporation,  unless  he  had 
been  informed  by  somebody  that  the  situation  had  been  investigated, 
and  they  felt  satisfied  that  these  people  were  properly  backed  and 
would  be  able  to  deliver  the  ships.  How  tliorough  that  investigation 
was  on  the  part  of  the  subordinate,  I  could  not  say. 

Mr.  Kelley.  Now,  when  they  made  this  arrangement  witli  the 
Cleveland  concern  for  a  loan  or  a  bond  issue,  was  that  all  coil&uni- 
mated  without  the  knowledge  of  the  Shipping  Board  officials^ 

Mr.  FitEY.  I  can  not  say  as  to  the  details  of  that.  Mr.  Thatcher, 
the  former  district  counsel,  can  advise  you  as  to  that,  as  he  was  here 
at  the  time,  and  I  was  not,  or,  I  will  say  he  was  handling  the  matter, 
so  far  as  we  handled  it  locally. 

Mr.  Kelley.  Under  the  terms  of  this  contract,  has  the  Shipping 
Board  developed  the  yard,  that  is,  bought  machinery  and  installed 
the  machinery  there  ? 

Mr.  Frey.  As  a  direct  purchase;  no,  sir. 

Mr.  KfiLiiEY.  No;  it  became  the  property  at  once  of  the  Pacific 
Coast  Shipbuilding  Co.? 

Mr.  Frey.  Yes,  sir. 

Mr.  Kelley.  And  then  they  were  able  to  mortgage  the  property 
paid  for  by  the  United  States  Government? 

Mr.  P^REr.  Yes,  sir;  that  is  where  the  mistake  was  made.  I  have 
always  considered  that  if  $700,000  was  to  be  used  for  plant  the  in- 
vestment of  the  Fleet  Corporation  should  have  been  in  the  position 
of  a  preferred  creditor,  and  that  is  the  situation  that  is  confronting 
us  to-day.  If  the  bondholders  would  foreclose  it  is  a  question  where 
we  would  stand. 

Mr.  Kelley.  Is  Mr.  Thatcher  connected  with  the  Fleet  Corpora- 
tion now? 

Mr.  Frey.  Not  now;  no.  He  has  gone  into  private  practice,  but 
he  is  here  in  the  city,  and  I  know  he  would  be  very  glad  to  appear. 

Mr.  Kelley.  That  is  all  I  have,  except  anything  that  you  had  to 
put  in  about  the  other  directors. 

Mr.  Frey.  Yes;  I  have  sent  for  that. 

Mr.  Kelley.  And  the  other  officers,  or  those  who  were  represented 
as  officers,  but  never  did  function. 

The  Chairman.  Mr.  Frey,  I  have  examined  this  list  prepared  by 
Mr.  Betaque 

Mr.  Frey.  No;  handed  me  by  Mr.  Betaque. 

The  Chairman.  Handed  you  by  Mr.  Betaque? 
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Mr.  Frby.  Prepared  by  the  Pacific  Marine  &  Construction  Co. 

The  Chairman.  I  find  the  name  of  George  N.  Scofield  as  chain- 
man  at  $17.28  a  week.     He  was  dropped  on  December  30,  1918. 

The  name  of  George  N.  Scofield,  chainman,  $17.28  per  week; 
dropped  December  28,  1918. 

J.  V.  Scofield,  material  checker,  $20.70  per  week:  dropped  Sep- 
tember 17,  1918. 

(xeorge  M.  Scofield,  vice  president,  $153.84  per  week.  He  was 
dropped  January  1,  1919,  and  I  find  carried  on  the  present  salary 
roll  E.  N.  Scofield,  weekly  salary  of  $192.30,  as  vice  president,  who 
was  appointed  June  4,  1918.  and  L.  M.  Scofield,  assistant  general 
superintendent,  $95.76  per  week,  and  later  got  $80.76  per  week;  re- 
signed March  13,  1919. 

Is  it  your  understanding  that  they  were  all  related — these  various 
people  ? 

Mr.  Frey.  So  far  as  I  know,  only  G.  M.  Scofield,  E.  M.  Scofield, 
and  L.  M.  Scofield  are  directly  related.  I  do  not  know  as  to  the 
others. 

The  Chairman.  I  find,  in  looking  through  this  list  of  personnel, 
under  the  heading  "Dropped  from  the  roll,"  that,  including  the 
first  throe  names  mentioned,  there  were  173  employees  dropped  in  the 
administrative  department,  purchasing  department,  auditing  depart- 
ment, general  offices,  engineering  department,  employment  depart- 
ment, timekeeper's  department,  stores  department,  construction  de- 
partment, guard  department,  and  restaurant  department.  Dt)  I 
understand  that  the  dropping  of  those  employees  was  subsequent  to 
and  because  of  the  inquiry  that  you  had  made  and  the  recommenda- 
tions that  you  had  submitted? 

Mr.  Frev.  No,  sir.  Those  are,  to  a  very  large  extent,  tlfe  natural 
changes  in  the  force — people  who  had  resigned  or  were  replaced  by 
others. 

The  (^iiAiRMAN.  Mr.  Frey,  you  stated  something  in 'reference  to 
a  change  from  a  cosi;  i)lus  to  a  lump-sum  basis  tor  contracts,  be- 
cause it  was  felt  at  the  home  office  that  the  cost  of  labor  and  mate-- 
rial  had  reached  its  peak. 

Mr.  Frey.  I  was  asked  why  I  thought  the  cost-plus  contract  had 
been  made  at  that  particular  time  in  reference  to  Bethlehem,  and 
I  stated  that  the  Bethlehem  cost-plus  contract  had  been  made,  and 
also  one  cost-plus  contract  with  Moore,  and  I  understand  the  reason 
for  making  the  cost-plus  contract  at  that  particular  time,  which  was 
in  the  spring  or  summer  of  1918,  was  because  the  executive  officers 
felt  that  the  labor  and  material  market  had  about  reached  its  peak, 
and  the  desire  to  safeguard  the  interests  of  the  Fleet  Corporation 
by  securing  the  benefit  of  any  reductions  which  might  come  by 
making  the  cost-plus  contracts.  Subsequently,  in  July,  1918,  the 
cost-plus  contract  with  the  Moore  Shipouilding  Co.  was  changed 
to  a  lump-sum  contract  at  the  recommendation,  I  believe,  of  Capt. 
Pillsbury.  We  felt  that  a  lump-sum  contract  was  a  clean-cut  trans- 
action, while  a  cost-plus  contract  might  always  be  subject  to  crit- 
icism. 

The  Chairman.  Do  you  know  whether  there  was  any  controversy 
or  dispute  concerning  the  contract  which  entered  into  this  change  of 
policy  referred  to? 
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Mr.  Frey.  As  regards  the  changing  of  the  Moore  contrftct,  their 
cost  plus  to  a  lump  sum  ? 

The  Chairman.  Yes,  sir. 

Mr.  Fret.  No;  I  understand  the  proposition  was  submitted  and 
accepted. 

The  Chairman.  I  understand  from  the  testimony  that  you  havie 
^iven,  Mr.  Frey,  that  notwithstanding  the  great  need  of  ships  dur- 
ing the  war  and  the  need  existing  since  the  signing  of  the  armistice, 
that  in  conducting  the  negotiations,  the  awarding  of  contracts,  the 
settlement  for  extras,  and  all  other  matters  relating  to  the  shipbuild- 
ing program,  there  are  certain  hard  and  fast  rules  of  business  that,  in 
your  opinion,  should  not  be  very  widely  departed  from,  simply  be- 
cause tne  Government  was  one  of  the  contracting  parties. 

Mr.  Fkky.  Well,  T  have  always  felt  that  in  handling  Government 
money  there  should  be  greater  care  exercised  than  there  would  be 
in  the  handling  of  corporation  funds. 

The  Chairman.  And  that  business  was  business  just  the  same, 
even  while  the  war  was  on. 

Mr.  P^RET.  Absolutely  so.  My  first  orders  to  our  people  here  when 
I  came  in  here  in  June,  1918,  were  that  I  did  not  want  any  let-up  of 
the  inspection,  that  we  would  not  accept  any  partially  completed 
ships  as  far  as  equipment,  etc.,  was  concerned,  and  that  eveiything 
must  be  handled  on  the  basis  of  proper  business  methods,  and  that 
we  would  ignore  the  urgency  for  ships,  when  the  desire  to  expedite 
construction  would  branch  into  what  I  called  sloppy  methods.  In 
other  words,  I  felt  that  in  the  long  run  time  would  be  saved,  and 
we  would  get  more  effective  units  by  proper  business  methods  than 
we  would  by  trying  to  make  spectacular  records  and  let  everything 
just  go  by  the  board.  Those  are  the  instructions  imder  which  Mr. 
Chisholm  has  been  working,  and  all  other  branches  of  this  office,  and 
the  records,  I  think,  will  prove  the  wisdom  of  that  course. 

The  Chairman.  Has  this  district,  so  far  as  you  personally  know, 
or  from  anjrthing  which  you  have  observed,  been  interfered  with  in 
any  matters  by  what  miglit  be  termed  political  intercession  or  inter- 
ference on  the  part  of  men  holding  public  office? 

Mr.  Frey.  No,  sir ;  in  no  way. 

The  Chairman.  With  reference  to  the  lining  and  the  dunnage  of 
the  cargo  ships,  has  that  been  handled  and  paid  for  by  the  construc- 
tion division  or  by  the  operating  branch  ? 

Mr.  Frey.  The  history  of  that  is  this :  The  first  vessels  which  we 
built  here  were  assigned  to  the  Navy  for  management,  manning,  and 
operation,  and  last  fall,  when  the  ships  began  to  handle  flour  for 
Europe,  it  was  necessary  to  sheath  the  holds.  The  work  was  done 
at  the  shipyards  where  the  vessel  was  built,  and  the  requirements  of 
the  Navy  Department  were  such  that  I  considered  the  cost  of  that 
sheathing  excessive.  For  instance,  the  Navy  Department  demanded 
that  all  stanchions  be  cased  solid  with  wood,  ana  a  private  operator 
would  use  gunny  sacks  or  Chinese  matting.  They  demanded  that 
the  joiner  work  be  done  in  those  holds.  It  finally  culminated  in  a 
price  of  approximately  $1  per  dead-weight  ton  for  sheathing,  and  I 
took  the  matter  up  with  Mr.  Ebey,  of  the  Division  of  Operations, 
and  told  him  that  I  considered  the  thing  an  absolute  waste  of  money, 
and  suggested  that  they  take  over  the  ships  and  have  the  sheathiof^ 
done  afterwards  on  a  lump-sum  price,  and  that  has  been  done. 
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The  Chair3ian.  When  was  that,  Mr.  PVey? 

Mr.  Frey.  I  think  that  was  in  October  or  November,  when  that 
sheathing  stopped.  In  other  words,  we  were  using  high-priced  labor, 
And  it  was  a  laborious  job.  There  were  probably  ei^t  or  ten  ships. 
The  Division  of  Operations  was  handling  that. 

The  Chairman.  The  gunny  sack  or  Chinese  mat  would  be  wrap- 
ped around  the  stanchions  and  tied,  and  could  be  removed  easily? 

Mr*  Frey.  Yes,  sir. 

The  Chairman.  And  would  that  have  furnished  sufficient  lining 
or  dunnage,  or  whatever  it  is  called,  for  flour  cargo  ? 

Mr.  Frey.  Yes,  sir;  if  judgment  had  been  used  in  the  loading. 
We  handled  thousands  or  tons  of  flour  out  of  Portland,  on  the 
Portland  &  Asiatic,  and  we  never  did  any  joiner  work  in  the  holds 
of  our  ships. 

The  Chairman.  That  was  the  Pacific  Mail? 

Mr.  Frey.  Tliat  was  the  Portland  &  Asiatic,  operating  out  of 
Portland. 

The  Chairman.  A  subsidiary  of  the  Pacific  Mail  ? 

Mr.  Frey.  Yes ;  accompanied  the  Pacific  Mail,  to  be  more  correct. 

The  Chairman.  That  is  a  common  practice  for  flour  cargo  ship- 
ments? 

Mr.  Frey.  Where  vessels  are  only  going  in  flour  cargo  for  occa- 
sional voyages.  Of  course,  if  the  vessel  is  to  remain  in  the  flour 
trade  rignt  along,  it  may  be  economy  to  put  sheathing  in  there. 

The  Chairman.  Well,  take^  a  cargo  where  this  sheathing  is  in- 
stalled, with  practical  joiner  work,  it  would  be  a  detriment  or  rather 
would  take  up  space? 

Mr.  Frey.  Well,  I  would  not  put  it  just  exactly  that  way.  I  would 
call  it  an  expensive  luxury.    You  mean  the  loss  of  cubic  capacity  ? 

The  Chairman.  Yes ;  in  a  lacge  cargo-ship  space. 

Mr.  Frey.  Well,  it  all  depends  upon  what  you  are  carrying.  Of 
course,  if  you  have  a  vessel  sheathed  for  flour,  and  you  take  a  coal 
cargo  in  there,  it  would  be  an  absolute  waste  of  money  and  space. 
On  the  other  liand,  if  you  carry  package  freight  in  tnere,  canned 
«roods,  etc.,  while  the  sheathing  would  not  be  absolutely  necessary, 
it  would  be  of  advantage. 

The  C'HAiRMAN.  But  if  you  took  some  types  of  cargo,  the  sheathing 
would  waste  some  space,  and  the  character  of  the  cargo  might  render 
the  sheathing  useless? 

Mr.  Frey.  That  might  be  possible ;  yes. 

The  Chairman.  For  flour  shipment  purposes? 

Mr.  Frey.  You  understand,  in  commercial  practice  we  use  wliat 
we  call  dunnage  lumber,  which  is  1  by  6  stuff,  of  the  very  cheapest 
grade,  full  of  knot  holes,  and  sap,  and  everything  else,  just  to  keep 
the  cargo  sufficiently  away  from  the  side  of  the  ship  to  prevent 
damage  by  sweat.  In  the  small  spaces,  such  as  around  the  stanchions, 
we  use  either  gunny  sack — which,  by  the  way,  I  will  say,  was  almost 
impossible  to  obtain  last  year — and  Chinese  matting;  or  you  can 
take  a  small  portion  and  tie  them  or  wire  them  around  that  stanchion, 
but  no  private  operator  would  think  of  taking  those  things  and  nail- 
ing them  up. 

The  Chairman.  Have  you  had  any  controversy  in  the  past,  or  are 
there  any  pending,  with  the  Los  Angeles  Dry  Dock  c^  Shipbuilding 
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concern,  as  to  payments  for  progress  on  the  work,  or  claims  for 
extras,  or  matters  of  that  sort  ? 

Mr.  Frey.  The  Los  Angeles  Shipbuilding  &  Dry  Dock  Co.,  ac<»rd- 
ing  to  their  own  statement;  that  is,  the  statement  of  Mr.  Naphtaly 
to  me,  lost  on  their  first  contract  for  eight  ships  approximately 
$1,500,000.    They  are  now  working  on  their  second  contract. 

It  has  always  been  mv  judgment  that  the  financial  interests  hack 
of  the  Los  Angeles  Shipbuilding  &  Dry  Dock  Co.  were  such  that  they 
need  have  no  particular  fear  of  the  contract  being  carried  to  a  con- 
clusion, both  ror  their  protection  and  their  personal  standing  in  the 
community,  as  well  as  for  the  name  of  the  city  of  Los  Angeles.  I 
do  not  think  the  bankers  would  permit  them  to  default  on  that  con- 
tract. On  the  other  hand,  Mr.  Keed,  our  comptroller,  has  been  very 
pessimistic  about  the  outlook.  One  thing  which  has  made  us  very 
dubious  about  the  Los  Angeles  Shipbuilding  &  Dry  Dock  Co.  is  the 
fact  that  it  seems  almost  impossible  for  them  to  put  in  their  bills 
of  what  we  owe  to  them.  They  make  the  general  statement  that 
they  have  millions  of  dollars  due  them,  but  they  will  not  submit 
documents  in  a  way  so  that  our  finance  division  can  put  them  in 
way  for  payment.  If  a  contractor  were  in  doubtful  financial  condi- 
tion, it  is  quite  reasonable  to  suppose  that  he  would  rather  have  a 
number  of  indefinite  claims  on  his  books  than  have  the  claims  sub- 
mitted reduced  and  receive  a  very  much  smaller  amount  of  money, 
as  the  claims  in  his  book  have  a  certain  banking  value. 

The  Los  Angeles  Shipbuilding  &  EJry  Dock  Co.  work  on  an  im- 
pressed fund,  and  that  impressed  fund  has  been  very  heavily  drawn 
upon. 

As  I  remember,  in  May  last  the  debit  balance  was  in  the  neighbor- 
hood of  between  eight  and  nine  million  dollars.  I  took  the  matter 
up  quite  vigorously,  and  insisted  that  it  be  reduced,  and  it  is  now 
down  to,  I  think,  inside  of  $5,000,000. 

We  have  in  our  contracts  what  is  known  as  an  equivalent  in  work- 
done  clause.     In  other  words,  these  contracts  were  originally  made 
under  which  the  contractor  received  10  per  cent  on  the  signing  of 
the  contract,  and  so  much  when  the  keel  was  laid,  and  so  much,  50 
per  cent,  when  the  plank  top  was  placed,  so  much  on  launching,  and 
so  much  on  the  installation  of  the  machinery,  and  so  much  when  the 
vessel  was  delivered.     But  there  was  a  rider  put  in  that  original 
clause — that  is,  it  was  included  when  the  contract  was  made — which 
provided  "  or  its  equivalent  in  work  done."     That  meant  that  if  a 
contractor,  for  instance,  to  take  round  figures,  had  a  vessel  which 
would  cost  a  million  dollars,  and  he  could  show  that  he  had  spent  up 
to  a  certain  date  in  material,  in  labor,  in  proper  overhead,  $500,000, 
he  could  claim  on  the  Fleet  Corporation  for  50  per  cent  of  the  con- 
tract price.     That  is,  the  progress  payments  would  aggregate  50  per 
cent.     If  the  contractor  is  making  a  profit,  that  is  all  right :  you  are 
protected.     But  if,  through  bad  management  or  bad  judsrment,  or 
causes  beyond  the  control  of  the  contractor,  that  vessel  will  cost  the 
contractor  $1,500,000,  it  is  an  extremely  dangerous  clause,  because 
the  contractor,  if  his  cost  is  50  per  cent  more  than  the  contract  price, 
can  show  expenditures  equal  to  the  full  contract  price  when  his  con- 
struction is  only  60  per  cent  complete. 

Last  summer  we  took  a  very  positive  position  with  all  of  our  con- 
tractors, and  I  might  say  that  I  personally  did,  that  no  progress- 
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payment  voucher  in  this  district  on  steel  construction  could  pass 
without  my  personal  signature.  Nobody  has  authority  to  sign  that 
voucher.  T  took  that  position,  and  I  did  it  contrary  to  the  terms  of 
the  contract,  that  I  was  not  interested  in  what  the  contractor  had 
spent,  or  what  had  been  the  cost  of  the  work  from  its  inception  to 
the  existing  point  of  progress,  but  I  wanted  to  satisfy  myself  that 
there  was  enough  money  in  the  pot  to  finish  that  ship.  In  other 
words,  I  figured  backwards.  The  contractor,  by  the  time  of  the 
launching,  is  entitled  to  a  total  of  80  per  cent.  The  next  10  per 
cent  is  due  when  the  machinery  is  installed  and  the  deck  houses  are 
in  place,  and  then  he  gets  no  further  payment  until  the  ship  is  ac- 
cepted. The  contractors  have  been  very  much  put  out  by  my  deci- 
sion regarding  the  issue  of  payments. 

Tn  the  orderly  shipyard  progress,  when  a  vessel  is  launched,  it  rep- 
resents between  60  and  70  per  cent  of  completion,  not  any  more  than 
70.  Probably  there  is  some  machinery  in  the  yard,  and  there  are 
some  boilers  and  auxiliaries  in  the  yard  for  which  the  contractor  is 
entitled  to  credit,  but  he  has  to  have  a  whole  lot  of  stuff  in  the  vard 
to  have  earned  80  per  cent  when  he  launches. 

Now^,  the  labor  cost  between  launching  and  builder's  trial  is  ap- 
proximately 80  per  cent  of  the  whole.  I  am  talking  of  labor  cost 
now.  Yet,  between  the  launching  payment  an^  the  K  payment,  as 
provided  for  in  the  contracts,  there  is  only  10  per  cent.  Therefore 
there  is  always  danger  in  the  case  of  a  weak  yard,  unless  very  closely 
watched,  of  overpayment. 

We  have  kept  the  builders  very  close  to  that,  and  that  has  been  one 
of  the  sources  of  contention  betw^een  the  Pacific  Coast  Shipbuilding 
Co.  and  ourselves. 

P'or  instance,  to-day,  based  on  a  very  careful  personal  inspection, 
and  allowing  full  credit  for  everything  they  have  done  in  the  w  ay  of 
expenditxires,  labor  and  material  and  overhead,  and  with  full  100 
per  cent  credit  for  the  two  ships  delivered,  they  are  69^  or  70  per  cent, 
taking  the  whole  contract  as  100  per  cent.  They,  on  the  other  hand, 
claim  that  they  have  80  odd  per  cent,  and  that  they  should  have  more 
money,  and  what  they  term  a  differential  payment,  money  to  be 
drawn  out  as  anticipated  profits.  You  may  have  noticed  that  keel 
which  had  just  been  laid  up  there,  a  few  plates.  If  I  remember  cor- 
rectly, they  claim  that  represents  56  per  cent  of  completion.  They 
have  been  paid  30  pefi*  cent  on  that. 

Now,  you  asked  me  a  moment  ago  whether  we  had  any  dispute 
with  the  Los  Angeles  Shipbuilding  &  Dry  Dock  Co.  on  progress  pay- 
ments.   We  have. 

The  Chairman.  And  it  involves  just  this  point? 
Mr.  Frey.  Just  this  situation.  In  other  words,  I  arranged  with 
Mr.  Reed,  for  the  protection  of  the  office  and  the  corporation  gen- 
erally some  months  ago,  in  connection  with  equivalent  work  pay- 
ments that  a  contractor  must  submit  over  his  si^ature  a  certificate 
showing  in  detail  how  much  money  had  been  paid  out  for  wages  on 
that  respective  work,  how  much  money  had  been  paid  out  for  material 
in  proportion  to  overhead,  etc.;  that  certificate  then  to  go  to  the 
resident  auditor,  and  the  resident  auditor  would  check  up  those 
figures  with  the  contractor's  books.  If  the  contractor  showed  that  he 
had  paid  out  an  amount  of  money  in  excess  of  the  progress  pay- 
ments he  had  received  up  to  that  date,  and  the  resident  auditor 


944  SHIPPING  BOARD  OPERATIONS. 

Avould  certify  to  that  effect,  then  that  certificate  would  go  to  the 
resident  inspector,  and  the  resident  inspector  would  consider  the 
financial  condition,  together  with  the  physical  condition,  and  if  he 
was  satisfied  that  he  was  entitled  to  another  payment,  and  would  so 
certify,  then  the  certificates  would  come  to  me,  and  if  he  was  satis- 
fied, I  would  approve  the  voucher. 

The  Los  Angeles  Shipbuilding  &  Dry  Dock  Co.  claim  that  they 
have  $1,00(),()()0  in  progress  payments  due  to  them,  but  thev  have 
absolutely  refused  to  furnish  a  financial  statement,  such  as  ^  have 
called  'for,  and  I  have  taken  the  position  that  while,  technically, 
under  the  contract,  that  certificate  is  not  provided  for,  the  burden 
of  proof  on  equivalent  work  is  up  to  the  contractor,  and  not  up  to 
the  Fleet  Corporation,  and  if  the}'  are  not  willing  to  give  that  proof, 
then  they  can  wait  for  their  money  until  physical  progress  entitle^ 
tliem  to  the  payment. 

The  Chairman.  Do  you  know  when  this  rider  that  you  mention  in 
the  contract  was  inserted  or  put  on  ? 

Mr.  Fret.  I  think  it  was  started — I  don't  know,  but  I  think  it  was 
started  about  the  time  I  came  with  the  Fleet  Corporation.  When  I 
use  the  term  ^  rider,''  please  understand  that  this  does  not  mean  a 
supplement  to  the  contract. 

The  Chairman,  ^s. 

Mr.  Frey.  But  the  progress  payments  are  old  established  progress 
payments  made  in  commercial  work,  and  then  you  can  tell  by  the 
wording  when  this  "  or  ecjuivalent  in  work  done  "  was  hun^  on. 

The  Chairman.  That  is,  it  was  an  alternative  that  was  inserted, 
probably,  after  some  of  these  other  forms  of  contracts  had  been 
made. 

Mr.  Frey.  Yes,  sir;  I  so  understand. 

The  Chairman.  Yes. 

Mr.  Frey.  In  case  some  weakly  financed  yard  did  not  have  the 
money  for  the  work,  and  are  going  to  use  the  argument  that  they  had 
to  pay  out  large  sums  for  machinery,  etc.,  and  they  should  have 
credit,  it  was  entirely  proper  that  it  be  carefully  handled. 

Here  is  the  Pacific  Coast  contract,  for  instance,  which  shows  that 
clause — "  or  its  equivalent." 

The  Chairman.  And  those  words  "or  its  equivalent  in  work 
done,'"  appearing  in  all  of  the  subparagraphs,  providing  for  these 
|)ayments  by  percentages,  where  certain  work  called  for  under  the 
contract  has  been  done  ? 

Mr.  Frey.  With  the  exception  of  the  last  payment,  which  is  the 
delivery  payment? 

The  Chairman.  Which  is  the  delivery  payment:  yes,  sir. 

I  think  we  will  stop  hei-e  until  2.30  for  lunch,  but  l)efoi*e  we  d<> 
that,  you  might  insert  those  names. 

Mr.  Frey.  They  are  in  a  circular  issued  by  the  Pacific  Coast  Ship- 
building Co.,  under  date  of  August  1,  1917,  and  advertising  their 
first  mortgage  6  per  cent  serial  gold  bonds. 

The  foflowing  are  the  director  of  the  Pacific  Coast  Shipbuild- 
ing Co. : 

Henry  T.  Scott,  chairman  of  the  board,  the  Pacific  Telephone  & 
Telegraph  Co.,  chairman  board  of  directors  of  the  Mercantile  Na- 
tional Bank  of  San  Francisco:  president  Mercantile  Trust  Co.  of 
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•San  Francisco;  president  Bank  of  Burlingame,  director  Pacific- 
Alaska  Navigation  Co. 

John  T.  Scott,  general  superintendent  of  the  Pacific  Coast  Ship- 
building Co. 

H.  M.  Robinson,  director  Merchants  National  Bank  of  Los  Angeles, 
director  Title  Insurance  &  Trust  Co.  of  Los  Angeles;  director  of 
the  Pacific  Lumber  Co.,  director  California  Delta  Farms,  Incor- 
porated; director  Union  Trust  &  Savings  Bank  of  Passadena,  di- 
rector Los  Angeles  Trust  &  Savings  Bank,  Los  Angeles. 

H.  C.  Breeden,  director  Savings  Union  Bank  &  Trust  Co.  of  San 
Francisco,  director  Mercantile  National  Bank  of  San  Francisco, 
director  Mercantile  Trust  Co.  of  San  Francisco,  manager  Butler 
estate. 

Alden  Anderson,  who  by  the  way  was  ex-lieutenant  governor  of 
California,  nresident  Capital  National  Bank,  Sacramento,  director 
Associated  Oil  Co.,  director  Federal  Reserve  Bank  of  San  Francisco, 
director  Western  States  Life  Insurance  Co. 

A.  Christenson,  vice  president  and  general  manager  Wells-Fargo 
&  Co.,  director  Wells-fargo  Nevada  National  Bank  of  San  Fran- 
cisco. 

John  D.  McKee,  president  Mercantile  National  Bank  of  San  Fran- 
cisco, vice  president  Mercantile  Trust  Co.  of  San  Francisco,  director 
General  Petroleum  Corporation,  director  Pacific  Gas  &  Lumber  Co., 
director  Pacific-Portland  Cement  Co.,  Consolidated. 

That  list  is  followed  by  this  statement : 

Guarantee:  Payment  of  prlncii)al  and  interest  of  these  bonds  is  guaranteed 
by  successful  business  men  having  extensive  resources  outside  of  this  property. 
The  form  of  guarantee  is  hereto  appt»nde<l. 

Mr.  Hadley.  Is  there  any  representation  in  that  bulletin  as  to  the 
status  of  the  capitalization,  the  amount  paid  in,  and  so  forth? 
Mr.  Frey.  Here  is  another  pertinent  statement: 

The  United  States  Government  offers  to  tlie  company  contracts  for  the  con- 
struction of  steel  sliii)s.  wliich  are  estimated  to  yield  net  earnings  exceeding 
$900,000  per  annum  for  five  years  after  1918.  This  is  over  five  times  its  annual 
interest  charge  on  the  total  authorized  l)ond  issue. 

Mr.  Kelley.  Mr.  Chairman,  would  it  not  be  a  good  idea  to  have 
that  entire  copy  ? 

Mr.  Frey.  We  could  have  that  done  if  you  wished. 

The  Chairman.  We  would  be  glad  to  have  that,  Mr.  Frey. 

Mr.  Kelley.  Now,  will  you  state  what  your  understanding  is  as 
to  the  connection  of  these  men  whose  names  you  read  with  this  com- 
pany, the  actual  connection,  starting  in  with  Mr.  Scott  and  going 
through  the  list? 

Mr.  Frey.  With  the  Pacific  Coast  Shipbuilding  Co.  ? 

Mr.  Keluey.  Yes. 

Mr.  Frey.  My  information  is  that  Henry  T.  Scott  never  had  one 
dollar  in  the  Pacific  Coast  Shipbuilding  Co.  He  originally  stated 
that  he  would  subscribe  $20,000  worth  of  stock,  but  he  changed 
his  mind. 

John  T.  Scott,  I  understand,  put  in  all  the  money  h^  had,  which 
he  secured  from  the  sale  of  his  interest  in  the  Moore  &  Scott  Ship- 
building Co.,  and  I  understand  that,  in  effect,  represents  the  original 
working  capital  of  the  corporation. 
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.   Mr.  Kelley.  Have  you  got  the  amount  there? 

Mr.  Frey.  I  don't  know  what  the  amount  was. 

Mr.  H.  M.  Eobinson,  I  understand,  never  was  financially  interested 
in  the  concern. 

Mr.  H.  C.  Breedon,  I  can  not  say. 

Mr.  Alden  Anderson  stated,  I  believe,  in  a  letter,  that  he  never  was 
and  never  would  be  connected  with  the  concern,  and  that  his  name 
has  been  used  without  authority. 

Mr.  Christenson,  I  don't  know,  but  my  own  impression  is  that  he 
never,  was  connected  with  the  concern. 

Mr.  John  D.  McKee  is  president  of  the  Mercantile  National  Bank, 
who  were  to  be  trustees  for  this  bond  issue.  As  a  matter  of  fact, 
the  bond  issue  could  not  be  floated,  and  it  never  was  issued*  The 
Cleveland  bond  issue  is  an  entirely  different  transaction. 

As  far  as  I  see  here,  there  is  no  statement  made  as  to  whether  any 
stock  has  been  sold.  The  circular  merely  states  that  the  capital 
stock — yes,  it  does,  too — it  says  "  capital  stock."  Capital  stock  au- 
thorized $5,000,000,  outstanding  $5,000,000. 

Mr.  Kelley.  What  does  that  mean? 

Mr.  Frey.  That  would  give  the  impression  to  a  reader  that  $5,- 
000,000  worth  of  stock  had  been  sold  and  paid  for,  either  in  cash  or 
proper  paper. 

Mr.  Hadley.  Can  capital  stock  of  a  domestic  corporation  of  this 
State  be  issued  until  paid  for,  under  the  laws  of  Cfalifornia,  or  do 
you  know? 

Mr.  Frey.  It  is  my  impression  that  if  it  is  nominally  paid  for,  the 
bank  is  willing  to  take  capital  stock  as  security  for  a  loan.  So  far 
as  the  corporation  is  concerned,  the  stock  would  be  paid  for,  but  the 
bank  would  be  advancing  the  money  against  the  note  that  the  stock 
has  secured.     That  would  be  up  to  the  judgment  of  the  bank. 

Mr.  Keli.ey.  I  suppose  it  might  be  paid  for  in  property. 

Mr.  Frey.  Yes;  that  is  possible. 

Mr.  Kelley.  Is  it  possible,  if  the  real  estate  holdings  of  these 
people  were  put  in,  that  they  would  be  valued  at  $5,000,000  ? 

Mr.  Frey.  No;  they  do  not  appear  so  on  the  records.  I  can  not 
say  as  to  that.  It  is  my  understanding  that  this  particular  real 
estate  in  which  the  shipyard  was  located  was  held  by  the  Crocker 
National  Bank,  they  having  taken  over  the  property  from  some  pro- 
moter who  started  a  copper  smelter  there  and  made  a  failure  of  it, 
and  the  property  was  taken  over  as  security  for  the  loan.  Mr. 
Henry  T.  Scott  is  very  closely  affiliated  with  the  Crocker  Bank.  I 
do  not  know  what  the  connection  there  is. 

Mr.  Kelley.  Is  this  circular  which  vou  have  just  quoted  from 
dated? 

Mr.  Frey.  Yes,  sir:  I  gave  the  date,  Mr.  Kelley.  It  is  dated 
August  1,  1917,  and  it  is  put  out  over  the  name  of  the  Western 
Mortgage  &  Guaranty  Co.,  of  San  Francisco,  which  is  one  of  the 
concerns  in  which  Mr.  Burgess  was  interested  at  that  time. 

The  Chairman.  We  will  stop  here  until  2.30  for  lunch. 

(Whereupon,  at  1.30  o'clock  p.  m.,  a  recess  was  taken  until  2iW 
o'clock  p.  m.) 
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AFTER  RECESS. 

The  committee  met  at  2.30  oVlock  p.  m. 

STATEMENT  OF  MB.  A.  J.  FKET— Besnmed. 

The  Chairman.  Have  you  any  further  questions  of  Mr.  Frey,  Mr. 
Kelley? 

Mr.  Kelley.  No  further  questions. 

The  Chairman.  Mr.  Hadley? 

Mr.  Hadley.  Mr.  Frey,  I  notice  in  your  testimony  that  there  will 
be  about  23  of  the  wooden  hulls  in  this  district,  when  brought  to- 
'^ether,  unfinished.    Is  that  correct? 

Mr.  Frey.  That  is  correct,  sir. 

Mr.  Hadley.  And  the  mooring  ground  is  in  San  Francisco  Bay  ? 

Mr.  Frey.  Yes,  sir. 

Mr.  Hadley.  That,  of  course,  is  salt  water? 

Mr.  Frey.  Yes,  sir. 

Mr.  Hadley.  If  they  had  to  stay  any  considerable  time  in  salt 
water  unused,  do  you  think  there  would  be  any  danger  from  the 
ravages  of  the  teredo  setting  in  ? 

Mr.  Frey.  There  would  be  if  thev  were  not  looked  after,  but  if 
they  will  be  laid  up  there  for  any  considerable  length  of  time,  we 
would  expect  to  haul  them  out  every  six  months,  say,  and  clean  them 
and  paint  them. 

Mr.  Hadley.  I  asked  for  information,  be(  ause  it  seems  to  me  from 
the  experience  that  we  have  had  on  Puget  Sound  with  the  teredo, 
that  that  would  probably  follow,  but  it  could  be  overcome  by  taking 
them  into  fresh  water,  if  necessary. 

Mr.  Frey.  We  have  no  fresh-water  mooring  ground  in  this  bay. 
The  so-called  Southampton  location,  which  is  just  above  Mare  Island, 
in  some  seasons  of  the  year  is  fresh,  but  the  salt  water  has  appeared 
beyond  that  this  year,  and  besides  you  have  the  spring  ireshets, 
which  would  make  it  impossible  at  this  time. 

Mr.  Hadley.  The  Sacramento  River  would  not  be  navigable  up 
far  enough  to  escape  the  salt  water? 

Mr.  Frey.  No.    Do  you  want  Mr.  Chisholm  ? 

The  Chairman.  Yes. 

Mr.  Hadley.  Of  course,  that  situation  does  not  arise  farther  north, 
because  we  have  a  fresh-water  lake  there,  and  that  is  not  affected  by 
the  tide  at  the  point  where  they  moor  there. 

Mr.  Frey.  Yes. 

Mr.  Hadley.  That  is  all. 

Mr.  Frey.  I  might  say  for  the  information  of  the  committee  and 
for  the  record  that  origmally  it  was  intended  to  have  two  mooring 
yards  in  this  district,  one  at  Coos  Bay  and  one  at  Liberty  Yard, 
Alameda,  and  I  recommended  that  vessels  which  were  originally  in- 
tended to  be  moored  at  Coos  Bay  be  brought  down  to  San  Francisco 
so  as  to  avoid  the  expense  of  two  organizations  to  look  after  them,  get- 
ting them  under  closer  control  of  the  district  office,  and  also  making 
them  more  available  to  prospective  purchasers,  as  Coos  Bay  is  en- 
tirely off  the  main  line  of  travel. 
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In  regard  to  the  question  asked  by  the  committee  this  morning 
about  the  wood  vessels,  the  record  is  this : 

At  the  Chandler  Yard,  Wilmington,  we  have  one  barkentine  hull, 
which  will  be  delivered  within  the  next  two  weeks. 

At  the  Benicia  Shipbuilding  Corporation  we  have  one  barkentine 
hull,  which  will  be  delivered  about  the  1st  of  October. 

At  the  Hammond  Lumber  Co.,  Eureka,  we  have  one  barkentine 
hull,  which  was  completed  and  will  be  towed  to  San  Francisco  as 
soon  as  a  tow  can  be  arranged. 

At  the  Rolph  Shipbuilding  Co.,  Eureka,  we  have  one  flush-deck 
barge  ^nd  one  steamer  hull  completed  and  awaiting  towage;  also 
three  barkentine  hulls  not  yet  completed,  but  which  will  be  ready 
for  delivery,  respectively,  on  October  10,  November  10,  and  De- 
cember 6. 

We  have  at  Coos  Bay,  Oreg.,  eight  hulls  which  are  ready  for  trans- 
fer to  the  Liberty  concentration  yard. 

We  have  at  the  Fulton  Shipbuilding  Co.,  Wilmington,  one  hull 
awaiting  towage  to  the  concentration  yard. 

We  have  at  tlie  Hammond  Lumber  Co.,  Eureka,  one  hull  await- 
ing towage  to  the  concentration  yard,  and  we  have  to-day  at  the 
Libertv  concentration  vard  six  hulls. 

That  makes  a  total  of  25  instead  of  23,  as  I  previously  stated. 

Mr.  Hadley.  That  is  all  I  have  to  ask. 

The  Chairman.  When  was  the  design  of  any  of  these  hulls 
changed  to  barkentine  hulls,  Mr.  Frey? 

Mr.  Frey.  The  change  was  made  in  March  of  this  year. 

The  Chairman.  Are  any  of  these  six  that  we  saw  at  the  Liberty 
plant  barkentine  hulls? 

Mr.  Frey.  No,  sir. 

The  Chairman.  Now,  these  barkentine  hulls  will  have  masts  in- 
stalled, will  they  ? 

Mr.  Frey.  No,  sir;  the  original  intention  was  to  fit  them  up  com- 
plete as  barkentines.  but  the  expense  of  the  rigging  and  incidentals 
over  the  cost  of  the  bare  hull  would  have  been  about  $80,000  per 
ship,  and  I  recommended  to  the  home  office  some  two  months  afio 
that  as  the  possible  sales  value  of  the  completed  barkentine  would 
not  be  in  excess  of  $125,000,  and  possibly  less,  I  thought  it  was  a  use- 
less expenditure  of  money  to  fit  them  up  as  barkentines,  and  recom- 
mended that  they  be  only  finished  as  hulls,  sufficient  to  launch,  and 
if  the  buyer  wanted  to  fit  them  as  barkentines  he  could  do  so,  or  he 
could  use  them  purely  as  hulls. 

The  Chairman.  As  to  these  hulls  that  have  been  finished  as  bar- 
kentines, are  they  in  such  condition  that  they  can  not  be  completed 
as  steamships? 

Mr.  Frey.  Well,  the  change  has  been  a  nominal  one. 

The  Chairman.  So  that  with  slight  alterations  they  could  be 
completed  as  steamers  and  the  machinery  installed? 

Mr.  Frey.  It  could  be  done,  but,  from  a  practical  standpoint,  it 
would  be  my  judgment  that  those  particular  six  should  be  sold  as 
hulls. 

The  Chairman.  Which  yard  did  you  say  they  came  from? 

Mr.  Frey.  Three  came  from  the  Roth  Shipbuilding  Co.,  one  from 
Chandler  Co.,  one  from  the  Benicia  Shipbuilding  Co.,  and  one  from 
the  Hammond  Lumber  Co. 
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The  Chairman.  I  think  that  is  all  I  have. 

Mr.  Kelley.  That  is  all. 

The  Chairman.  Have  you  anything  further,  Mr.  Hadley? 

Mr.  Hadley.  That  is  all. 

The  Chairman.  That  is  all,  Mr.  Frey. 

STATEMENT  OF  ME.  WILLIAM  CHISHOLM,  ASSISTANT  9ISTSICT 
MANAGEE  IN  CHAEOE  STEEL  CONSTBTTCTION,  SOUTHEEN  FA- 
CIFIC  DISTBICT,  EMEE0ENC7  FLEET  COBFOEATION,  SAN  FBAN- 
CISCO,  CAUF. 

The  Chairman.  Your  name  is  William  Chisholm? 

Mr.  Chisholm,  Yes,  sir. 

The  Chairman.  Where  do  you  reside,  Mr.  Chisholm  ? 

Mr.  Chisholm.  Oakland. 

The  Chairman.  And  you  hold  what  position  with  the  Fleet  Cor- 
poration ? 

Mr.  Chisholm.  Assistant  in  charge  of  steel-ship  construction. 

The  Chairman.  How  long  have  you  had  that  position  here? 

Mr.  Chisholm.  October  19,  1918. 

The  Chairman.  Were  you  previously  with  the  Fleet  Corporation? 

Mr.  Chisholm.  I  was. 

The  Chairman.  In  what  capacity? 

Mr.  Chisholm.  As  resident  inspector,  Bethlehem  Shipbuilding 
Corporation,  both  at  Protiero  and  Alameda. 

The  Chairman.  As  resident  inspector,  how  many  men  were  under 
your  jurisdiction? 

Mr.  Chisholm.  From  12  to  16. 

The  Chairman.  And  did  you  personally  inspect  the  work  as  it  waS 
progressing? 

Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  Machinery  and  hull  construction? 

Mr.  Chisholm.  Yes,  sir. 

-The  Chairman.  How  many  inspectors  to  a  hull  did  you  have  under 
your  charge? 

Mr.  Chisholm.  It  varied  from  one  to  three.  It  would  depend 
upon  what  state  of  completion  the  vessel  was  in. 

The  Chairman.  From  one  to  three? 

Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  At  any  time  while  you  were  resident  inspector, 
were  there  any  ships  under  construction  which  did  not  have  at  least 
one  inspector  constantlj^  on  the  work? 

Mr.  Chisholm.  No,  sir. 

The  Chairman.  And  since  your  connection  with  the  Fleet  Corpo- 
ration as  resident  inspector  and  assistant  in  charge  of  steel  con- 
struction, have  there  been  any  ships  built  where,  at  any  time,  there 
was  not  at  least  one  inspector  following  the  progress  of  the  work? 

Mr.  Chisholm.  No,  sir ;  not  to  my  knowledge. 

The  Chairman.  Now,  the  machinery  inspector  was  also  under  your 
supervision,  was  he? 

Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  How  many  of  those  would  you  have  on  a  ship? 
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Mr.  Chisholm.  Well,  we  would  have  one  machinery  inspector  to 
ever}-  two  or  three  ships,  depending  entirely  upon  the  state  of  com- 
pletion. 

The  Chairman.  Were  any  steel  ships  in  this  district  launched 
with  the  engines  and  boilers  installed  before  launching,  do  \'ou  know, 
to  your  knowledge? 

Mr.  Chisholm.  Yes,  sir;  one. 

The  Chairman.  Where  was  that  done? 

Mr.  Chisholm.  At  the  Bethlehem  plant. 

The  Chairman.  Which  one? 

Mr.  Chisholm.  Hull  154,  the  steamer  Red^mdo. 

The  Chairman.  Do  you  know  of  any  steel  ship  that  was  con- 
structed in  this  district  which,  after  its  delivery,  got  into  trouble  or 
distress  at  sea,  owing  to  defects  in  machinery  or  hull? 

Mr.  Chisholm.  There  has  been  a  number  reported  from  time  to 
time  having  minor  defects,  such  as  trouble  with  the  steering  gear  or 
pump  trouble. 

The  Chairman.  Do  you  know  of  any  ship  that  had  to  be  abandone<l 
at  sea  or  had  to  be  towed  in,  a  steel  ship? 

Mr.  Chisholm.  No,  sir;  not  in  this  district. 

The  Chairman.  The  specifications  under  the  contractus  relating 
to  steel  construction  were  supplied  for  the  yards  in  which  you  were 
resident  inspector  to  you  direct,  were  they,  from  the  district  office? 

Mr.  Chisholm.  Yes,  sir;  on  request. 

The  Chairman.  And  then  was  each  of  your  inspectors  furnished 
with  a  copy  of  those  specifications,  or  did  you  have  an  office? 

Mr.  Chisholm.  We  had  an  office  with  the  specifications  at  their 
disposal  at  any  time. 

The  Chairman.  Wliile  you  were  resident  inspector  at  the  Bethle- 
liem  yard,  did  you  encounter  any  difficulties,  or  did  vou  have  anv 
controversies  or  disputes  whicli  resulted  in  delays  in  construction, 
with  reference  to  the  character  of  the  work  and  the  kind  of  material 
used  ? 

Mr.  Chisholm.  No,  sir. 

The  Chairman.  Did  you  have  any  difficulties  there  with  the  labor 
supply  while  you  were  resident  inspector;  I  mean  the  Fleet  Cor- 
poration, not  you  personally,  but  the  Fleet  Corporation. 

Mr.  (^HisHOLM.  There  were  a  number  of  strikes,  a  number  of  labor 
disturbances  from  time  to  time.  I  do  not  remember  just  the  number, 
but  there  was  quite  a  number,  off  and  on. 

The  Chairman.  Do  vou  know  whether  or  not  they  were  due  to 
the  attitude  or  insistence  of  the  Fleet  Corporation  upon  the  quality 
of  the  work  which  was  required? 

Mr.  ("hisholm.  No,  sir;  it  was  not. 

The  Chairman.  How  long  did  the  strike  last,  the  longest  one, 
the  most  serious  one,  that  you  recall? 

Mr.  Chisholm.  Sixteen  days,  if  I  remember  correctly,  in  1917 — 
around  two  or  three  weeks. 

The  Chairman.  While  you  have  been  in  charge  of  steel  construc- 
tion, which  has  been  since  when,  did  you  say? 

Mr.  Chisholm.  October  19,  1918. 

The  Chairman  (continuing).  Have  you  had  occasion  to  certify 
vouchers  for  work  done  in  its  ordinary  progress,  and  also  for  extras 
furnished  ? 
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Air.  Chisholm.  Not  for  work  done;  no,  sir.     I  have  for  extras. 
The  Chairman.  You  have  for  extras? 
Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  You  keep  track  of  the  work  done  under  the  con- 
tract how,  in  your  present  position  now  ? 

IMr.  Chisholm.  That  is  nandled  by  the  resident  inspector. 
The  Chairman.  Does  he  report  to  you,  or  to  the  chief  inspector? 
Mr.  Chisholm.  He  reports  to  the  district  manager  the  progress 
of   the  work. 

The  Chairman.  The  district  manager? 
Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  Well,  how  do  you  know  how  the  work  is  going 
along  ? 

Mr.  Chisholm.  By  inspecting  from  time  to  time. 
The  Chairman.  Personal  inspection? 

Mr.  Chish(h>m.  I  personally  visit  the  yards  about  an  average  in 
the  bay  district  here  of  every  yard  each  week,  sometimes  two  or 
three  times  a  week.    At  the  south  it  is  every  15  to  18  days. 

The  Chairman.  And  on  those  vessels  you  confer  with  the  inspec- 
tors? 

Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  And  note  the  condition  of  the  work? 
Mr.  Chisholm.  Yes. 

The  Chairman.  And  if  any  controversy  has  developed  since  your 
last  visit  you  look  into  that? 
Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  And  see  that  it  is  adjusted  by  personal  contact? 
Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  I  think  that  is  all  for  the  present.  Mr.  Kelley, 
have  you  some  questions  ? 

Mr.  Kelley.  I  want  to  ask  just  one  question :  With  reference  to 
the  quality  of  the  engines  put  in  these  ships.  Mr.  Chisholm,  what 
would  you  say  as  to  the  engines  put  in  the  Emergencv  Fleet  Cor- 
poration ships  as  compared  with  similar  engines  installed  prior  to 
the  war  in  similar  ships? 

Mr.  Chisholm.  Equally  as  good.  Bethlehem  has  installed  the 
same  type  of  engines.  Other  contractors  have  had  engines  submitted 
by  the  home  office,  and  their  engines  are  up  to  the  average  standard 
engine  before  the  war. 

Mr.  Keijjjy.  So  far  as  you  know,  there  have  not  been  any  more 
breakdowns  in  these  engines  than  were  encountered  in  shipping  gen- 
erally before  the  war? 

Mr.  Chisholm.  No,  sir;  not  in  percentage. 

Mr.  Keli^.y.  Well,  I  know ;  but  considering  the  fact  that  this  was 
all  new,  also  ? 

Mr.  Chisholm.  Yes,  sir. 

Mr.  Kelley.  Taking  the  engines  now  and  as  they  were  before  the 
war,  they  would  compare  just  about  the  same? 

Mr.  Chisholm.  Aoout  the  same;  yes,  sir.  It  must  be  taken  into 
consideration  that  we  have  not  as  competent  men  to  handle  the 
ships  as  we  had  before  the  war  in  proportion.  The  men  have  not 
had  the  experience,  and  in  a  number  of  cases  I  found  that  it  was  due 
to  a  lack  of  experience  and  knowledge,  when  aiu  engine  would  b« 
taken  back,  that  they  had  trouble  with. 
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Mr.  Kelley.  These  engines  were  all  built  under  the  direction  of 
the  Fleet  Corporation  ? 

Mr.  Chisholm.  Yes,  sir. 

Mr.  Kellet.  And  furnished  the  contractors? 

Mr.  Chisholm.  Yes,  sir. 

Mr.  Kellet.  I  have  no  further  questions. 

The  Chairman.  Mr.  Hadley? 

Mr.  Hadlet.  One  question. 

Did  your  work  as  inspector  embrace  the  wood-ship  inspection, too! 

Mr.  Chisholm.  No,  sir. 

Mr.  Hadlet.  There  was  a  separate  inspector  for  that  work? 

Mr.  Chisholm.  Yes,  sir. 

Mr.  Hadlet.  And  was  that  true  as  to  concrete,  too? 

Mr.  Chisholm.  Yes,  sir. 

Mr.  Hadlet.  That  is  all. 

The  Chairman.  Mr.  Chisholm,  I  want  to  ask  you  one  question: 

Assuming  a  yard  has  a  contract  for  six  steel  ships  in  one  contract 
of  a  certain  specified  type,  and  all  of  the  same  dimensions;  that  four 
of  the  ships  have  been  started  and  construction  work  is  in  progress. 
Are  you  able  to  say  whether  or  not  it  would  be  necessary  in  the  con- 
struction of  the  two  remaining  ships,  or  either  of  them,  to  erect  any 
temporary  frames  in  order  to  get  a  pattern  for  permanent  construc- 
tion on  the  ways — to  erect  any  temporary  frames  on  the  ways — in 
order  to  get  a  pattern  for  some  of  the  permanent  construction  going 
into  that  ship  f 

Mr.  Chisholm.  Four  ships  already  have  been  completed? 

The  Chairman.  Yes,  sir. 

Mr.  Chisholm.  No,  sir;  I  do  not  consider  it  would  be. 

The  Chairman.  Now,  assuming  that  no  ships  have  been  com- 
pleted or  started,  but  the  contract,  with  its  specifications,  has  been 
awarded,  and  they  are  steel  ships.  Would  you  say  that  it  would  be 
necessary  in  such  a  case  to  erect  any  temporary  frames  upon  the 
ways  in  order  to  get  a  pattern  for  permanent  construction  ? 

Mr.  Chisholm.  No,  sir. 

The  Chairman.  Is  that  usually  the  way  that  patterns  for  per- 
manent construction    are  obtained  ? 

Mr.  Chisholm.  No,  sir.  You  mean  templates — patterns  or  tem- 
plates?   No,  sir. 

The  Chairman.  Patterns  or  templates  ? 

Mr.  Chisholm.  No,  sir. 

The  Chairman.  Or  to  get  a  pattern  for  a  stem  piece  or  a  stem 
piece? 

Mr.  Chisholm.  It  may  be  in  that  case;  yes,  sir. 

The  Chairman.  It  may  be  necessary  ? 

Mr.  Chisholm.  Yes ;  it  would  be. 

The  Chairman.  To  erect  a  frame  work  on  the  ways? 

Mr.  Chisholm.  One  frame  or  two  at  each  end  to  get  the  lines  of 
taking  the  template.  It  may  be,  though  I  have  never  seen  it  done,  to 
my  knowledge. 

The  Chairman.  You  have  never  seen  it  done? 

Mr.  Chisholm.  No,  sir. 

The  Chairman.  Do  you  know  of  its  having  been  done  ? 

Mr.  Chisholm.  I  do  not  recall  of  its  having  been  done,  to  mv 
knowledge. 
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The  Chairman.  While  you  were  inspector  at  any  of  the  yards 
inrhere  you  inspected  the  work,  did  you  ever  hear  of  that  being  aone? 

Mr.  Chisholm.  I  do  not  recollect  now ;  no,  sir. 

The  Chairman.  Would  you  say,  as  one  versed  in  steel  construc- 
tion, that  it  was  probable,  or  even  possible,  to  form  the  permanent 
construction  of  a  ship,  aside  from  the  stem  piece  and  stem  piece, 
from  patterns  erected  on  the  ways  ? 

Mr.  Chisholm.  It  has  never  come  to  my  notice ;  no,  sir.  I  would 
sav  not. 

The  Chairman.  You  have  had  experience  with  ships  and  ship- 
building for  many  years,  Mr.  Chisholm? 

Mr.  Chisholm.  Oh,  since  1898,  off  and  on. 

The  Chairman.  About  21  years? 

Mr.  Chisholm.  I  was  inspector  of  machinery  and  hulls  since  1903, 
and  ever  since  that  I  have  been  more  or  less  connected  with  it. 

The  Chairman.  Were  you  connected  with  the  Fleet  Corporation 
in  any  capacity  in  October,  1917  ? 

Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  What  was  your  position  ? 

Mr.  Chisholm.  Resident  inspector  at  Bethlehem. 

The  Chairman.  In  1917? 

Mr.  Chisholm.  In  October,  1917.    . 

The  Chairman.  Yes,  sir. 

Mr.  Chisholm.  I  joined  the  Emergency  Fleet  Corporation  on  Sep- 
tember 10.  1917. 

The  Chairman.  So  that  to-morrow  you  will  have  been  here  two 
yeai*s  ? 

Mr.  Chisholm.  Yes,  sir. 

The  Chairman.  I  think  that  is  all,  Mr.  Chisholm.  Thank  you 
very  much. 

STATEMENT  OF  ME.  A.  J.  FEEY— Besumed. 

The  Chairman.  Mr.  Frey,  I  have  one  or  two  other  questions  that 
I  want  to  ask  you. 

Since  you  have  been  here,  Mr.  Frey,  do  you  know  of  any  payments 
having  been  made  based  upon  photographs  of  work  or  alleged  work 
in  the  yard  ? 

Mr.  Frey.  No,  sir. 

The  Chairman.  And  would  it,  in  your  judgment,  have  been  pos- 
sible at  any  time  for  a  yard  to  have  received  a  payment  upon  a  hull 
based  upon  a  photograph  of  a  portion  of  the  hull,  or  the  stem  piece 
or  stem  piece,  which  photograph  showed,  apparently,  the  stern  piece 
or  stem  piece  in  place  ? 

Mr.  Frey.  I  know  what  you  refer  to.    Los  Angeles  hull  No.  27. 

The  Chairman.  Yes. 

Mr.  Frey.  I  was  not  here  at  the  time,  but  I  have  been  told  the 
history  of  that.  The  true  facts  there  were  these,  that  the  stem — ^that 
is,  the  stem  forging — was  not  received  in  time  when  they  wanted  to 
close  up  forward,  and  they  wanted  to  proceed  with  the  shaping  of 
the  plates.  They  expected  the  stem  any  day.  They  shaped  the 
wood  stem  and  put  it  in  place,  and  some  employee  there,  foolishly, 
apparently,  painted  it  black  to  give  it  the  appearance  of  iron.    A 
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Department  of  Justice  man  happened  to  be  wandering  through  the 
yard,  and  got  wildly  excited  over  the  situation,  and  made  the  report 
that  they  were  trying  to  build  a  ship  with  a  wooden  stem,  wliick,  of 
course,  is  absolutely  ridiculous  from  a  shipbuilding  standpoint. 

The  matter  was  reported  to  Capt.  Pillsbury,  and  Capt.  Pillsbiirr 
laughed  at  the  man  who  reported  it.  I  know  just  what  the  remark 
was  that  he  made.  He  said  somebody  was  dreaming.  Nevertheless. 
Capt.  Pillsbury  instructed  Mr.  Allison,  who  was  then  the  engineer 
officer  and  is  still  with  the  concern,  to  go  to  Los  Angeles  and  make  a 
personal  inspection  and  report,  which  lie  did,  and  it  developed  that 
that  was  the  reason  for  it— that  they  simply  put  in  this  wood  st«n 
to  have  something  to  work  to  in  shaping  the  plates.  They  were  very 
desirous  of  having  the  credit  of  delivering  the  first  contract  ship  in 
this  district.  It  was  the  first  steel  contract  made  in  this  district,  eon- 
tract  No.  4,  and  that  wag  the  explanation  of  that.  The  matter  has 
come  up  every  few  months  ever  since  in  one  way  or  another. 

The  Chairman.  And  to  your  knowledge  no  payment  was  ever 
based  upon  work,  claimed  work,  where  a  wooden  stem  was  put  up  ? 

Mr.  Frey.  No,  sir.  This  is  a  matter  of  general  knowledge  in  the 
yard  and  the  knowledge  of  our  resident  inspector. 

The  Chairman.  That  was  after  a  large  part  of  the  hull  had  been 
completed  and  they  wished  to  shape  the  plates? 

Mr.  Frey.  Yes,  sir;  and  they  simplv  wished  to  close  up  forward 
and  get  their  plates  shaped,  so  that  tliey  could  put  the  stem  in  as 
soon  as  it  came,  and  then  close  it  right  up. 

The  Chairman.  I  think  that  is  all. 

Mr.  Kelley.  The  reason  for  doing  that  was  a  structural  reason  and 
not  a  financial  reason? 

Mr.  Frey.  Yes,  sir ;  the  forging  had  been  delayed  in  some  way  and 
was  not  at  hand. 

Mr.  Kelley.  And  on  that  proposition  you  are  entirely  sure? 

Mr.  Frey.  Well,  from  what  Capt.  Pillsbury  has  told  me:  and  Capt. 
Pillsbury  and  I  have  discussed  it  from  time  to  time. 

Mr.  Kelley.  And  no  payment  was  made  prematurely  because  of  an 
apparent  closing  up  of  the  ship? 

Mr.  Frey.  I  do  not  see  how  it  could  be,  because  our  resident  in- 
si)ector,  Mr.  Anderson,  is  a  very  careful  man,  and  with  the  general 
knoweldge  of  things  that  he  has  he  would  not  permit  himself  to  be 
fooled  in  a  thing  of  that  sort.  Anyway,  the  question  of  whether  the 
stem  is  in  place  or  not,  so  far  as  progress  payments  are  concerned* 
cuts  practically  no  figure,  because  the  plating  of  the  hull  is  what  fixes 
the  progress  payment. 

Mr.  Keeley.  That  is  all. 

The  Chairman.  I  think  that  is  all^  Mr.  Frye. 

The  committee  will  go  into  executtive  session  for  a  short  time. 

(Whereupon  the  committee  went  into  executive  session,  upon  the 
conclusion  of  which  it  resumed  its  open  hearings,  as  follows:) 

The  Chairman.  At  this  point  we  will  insert  in  the  record  a  letter 
from  R.  N.  Burgess,  president  of  the  Pacific  Coast  Shipbuilding  Co., 
to  Mr.  A.  J.  Frey,  district  manager,  Southern  Pacific  District, 
United  States  Shipping  Board  Emergency  Fleet  Corporation,  under 
date  of  September  3,  1919,  relative  to  their  preliminarj'  estimate 
of  the  estimated  total  cost  of  changes  on  hulls  941  to  950,  both  in- 
(lus'ivo,  and  reading  as  follows: 
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Pacific  Coast  SHipnriLDiNG  Co., 
San  t'rancisco,  Calif.,  September  3.  1919. 
Mr.  A.  J.  Frey, 

District  Manager  Southern   Paeifie   Difstriet, 

FnitetJ  States  Shipping  Board  Emergency  Fleet  Corporation, 

San  FraneiHco,  Calif. 

I>KAR  Mr.  Frey  :  We  would  like  to  place  on  record  with  you  our  preliminary 
estimate  of  the  estimated  total  cost  of  changes  on  each  of  the  following  vessels : 


Hull  No. 

Amount. 

Hull  No. 

•  Amount. 

941 

$105,000.00 
106,000.00  ; 
113,000.00 
112,000.00 
110,000.00 
110,000.00  ' 

947 

• 

$110,000.00 
84.000.00 

942 

948 

943 

949 

84,000.00 

944 

950 

84,000.00 

945                                    ... 

946 

1,018,000.0  0 

The  tendency  of  our  estimatinj?  department  has  heen  to  err  on  the  low  side, 
as  there  is  no  chance  for  our  helng  relmhnrsed  for  the  total  cost  to  us  of  all 
these  many  changes,  which  make  each  ship  different  from  the  other. 

These  figures  are  subject  to  corre<'tion,  and  we  can  not  expect  to  cover  that 
increased  intangible  cost  which  is  due  to  Interference  with  the  orderly  progress 
of  the  work. 

Very  truly,  yours, 

Pacific  Coast  Shipbuilding  Co. 
R.  N.  Burgess,  Premdent. 

[First  indorsement.] 

Mr.  M.\xwell:  Please  note  and  return.  How  does  this  concur  with  your 
preBent  views? 

A.  J.  P. 
9/4. 
[  Second  indorsement.  ] 

Mr.  Frey:  The  estimating  department  of  the  Pacific  Coast  Shipbuilding  Co. 
have  prepared  estimates  for  hull  941  only;  no  estimates  have  been  prepared 
on  any  other  hulls.  They  have  been  able  only  to  supply  me  with  a  list  of 
extras  on  hull  942,  and  to  date  have  not  l>een  able  to  compile  list  for  other 
hulls,  although  same  has  been  requested  by  me  4  different  times  within  the 
last  10  days. 


[Third  indorsement.] 
I  do  not  believe  sum  total  for  10  hulls  will  be  over  $350,000. 

STATEMENT  OF  ME.  A.  J.  FBEY— Eesumed. 


G.  R.  M. 

9/5. 


G.  R.  M. 

9/5. 


Mr.  Frey.  In  my  testimony  this  morning  about  the  San  Francisco 
Shipbuilding  Co.,  I  told  you  that  I  would  give  you  the  salary  of 
Felix  Kahh,  assistant  to  the  president.  That  was  $10,000  per  year, 
and  Mr.  Kahn  was  dropped  from  the  pay  roll  on  December  31,  1918. 

STATEMENT  OF  MR.  G.  D.  BEED— Eesumed. 

The  Chairman.  Mr.  Keed,  will  you  enumerate  the  different  data 
that  you  now  submit  to  the  committee,  in  response  to  former  ques- 
tions ? 

Mr.  Reed.  Yes. 
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There  is  one  copy  of  form  159,  which  is  the  form  used  for  estimat- 
ing costs  on  changes  and  extras. 

A  detailed  statement  of  the  cost  of  the  Liberty  plant. 

The  names  of  the  Emergency  Fleet  representatives  detailed  to 
supervise  and  inspect  the  construction  and  cost  for  construction  at 
the  Liberty  shipbuilding  plant. 

Total  cost  of  hotel  at  the  town  of  Clyde  is  $167,877.82. 

The  greatest  number  of  men  that  have  been  living  in  the  hotel  at 
Clvde,  68. 

I'he  greatest  number  of  houses  that  have  been  occupied,  32. 

The  greatest  number  of  men  employed  at  the  plant  of  the  Pacific 
Coast  Shipbuilding  Co.  at  any  time,  3,600. 

The  greatest  number  of  men  transported  from  Oakland  or  San 
Francisco  to  the  plant  of  the  Pacific  Coast  Shipbuilding  Co.,  2,200 
daily,  1,600  being  transported  at  this  time. 

Statement  of  bonuses  that  have  been  paid  the  Bethelehem  fore- 
men at  the  time  of  ship  launchings  and  charged  to  our  "  cost-plus  " 
ships.    List  attached. 

List  of  sponsors  designated  by  the  Emergency  Fleet  Corporation 
at  ship  launchings.  There  are  only  two  of  those.  The  shipbuilders 
in  this  district  designate  their  own,  subject  to  our  approval. 

Is  there  a  clause  in  the  Bethlehem  contract  regarding  the  bonus 
and  penalty  ?     No ;  there  is  none.     That  is  for  early  and  late  delivery. 

Who  were  the  former  owners  of  the  Liberty  tract?  Oakland 
Water  Front  Co.  Then,  there  is  a  detailed  statement  attached  of 
the  land  purchased. 

List  of  salaried  officials  of  the  Pacific  Coast  Shipbuilding  Co., 
amounts  of  such  salaries,  and  the  amounts  that  they  are  drawing  at 
the  present  time. 

Date  that  the  Emergency  Fleet  Corporation  officials  assumed  the 
directorate  and  officerships  of  the  Clyde  Co.?  September  23,  1918. 
Resignations,  May  28,  1919. 

Distance  from  Oakland,  Calif.,  to  Bay  Point,  29  miles. 

Statement  of  sales  made  by  the  supply  and  sales  division  in  this 
district. 

List  of  builders  of  engines  installed  in  wood  ships  in  this  district. 
There  is  a  list  attached  showing  the  hulls  in  which  the  engines  were 
placed. 

Amount  of  resident  representative  McWethey's  salary,  $4,500  per 
annum. 

Salaries  of  all  representatives  at  the  plant  of  the  San  Francisco 
Shipbuilding  Co.    List  attached. 

One  copy  of  contract  for  concrete  ships.  Copy  of  contract  298 
C.  C.  with  San  Francisco  Shipbuilding  Co.  attached. 

Amount  of  fee  awarded  on  contract,  concrete  contracts,  $15,000 
each  ship. 

List  of  stockholders  and  officers  of  the  San  Francisco  Shipbuilding 
Co.    List  attached. 

Copy  of  contract  with  Bos  &  O'Brien  in  re  Clyde  Co.  Copy  of 
two  contracts  attached. 

Statement  of  all  towing  charges.    Complete  statement  attached. 

There  are  two  statements  that  I  made  yesterday  that  I  would  like 
to  supplement  or  correct. 
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The  Chairman.  Very  well. 

Mr.  Reed.  Notwithstanding  the  fact  that  Capt.  Blain  was  under 
Capt.  Pillsbury  for  some  little  time,  he  was  not  appointed  by  Capt. 
Pillsbury.  He  was  appointed  by  Gen.  Goethals  on  the  recommenda- 
tion of  Theodore  Brent. 

The  Chairman.  Who  was  on  the  Shipping  Board? 

Mr.  Eeed.  Yes,  sir. 

Another  question.  You  asked  me  if  we  paid  for  classifications 
w^ith  the  American  Bureau  of  Shipping  on  wood  ships,  and  the 
answer  to  that  is  that  our  contracts  are  for  hulls  only,  and  there  is 
no  classification  for  a  hull.  The  hulls  are  then  accepted,  and  we 
install  the  machinery,  and  the  classification  is  to  be  gotten  after  that 
has  been  done.    That  is  why  we  paid  for  the  classifications. 

The  Chairman.  Now,  do  you  know  whether  or  not  Capt.  Blain 
was  first  recommended  by  Capt.  Pillsbury? 

Mr.  Reed.  I  do  not  know  that. 

The  Chairman.  Have  you  got  a  list  of  the  officers  and  directors 
and  stockholders  in  the  United  States  Steel  Shipbuilding  Co.,  or  its 
successor,  the  San  Diego  Shipbuilding  &  Dry  Dock  Co.  ? 

Mr.  Reed.  I  can  supply  them  for  the  old  United  States  Steel  Ship- 
building Co. 

The  Chairman.  Will  you  try  to  get  those  for  us,  Mr.  Reed? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  If  we  should  get  away  before  you  can  do  so,  please 
mail  them  to  Washington.    We  expect  to  go  out  to-night. 

Mr.  Reed.  Yes,  sir ;  all  riffht. 

The  Chairman.  You  do  not  know  whether  you  have  it  for  the  suc- 
cessor to  that  company,  the  San  Diego  Shipbuilding  Co.  ? 

Mr.  Reed.  I  have  not  it  for  them,  I  know. 

The  Chairman.  And  whether  you  have  any  data  as  to  whether  or 
not  it  had  any  transactions  with  the  (leneral  Contractors  Co.,  of  Chi- 
cago? 

Mr.  Reed.  I  will  see  if  T  have.    I  am  afraid  I  have  not. 

Mr.  Kelley.  In  your  statement  showing  the  ownership  of  the 
Tjiberty  site,  I  notice  one  was  a  corporation,  at  least  the  name  indi- 
cated a  corporation.  Have  you  any  information  as  to  the  persons 
interested  in  the  corporation — the  individuals? 

Mr.  Reed.  I  believe  I  have  not,  but  I  believe  I  could  ascertain  that 
through  our  banking  connections. 

Mr.  Kelley.  Will  vou  do  that? 

Mr.  Reed.  Yes,  sir. 

Mr.  Kelley.  And  furnish  a  list  of  the  stockholders  and  directors 
of  all  corporations  from  whom  you  purchased  any  property  ? 

Mr.  Reed.  There  was  nothing  but  very  small  plots  from  anybody 
else. 

Mr.  Kelley.  Except  the  corporation  called 

Mr.  Reed.  Nothing  over  a  thousand  dollars  or  two. 

Mr.  Kelley.  What  is  the  name  of  that  corporation  ? 

Mr.  Reed.  The  Oakland  Water  Front  Co. 

Mr.  Kelley.  Except  the  Oakland  Water  Front  Co. 

Mr.  Reed.  Except  the  Oakland  Water  Front  Co.  That  was  a  mil- 
lion dollars.    That  is  the  complete  list. 
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Mr.  Kelley.  I  wanted  the  list  of  stockholders  principally  of  the 
Oakland  Water  Front  Corporation. 

Mr.  Reed.  All  right. 

Mr.  Kelley.  Did  any  banker  have  a  mortgage  on  the  property, 
as  far  as  you  know? 

Mr.  Reed.  Not  that  I  know  of.  There  was  a  very  comprehensive 
and  complete  report  prepared  and  sent  to  our  home  office  regarding 
that  whole  property,  and  there  was  a  very  commendatory  letter  sent 
back  in  regard  to  that  report. 

The  Chairman.  By  whom? 

Mr.  Reed.  By  the  legal  department;  I  think  Mr.  Cuthell.  That 
letter  and  the  report  are  on  file  here  somewhere  in  the  office. 

Mr.  Kelley.  That  probably  would  be  in  the  legal  end  of  it. 

Mr.  Reed.  No;  I  believe  it  is  in  the  general  files. 

Mr.  Kelley.  In  the  general  files? 

Mr.  Reed.  I  believe  so. 

Mr.  Kelley.  We  can  get  that  from  Mr.  Frey? 

Mr.  Reed.  Yes;  you  can  get  that  from  Mr.  Frey.  It  is  very  cotn- 
plete,  and  said  to  be  a  very  fine  report. 

The  Chairman.  Do  you  know  whether  you  have  any  copies  of  con- 
tracts or  correspondence  with  the  United  States  Steel  Shipbuilding 
Co.,  of  San  Diego? 

Mr.  Reed.  I  have  a  copy  of  our  contract  with  them. 

The  Chairman.  Which  was  later  canceled? 

Mr.  Reed.  Which  was  later  canceled. 

The  Chairman.  Can  you  prepare  a  copy  of  that  contract  for  us? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  And  send  it  when  vou  send  the  list  of  stockhold- 
ers  and  officers? 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  Have  you  anything  further,  Mr.  Hadley? 

Mr.  Hadley.  No. 

The  Chairman.  I  think  that  is  all,  Mr.  Reed.  We  thank  you  very 
much,  sir. 

Mr.  Reed.  All  right.  It  has  been  a  pleasure  to  testify  here  before 
you,  I  am  sure.  You  were  very  kind  and  considerate.  It  is  a  new 
experience  for  me.  I  was  rather  apprehensive,  but  it  was  all  very 
easy  for  me.    It  was  a  pleasure,  I  can  assure  you. 

(The  data  submitted  to  the  committee  by  Mr.  Reed^  in  response 
to  the  request  of  the  committee,  are  as  follows :) 

Form  No.  159.EFC. 

United  States  Shipping  Board  Emergency  FLEi-rr  (Corporation — (\xst  of 

Changes  and  Extras — Estimate. 

Contract  No. .    Hull  Nos. .    District . 


To  District  Manager, 

Emergency  Fleet  Corporation: 

The  detalletl  estimate  containwl  herein  of  tlie  cost  of  the  following  changes 
or  extras  is  subraittetl  for  approval : 

Date  .  (Signed) . 

ContractfKr, 

(Portion  of  form  below  this  must  be  left  blank  by  the  contractor.) 
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APPROVAL. 


Serial  No.  - 
nistrlct  No. 


This  estfiTiate  is  approved  and  annotated  and  the  contractor  is  authorized 

to  iiroceed  with  the  work  on  liulls  Nos. .    Payment  shall  he  made  for  the 

work  In  accordance  with  contract  No.  hetween  said  contractor  and  the 

I'liiteil  States  Shipping  Board  Emergency  Fleet  Corporation,  and  dated . 

Approved.  , 

District  Manager. 

Date . 

Note, — Instructions  on  page  4  must  he  read  and  followed. 

INSTRUCTIONS    TO    CONTRACTORS. 

Whenever  a  contractor  proiH)ses,  or  is  require*!  in  accordance  with  certain 
provisions  which  may  he  contained  in  his  contract,  to  make  any  changes  aflfect- 
ing  the  cost  of  ships  l>uilding  under  contract  with  the  Emergency  Fleet  Corpora- 
tion, he  is  to  submit  liis  estimate  on  this  form  for  approval  by  the  manager  of 
the  district  concerned. 

This  estimate  form  must  be  made  out  in  quadruplicate  (a  fifth  copy  being  re- 
tained by  the  contractor  for  his  file  if  he  desires)  and  forwarded  to  the  district 
manager  of  the  district  in  which  he  is  operating. 

In  order  to  avoid  delay  in  passing  on  the  estimate,  it  is  desirable  that  the 
estimate  be  complete  and  self-explanatory  in  every  particular.  With  this  object 
In  mind,  additional  space  is  provided  on  the  inside  pages  of  this  form.  If  neces- 
sary, letters,  schedules,  etc.,  may  be  attached  to  the  estimate,  but  this  is  to  be 
avoided  whenever  possible. 

INSTRUCTIONS  TO  DISTRICT  MANAGERS. 

These  estimates  may  he  acted  on  as  promptly  as  may  he  consistent  with 
proper  consideration  and  investigation.  As  a  decision  is  reached  in  the  matter 
of  each  estimate,  It  must  be  given  a  serial  number,  the  estimates  in  ench  district 
being  numbered  from  1  up,  in  unbroken  sequence.  Approval  of  the  district 
manager  Is  to  be  signified  In  the  spjice  provided  at  the  bottom  of  the  form,  and 
two  copies  of  the  approved  estimate  forwarded  to  the  home  office  for  record,  one 
copy  to  be  held  In  the  district  manager's  office  for  reference  and  the  fourth 
to  be  returned  to  the  contractor  as  authority  for  the  issuing  of  his  payment 
voucher  for  the  amount  so  approved. 

Mouthljf  Htotvmeut  So.  2.1  of  Itiiinf  ^^<t(rtr.s  i^hipp'niu  fioifid  I-Jnicrtfem'jf  Fleet 
(Vn'poration,  Ftuniwe  DirinUni — VJaut  and  properfif,  Libert y  Plant,  Aug.  2J, 
inii). 

Contractor:  Bethlehem    Shipbuilding   Corporation,   contract    No. 

(Vmmitment $20,000,000.00 

Total  expenditures  to  date — 

1    Land 1  0.S5,  745.  00 

2.  I^late  and  angle  shop  building 210,466.99 

3.  Warehouse  and  equipment 368,366.45 

4.  Wet  slips,  dredging 102.380.75 

6.  Wet  slips,  miscellaneous  equipment 641.04 

7.  Building  slips,  preparing  site 161,293.78 

8.  Building  slips,  miscellaneous  equipment 14,523.85 

9.  Building  slips,  cranes,  and  trucks 67  !^'9. 16 

10.  Temporary  huihlings 15.5,954.64 

11.  Plant  equipment,  including  rentals 570,434.88 

12.  Forge  and  B.  B.  shop  equipment :_  43,811.47 

13.  Yard  tracks 393.965.48 

14.  Yard  rolling  stock 9,389.02 

16.  Yard  roadways  and  grading 333, 436.  51 

16.  Yard  electric  lines 16, 611. 20 
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Contractor:  Bethlehem  Shipbuilding  Corporation — Continued. 
Total  expenditures  to  date-continued. 

17.  Yard  hydraulic  lines $4,473.^ 

18.  Yard  fire  mains 13,130.79 

19.  Yard  sanitary'  systems 23,302.64 

21.  Yard    fences 38,313.91 

22.  Yard  miscellaneous  equipment 180.2^.06 

23.  Restaurant   building 13,934.46 

24.  Forge  and  B.  B.  shop  building 58,76aS5 

25.  I nm  foundry  building  and  equipment 27,792.33 

27.  Power  plant  equipment  and  building 134,210.02 

28.  Office  furniture 29,141.23 

30.  Office  building 1,902.25 

31.  Brass  foundry  building 3,909.ia 

33.  Plate  and  angle  storage 9,635x42 

34.  Boiler    shop 13.2.55.66 

3o.  Joiner  shop 31.312.75 

36.  Building  ship\va.V8 26,706.59 

37.  Plant  and  angle  shop  equipment 101,681.^ 

38.  Kivet  building 12  862. 16 

39.  Storehouse*  building  and  equipment 48,079.00 

40.  Sheet-metal  building 14,883..t2 

41.  Pipe  and  copper  building 13,332.76 

43.  Steel-foundry  building 25,972.46 

44.  Air  lines 6,238.<^ 

Cancellation    exi)ense 3«"i0, 168,  78 

Inventory  lulling,  etc 511,606.81 

Ship    construction 108,  43S.  8i» 

Warehouse   expense 37,  7<i7.  Sfi 

Warehouse  con.st ruction 17,  037. 9£> 

Undistributed    items *2, 149.39 

Total 5,340,420.87 

Emergency  Fleet  Cokporation  Repkesentattves,  Liberty  Plant. 

finance  division. 


Driscoll,  W.   J.,   resident  auditor;   appohited   June  24,  1918,   at  $3,000 
annum ;  resigned  December  21,  1918. 

Dodge,  H.  E.,  resident  auditor:  ai^iolnted  December  16,  1918,  at  $2,400  per 
annum ;  increased  June  1,  1919,  to  $2,700  per  annum ;  in  charge  December  22, 
1918 ;  transferred  to  district  office  August  11,  1919. 

Hess,  R.  B.,  resident  auditor:  appointed  Noveml>er  15,  1918,  at  $1,740  per 
annum;  increase<l  May  1,  1919,  to  $1,860  per  annum;  In  charge  August  12,  1919. 

SHIP  CONSTRUCTION   DIVISION. 

Jubb,  S.  A.,  resident  engineer ;  appointed  June  6,  1918,  at  $5,000  per  annum ; 
transferred  to  home  office  roll  February  26,  1919. 

Mathewson,  R.  H.,  resident  engineer;  appointed  July  18,  1918,  at  $4J200  per 
annum ;  suspended  August  25,  1919 ;  in  charge  Febiuary  27,  1919. 

Fibush,  F.,  resident  engineer;  appointed  September  12,  1918,  at  $2,400  per 
annum ;  Increased  July  1,  1919,  to  $2,700  per  annum ;  In  charge  August  26,  1919 
(now  in  charge). 

» Credit. 
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BofM<«  payments  to  foremen^  Bethlehem  ShiplmUding  Corporation,  a$  of  Sept. 

8,  1919. 


Hull  No. 


$1,525.00 

1,575.00 

1,725.00 

1,475.00 

1574 '      1,575.00 

«  raw  >  <  Vj  r a   aa 


1220. 
1221. 
1222. 
1223. 


Allowed  in  cost. 


Paid  at 

time  of 

launching. 


1575 
1127 
1128 
1120 
1130 
1131 

1132 !      1,700.00 

1133 1,700.00 


1,450.00 
11,700.00 
«  1,725.00 
U,  700. 00 
11,700.00 
« 1,725.00 


Paid  on 

completion 

of  boilers. 


1300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 

3oaoo 

300.00 


Total. 


SI,  775. 00 
1,875.00 
1,750.00 


2,000.00 
2,000.00 


Per  ton. 


iai5 
.16 
.15 


.20 
.20 


Dead- 
weight 
tons. 


11 
11 
11 
12 
11 
11 
10 
10 

lo; 

10 
10 
10 
10 


,800 
,700 
,800 
,000 
,800 
,800 
,100 
,100 
,100 
,100 
,100 
,100 
,100 


Paid  by  Bethle- 
hem Shipbuild- 
ing Co.  (Ltd.), 
allowance  pend- 
ing on  comple- 
tion of  vessel  to 
all  department 
heads. 


112,008.52 
1   2,700.39 


>  Not  yet  paid  or  allowed  in  costs. 

SPONSORS   DESTONATED   BY   THE   UNITED   STATES    SHIPPING    BOABD    EMEBGENCY    FLEET 

COBPOBATION. 

Hull  No.  1111,  Depre;  builder,  Hanlon  Drydock  &  Shipbuilding  Co. ;  sponsor, 
Mrs.   Evelyn  Foard. 

Hull  No.  1110,  Delrosa;  builder,  Hanlon  Drydock  &  Shipbuilding  Co.; 
sponsor,   Miss  Blanche  Gatton. 

Note. — These  are  the  only  two  sponsors  which  were  designated  by  this  cor- 
poration, but  for  your  information,  sponsors  of  all  vessels  arie  approved  by  the 
district  manager. 

Fee  and  savings  allowed  in  cost^,  Bethelehem  Shipbuilding  Corporation,  as  of 

Sept  8,  1919. 


Hull  No. 


Ksti- 

mated 

cost. 


Omfo  vetteln. 

1220 

1221 

1222 

1223 

1674 

1576 


Fixed 
fee. 


Total. 


S2, 116,000^11, 600  J2,325, 500 
2,116,000  211,600  2,326,600 
2,124,000  212,4001  2,336,400 
2,160,000  216,000!  2,376,000 
2,075.000  207,500  2,2S2,600 
2,076,000  207.600!  2,282,600 


Per 
ton. 


$108 
198 
190 
108 
1941 
104 


Dead- 
weight 
tons. 


Actual 

cost  to 

Aug.  23, 

1010. 


11.80011 

11,700 

11,800 

12,000 

11,800 

11.800 


,663,347 
1,608,347 
1,670,946 
1,383,202 
1,668,860 
1,668,860 


Fixed 

fee, 

00  per 

cent 

paid. 


Pay- 
ment 
on  ac- 
count 
saving. 


Total. 


$21 1, 600  $250, 000,$2, 064,  M7 
211,600 
212,400 
210,000 
207,600 
207,600 


250,  Om  2,054,847 

136.000  1,018,346 
160,000^  1,750,202 

106.0001  1.081,360 
105,0001  1,081,360 


Per 
ton. 


$176 
176 
163 
147 
168 
168 


177068^20— PT  1 
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Exhibit  No.  1. 


Liheriy  plant — Department  of  payments  on  real  estate,  Aug,  25,  1919. 


Date  of 
deed. 

Voucher  No. 

Seller. 

Descrtpticn. 

r 

Area. 

r^. 

ms. 

Sept.   2 

2343 

Edwin  M.Otis 

Thomas  H.  Nichols . . . 

Herman  H.  and  Anna 
W.  Schrader. 

Robert  J.  Cox 

East  15  feet  of  lot  9  and  west  15 
feet  of  lot  10,  block  8,  Chapin 
tract. 

East  20  feet  of  lot  8  and  west  10 
feet  of  lot  9,  block  8,  Chapin 
tract. 

Lot  7  and  west  5  feet  of  lot  SL 
block  8,  Chapin    tract,  at 
2,750  less  2S0  for  house  re- 
moved by  Schrader. 

Lots  3,  4,  7,  8,  9,  and  10,  block 
7,  Chapin  tract. 

All  of  tract  26,  Alameda  marsh 

lands;  lots  1,  2,  11,  and  12, 

1     block  7,  Chapin  tract;  east 

10  feet  of  lot  10  and  lots  11  to 

28,  inclusive,  block  8,  Chapin 

1      tract. 

Lots  5  and  6,  block  7,  Chapin 
tract. 

Lot  8,  block  J,  and  16-foot  strip 
west  of  Bartlctt  tract. 

Commission  at  5  per  cent  for 
ser^ioe.s  in  purchase  of  above 
listed  property. 

Canoellatian  of  agreement  to 
purchase  Sassenberg  prop- 
erty, being  cost  of  option 
taken    by    Sassenberg    on 
other  porperty. 

31  preliminary  reports,  at  $10, 
^10;  abstract  of  title,  $125; 
influranoe,ll,0O0. 

Tracts  A.  B,  C,  D,  and  E; 
also  submerged  lands   for 
navigation,  18.04  acres  and 
10,008  acres  .subject  to  ease- 
ments not  included  in  area 
shown  in  column  5. 

Triangular  parcel  on  Ninth 
Street,  being  portions  of  lot 
30  and  lot^  Mastic  Park. 

i4ere9. 

aoeo 

.069 
.060 

.333 
2.681 

.115 
.207 

t^sm 

4 
Oct.   26 

Sept.   7 

2343,3391 

2705,3380,8397... 

3387,3388 

2343,3392 

2549,3383 

2549,3394 

5047 

6,000 

Aug.  29 

28 
28 

Theresa  M.  Veroelll . . . 

Anna  Krrickson 

Manuel     Perry    and 

Mary  Perry. 
HindCo.,  Oct.5, 1918. 

Hally  drCo 

• 

1        12,060 
3,000 

K449 

s 

K659 

Oakland  Title  Insur- 
anoR    &    Ouarsnty 
Co.,  Feb.  15, 1919. 

Oakland    Waterfront 
Co. 

Alameda  Investment 
Co. 

1,43S 

Sept.  11 

4410 

ioai2i 

.236 

1,000,000 
3,000 

17 

4088 

Total - 

162.000 

1,096, 800 

Less  amounts  realized 
tract  (see  Schedule  1) 

Total  cost  of  real  < 
Emergency  Fie 

by  sale  of  houses  in  cleaning 

1,0B5 

estate  to  U.  8.  Shipping  Board 
et  Corporation 

l,0B5,7tt 
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SCHEDUUC  No.  1. 

lAberty  plant — Statement  of  credits  to  real  estate  account  of  sale  of  houses^ 

etc.,  Aug.  25,  1919. 


Saleofhooae— 


1919. 
Sept.  14 
24 
Oct-       1 

15 


Amcunt. 


No.  043  Eagle  Avenue 

No.  1011  Eagle  Avenue 

No.  1013  Eagle  Avenue 

Of  T.  H.  Nichols  on  Eagle  Avenue 


S650 

60 
300 


1,055 


lAst  of  Officers  of  Pacific  Coast  Bhiphuilding  Co.  and  annual  salary. 


R.  M.  Burgees,  president,  stockholder 

J.  T.  Scott,  vice  president,  stockholder 

Q.  S.  Radford,  vice  president  and  consulting  engineer,  stockholder 
D.  C.  Seagrave,  vice  president  and  graeral  manager,  stockholder. . 
Oolden  L.  Downing,  secretary  and  treasurer 


Annual 
salary. 


$25,000 

20,000 

18,000 

15,000 

8,400 


Drawing  at 

present, 

annually. 


$5,000 
5,000 
5,000 
5,000 
8,400 
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Main  engineB  supplied  wooden  hulls.  Southern  Pacific  district. 


Mannfactarer. 


Buckeye  Engine  Co 

Do 

Pre6c»UCo 

XfleweUyn  Iron  Works 

NordbtfiS  Engine  Co 

■Do 

Hoover,  Owen  Rentschler. 

Union  Machine  Co 

I-lewellyn  Iron  Works 

Do 

Murray  Iron  Works 

Main  fron  Works 

Do 


HnUNo. 


2190 

3129 

1035 

1036 

1389 

1388 

489 

1286 

W7 

548 

426 

427 

428 


Manufoeturar. 


Main  Iron  Works 

Do 

Do 4 

Dodge  Manufacturing  Co 

Miuray  Iron  Works 

PreeoottCo 

NoidbergCo 

Dodge  Manufacturing  Co 

Nurberg  Msinuracturiiig  Go 

Munsev  Iron  Works 

Llewellyn  Iron  Works 

Do 


Hun  No. 


429 
430 
453 
461 
453 
330 
331 
433 
432 
434 
484 
485 


Sbftbmbsb  8,  1919. 

£an  Francisco  Shipbuilding  Co.,  superintendent  for  United  States  Shipping 
Board  Emergency  Fleet  Corporation — List  of  overhead  salaries  of  $2,^00  and 
over. 


Name. 


F.  M.  Thebo 

V.  H.  Poss 

E.  L.Stewart 

M|Crisp 

Thos.  Crawford 

W.  C.  Cone. 

H.  K.  lA)we 

C.  W.  Broyles 

C.  O.  Stout 

J.  H.  Dowling 

F.  R.  Greenleaf 

F.  J.  Splane 

E.  F.  Atkinson 

P.  J.  Hayselden 

W.  F.  Powers 

G.  E.  Ralph 

John  Kden 

E.O.  Perkins 

Frederick  Johnson  >. 


Position. 


Director  of  works per  annum. 

Engineer  in  charge do . . . 

Naval  ardiltect do. . . 

Marine  superintendent 

Superintendent  of  construction do . . . 

Assistant  superintendent  of  construction do.. . 

null  foreman '. do. . . 

Assistant  marine  superintendent do... 

Chief  electrician do . . . 

Joiner-shop  foreman do. . . 

Comptroller do. . . 

Cashier do. . . 

Purchasing  agent do. . . 

Manager,  emplojrment  bureau do . . . 

Head  draftsman do. . . 

Marine  draftsman per  hour. 

do do... 

do do... 

Expert  accountant per  day . 


Salary. 


$7,200.00 
7,200.00 
6,000.00 
4,800.00 
4,800.00 
3,300.00 
2,580.00 
3,000.00 
3,000.00 

3,ooaoo 

3,000.00 

2,400.00 

2,820.00 

2,400.00 

3,600.00 

1.17 

L17 

L17 

25.00 


I  Bfr.  Johnson  is  employed  as  consulting  expert  accountant  and  is  paid  only  for  actual  days  worked, 
which  amounted  to  $4,025  for  14  months. 

Contract  No.  298  Coyc.  O.,  IIuli.  Nos.  1662  to  1669,  Both  Inclusive. 

(^ontract  made  this  21st  diiy  of  May,  1918.  by  and  between  San  Francisco 
Shipbuilding  Co.,  a  (*ori>oration  organize<l  under  the  laws  of  the  State  of 
California,  party  of  the  first  part  (herein  called  .superintendent),  and  United 
States  Shipping  Board  Emergency  Fleet  Corporation,  a  corporation  organized 
under  the  laws  of  the  District  of  Columbia,  party  of  the  second  part,  repre- 
senting the  United  States  of  America   (herein  called  the  owner). 

Whereas  the  owner  is  about  to  acquire  certain  real  estate,  located  upon 
San  Francisco  Bay,  State  of  California,  suitable  for  a  shipyard  site  for  con- 
structing concrete  vessels ;  ard 

Whereas  the  superintendent  has  available  a  full  and  complete  organization 
ready  to  take  charge  of  the  building  of  said  shipyard  and  the  construction 
thereat  of  certain  vessels  herein  contracted  for; 

Now,  therefore.  In  consideration  of  the  premises  and  the  mutual  agreements 
herein,  the  parties  hereto  covenant  and  agree  to  and  with  each  other,  as 
follows : 

I.  i^hipyard. — The  superintendent  agrees  to  forthwith  proceed  with  the 
erection  and  equipping  of  the  shipbuilding  plant  upon  the  property  now  owned, 
or  to  be  acquired,  by  the  owner  at  Its  own  expense,  located  upon  San  Francisco 
Bay.  State  of  California.  The  layout  of  said  plant  to  be  generally  In  ac- 
cordance with  the  plans  submitted  by  the  superintendent  and   approved  by 
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the  owner,  or  such  mo<1{fication8  thereof  as  the  owner  may  direct.  The  ship- 
building plan  to  provide  four  shipbuilding  ways  and  all  buildings,  eqnipment, 
and  appurtenances  necessary  for  the  establishment  of  a  ship-assembling  yard, 
and  for  the  construction  of  eight  vessels  herein  provided  for  in  accordance 
with  the  plans  and  specifications  hereafter  referred  to.  Such  shipbolldiD*; 
plant  shall  contain,  among  other  things,  adequate  water  supply  and  a  proper 
flre-prote^'tion  system,  and  all  other  necessary  equipment  and  appurtenances. 

II.  VcHsrls. — ^The  superintendent  shall  proceed  to  construct  forthwith,  tn 
acc<»rflance  with  the  owner's  plans  and  specifications  hereto  attached  and 
made  part  of  this  contract  under  the  Instructions  of  the  owner,  eight  concrete 
steam  cargo  vessels,  complete,  of  7,500  tons  dead-weight  carrying  capacity. 
Such  vessels  to  be  complete,  with  propelling  machinery,  auxiliaries,  equip- 
ment, full  military  requirements,  all  in  accordance  with  the  said  drawings 
and  specifications. 

III.  Organization, — The  superintendent  will  Immediately  proceed  to  perfect 
Its  organization  and  to  acquire  the  necessjiry  force  of  workmen,  superin- 
tendents, and  other  agents  and  employees,  including  the  proper  and  •necessary 
administrative  ofllcers  needed  to  carry  on  the  work  and  to  complete  the  build- 
ing of  the  plant  and  the  vessels  herein  contracted  for  in  the  most  expedition^ 
manner. 

IV.  Time  of  delivery. — It  Is  agreed  that  time  is  of  the  essence  of  this  con- 
tract. The  superintendent  agrees  to  begin  the  construction  of  the  shipyard 
immediately,  and  to  do  all  of  the  necessary  work  upon  it  within  the  earliest 
practicable  time,  and  to  carry  forward  the  work  of  construction  upon  the 
vessels  w4th  all  possible  speed. 

V.  Alterations. — ^The  owner  shall  have  the  right,  but  only  by  orders  in  writ- 
ing, to  make  such  alterations,  omissions,  additions,  or  substitutions  as  the  owner 
may  deem  necessary.  The  superintendent  agrees  to  accede  to  and  carry  the 
same  into  effect  upon  proper  allowance  being  made  therefor  in  the  estimated 
basic  cost  as  hereinafter  defined,  as  if  such  alterations,  omissions,  additions,  or 
substitutions  were  originally  provided  for  In  this  contract  and/or  the  plans  and 
specifications.  If  by  reason  thereof,  the  actual  cost  of  the  construction  here- 
under shall  be  increased,  then  the  estimated  basic  cost  shall  be  correspondingly 
increased  by  an  equitable  amount  which  shall  be  agreed  upon.  If  the  constnic- 
tlon  shall  be  rendered  less  expensive  by  reason  thereof,  the  estimated  basic  cost 
(hereinafter  provided  for),  shall  be  correspondingly  decreased  by  an  eqnitablp 
amount  which  shall  be  agreed  upon.  In  case  the  parties  are  unable  to  agree 
as  to  the  effect  of  such  alterations,  omissions,  additions,  and  substitutions  or 
the  price  thereof,  the  dispute  shall  be  determined  as  provided  by  Article  XXVin 
hereof. 

VI.  Extension  of  time. — If  the  superintendent  be  delayed  or  obstruction  in  the 
performance  or  completion  of  the  work  provided  for  by  this  contract  by  the  de- 
lay, neglect,  or  default  of  the  owner,  or  by  reason  of  alterations  or  additions  by 
the  owner,  or  the  commandeering  by  the  United  States  Government  of  materials 
on  the  ground  or  materials  purchased  by  the  superinteadent  but  not  delivered, 
or  by  reason  of  strikes,  fire,  lightning,  earthquake,  fiood,  riot,  insurrection,  or 
war,  or  by  reason  of  suspension  of  deliveries  of  material  or  machinery  for  any  of 
the  causes  above  stated,  or  by  delay  In  receiving  from  the  owner  the  necessao' 
detailed  working  drawings,  or  by  any  other  cause  beyond  the  control  of  the 
superintendent,  the  superintendent  shall  not  be  considered  In  default  by  reason 
thereof. 

VII.  Orders  for  materials. — The  owner  shall  have  control  through  its  duly 
authorized  representatives  of  all  orders  for  materials,  machinery,  equipment, 
supplies,  and  other  purchases  and  commitments  made  under  this  agreement  (In- 
cluding establishment  of  extensions,  increases,  and  additions  to  plants  and  prop- 
erty), and  all  contracts  and  orders  placed  by  the  superintendent  shall  be  In  the 
name  of  the  owner  by  the  superintendent,  and  shall  be  first  approved  in  writ- 
ing by  the  owner  and  it  Is  understood  that  the  superintendent  shall  assume  no 
pecuniary  liability  under  or  by  reason  of  such  obligations  where  made  with  the 
written  approval  of  the  owner. 

The  materials  and  parts  to  be  used  in  the  construction  of  the  vessels  shall  be 
ordered  by  the  superintendent,  who  will  receive  the  same  and  make  payment 
from  the  funds  deposited  by  the  owner,  as  provided  for  in  Article  XX  direct 
to  the  individual,  firm,  or  corx)oratlon  with  whom  the  order  has  been  placed  at 
the  price  stipulated  In  the  order  and  in  accordance  with  such  terms  of  payment 
as  may  be  arranged  by  the  superintendent  with  such  individual,  firm,  or  cor- 
jwration.    The  amounts  so  paid  for  the  material  and  parts  will  enter  into  the 
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nctual  cost  of  the  plant  and  vessels,  as  hereinafter  provided  for.  Such  materials 
and  parts  shall  be  of  the  quality  and  characteristics  best  adapted  to  the  various 
purposes  for  which  they  may  be  used,  and  shall  conform  to  the  requirements 
and  specifications  of  the  owner  and/or  American  Bureau  of  Shipping  and/or 
Lloyd's.  The  superintendent  shall  supply  such  assistance  as  may  be  required 
by  the  inspectors  of  the  owner  in  making  any  tests  and  inspections  of  such 
material  and  parts  at  the  shipyard  considered  necessary  by  such  inspectors  or 
surveyors. 

VIII.  Workmatiffhip. — The  workmanship  on  s«ic|  vessels  in  dt'tail  and  linish 
in  ail  parts  shjill  he  first  chiss  and  of  the  very  best  quality  usual  in  the  estab- 
li shell  practice  of  reinforced-concrete  construction  and  ocenn-Koinjj  ship  con- 
struction In  American  sea^oinp:  vessels,  and  shall  at  all  t4mes  be  subject  to  the 
insiHH-tion  of  the  owner's  Inspectors  and  representatives  as  aforesaid,  and  the 
surveyors  and  Inspectors  may  reject  any  unlit  workmanship  or  materials. 

IX.  Indpecfion. — The  vessels  may  be  inspected  during;  the  progress  of  the 
work  by  representatives  of  the  owner,  the  surveyors  of  the  American  Bureau  of 
Shipping,  and/or  I^loyds,  and  the  Inspection  certificate  of  the  highest  rating 
for  seagoing  vessels  of  this  class  must  be  obtained  and  furnisheil  when  the  vessel 
is  ready  for  delivery.  Tonnage  certificates  In  duplicate  shall  also  be  obtained 
from  the  commissioner  of  navigation  and  furnished  at  the  time  of  delivery  to 
the  owner.  All  expenses  of  insjiection  (other  than  that  of  the  0A\'ner)  and 
<f»rtiflcates  to  be  considered  as  part  of  the  actual  cost  of  the  vessels.  In  addi- 
tion to  the  suneyors  of  the  American  Bureau  of  Shipping  or  of  Lloyds  the 
owner  will  employ  one  or  more  lnsi>ectoi*s  of  recognized  ability  In  their  pro- 
fession to  supervise  and  assist  in  the  construction  of  the  vessels.  They  and 
their  assistant,  described  herein  as  the  owner's  Inspectors,  will  represent  the 
owner  and  will  be  requlre<l  to  watch  closely  the  construction.  Such  one  of 
them  as  shall  from  time  to  time  be  so  designated  by  the  owner  will  act  as 
representative  of  the  owner  and  be  designated  as  the  resident  engineer,  and 
to  hhn  shall  be  referred  all  questions  arising  under  the  contract  at  the  shipyard. 
His  decision  on  all  questions,  when  rendered  under  his  general  authority  or 
after  approval  by  the  owner,  shall  be  binding,  subject  in  all  cases  to  appeal  to 
the  vice  president  of  the  owner. 

X.  Trials. — When  a  .ship  Is  substantially  cf^mplete,  It  shall  be  given  a  dock 
trial  of  not  less  than  elglit  hours*  duration.  Should  any  defects  or  deficiencies 
flevelop  during  such  trial  they  shall  be  corrected  by  the  sui>erlntendent  to  the 
satisfaction  of  the  owner,  and  the  <lock  trial  repeated  if  considered  necessai*y 
to  the  owner.  The  owner  may  also  require  that  each  ship  be  given  a  s€»a  trial 
In  the  vicinity  of  the  shipyard  In  addition  to  the  dock  trial  provided  above. 
If  the  ship  shall  not  satisfactorily  perform  such  tests  and  trials,  the  superin- 
tendent agrees  to  make  such  changes  as  the  owner  may  require. 

DeHvetif. — After  the  satisfactory  completion  of  the  trials  and  of  all  other 
work  Included  in  the  plans,  specifications,  and  authorized  changes,  the  ship 
shall  he  dellvercMl  afloat  to  a  representative  of  the  owner  at  a  point  convenient 
to  the  yard  where  the  slii]>  was  completed,  ami  shall  thereupon  be  accepted 
SI  lid  the  owner  shall  take  possession  of  the  ship  and  be  responsible  for  the 
.  safety  thereof.  The  owtier  .shall  remove  such  acceptwl  ship  from  the  shipyard 
within  such  time  as  will  prevent  encumbrance  of  the  water  front  or  interference 
with  the  work  on  other  ships. 

XI.  rnrfcifurr. — In  the  case  of  any  ftilhire  or  omission  of  the  superintendent 
at  any  stage  of  the  work  prior  to  completion,  from  any  cause  or  causes  within 
its  control,  to  go  fonvard  with  the  work  and  maive  progress  toward  its  com- 
pletion satisfactory  to  the  owner,  or  In  the  case  of  any  breach  of  this  contract  on 
the  part  of  the  .«i!i)erintendent,  the  owner  may  declare  this  contract  forfeited. 
In  that  event  the  owner  may  immediately  enter  the  shipyard  and  take  posses- 
sion of  It  and  of  the  vessels,  materials,  and  equipment.  In  case  the  owner  shall 
thus  cau.se  this  contract  to  be  forfelteil.  the  amount  to  be  paid  hereunder  shall 
he  the  actual  cost  (provided  for  In  Art.  XXII  hereof)  up  to  the  time  of  such 
forfeiture,  plus  that  proportion  of  the  superintendent's  fees  earned  up  to  the 
time  of  such  forfeiture,  unless  theretofore  paid:  Provided,  hnircrrr.  That  if 
The  superintendent  can  show  to  the  satisfaction  of  the  vice  [iresldent  of  the 
owner  reasonable  in<lnstry  and  good  faith  in  the  prosecution  of  the  work  here- 
under and  that  the  delays  or  defaults  have  been  cau.sed  by  circumstances  over 
whivh  It  had  no  control,  the  superintendent  shall  be  allowed  su<*h  opportunity 
as  the  vice  presiilent  of  the  owner  may  deem  proi)er  to  complete  the  work. 

XII.  Fire  and  marine  insurance. — The  8ui>erlntendent  agrees  to  procure  as 
far  as  procurable,  and  thereafter  maintain,  such  insurance  In  such  form,  on 
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such  property,  to  cover  such  contingencies,  in  such  amounts  and  for  sudr 
periods  as  the  owner  shall  approve  or  require.  The  policies  shall  iMrovide  tbat 
the  loss,  if  any,  shall  be  payable  to  the  owner  for  the  use  of  the  owner  or  the 
superintendent,  as  their  respective  interests  may  appear.  The  owner  m&j  dis- 
pense with  any  or  all  insurance,  or  have  the  right  itself  to  carry  such  risks,  in 
which  event  the  estimated  basic  cost,  as  set  out  in  Article  XXIV,  shall  be 
diminished  in  such  sum  as  the  vice  president  of  the  owner  may  deem  fair  aod 
just.  Should  any  vessel  be  constructively  or  actually  totally  destroyed,  or  a 
total  loss,  no  additional  vessel  shall  be  built  under  this  contracts  in  order  to 
replace  it  unless  the  owner  so  directs.  In  the  event  of  such  destruction,  the 
owner  shall  pay  as  soon  as  possible  thereafter  to  the  superintendent  (nnles 
theretofore  paid)  that  part  of  the  superintendent's  fee  earned  up  to  the  time 
of  such  total  loss  or  destruction. 

XIII.  Casualty  insurance, — ^The  superintendent  agrees  to  pn>teot  the  owntr 
and  itself  against  any  claims  for  accidents  or  casualties  to  employees  or  work- 
men, or  others,  in,  on,  or  about  the  work  covered  by  this  contract  by  proper 
casualty  and  liability  insurance,  the  cost  of  which  shall  be  considered  as  a 
part  of  the  cost  of  constructing  the  plant  and  vessels,  or  the  owner  shall  have 
the  right  to  carry  such  risks  at  the  same  current  rate  (as  a  part  of  the  actual 
cost)  as  are  charged  by  reputable  insurance  companies  for  similar  risks. 

XIV.  Patents. — ^The  superintendent  shall,  to  the  best  of  his  ability,  protect 
the  owner  against  claims  for  any  infringement^  of  patents  or  patent  rights  sliu'i 
for  the  use  of  any  patented  articles  embtxlieti  or  to  be  embodieil  in  the  vessels 
by  suitable  agreement  satisfactory  to  the  owner  as  to  the  use  of  such  patents 
or  patent  rights.  T)ie  owner  will  assume  all  costs,  expenses,  and  damages  which 
it  or  the  superintendent  may  be  obliged  to  pay.  to  procure  such  agreements  (ir 
to  pay  by  reason  of  any  infringement  of  patents  or  patent  rights  or  the  use  of 
patented  articles  not  covered  by  such  agreements,  pursuant  to  a  decree  by  a 
proper  court  in  any  litigation  Involving  the  use  of  such  patents,  but  the  super- 
intendent shall  assist  the  owner  at  the  latter's  exi)ense,  save  for  services  of 
the  superintendent's  employees  (which  shall  be  furnished  free  of  cost  to  the 
owTier)  in  furnishing  such  evidence  as  to  the  use  of  the  patents  and  other 
matters  of  fact  as  may  be  required  by  the  owner  in  such  litigation.  The  super- 
intendent shall  promptly  notify  the  owner  in  writing  of  any  claims  of  infringe- 
ment that  may  from  time  to  time  be  brought  to  the  superintendent's  attention. 

XV.  Labor  and  wages. — The  superintendent  will  comply  with  all  instructions, 
not  contrary  to  law,  as  to  wages  or  conditions  of  employment  of  labor  on  this 
contract  given  to  it  in  writing  by  the  owner.  If  by  reason  pf  any  such  instruc- 
tion the  cost  of  the  vessels  hereunder  shall  be  Increased  or  decreased  then  the 
estimated  basic  cost  as  hereinafter  provided  for  each  vessel  shall  be  Increased 
or  decreased  by  such  amount.  Such  amount  shall  be  agreed  upon  by  the  parties, 
and,  if  not  agreed  upon,  shall  be  determined  as  provided  In  Article  XXVIII 
hereof.  The  owner  will  give  such  assistance  as  shall  be  within  its  power  in 
securing  and  retaining  the  labor  necessary  for  the  work  under  this  contract. 

It  is  agreetl  that  the  wages  paid  in  the  construction  of  this  .«:hipyard  and 
vessels  shall  be  those  shown  in  a  wage  schedule  to  be  hereafter  agreed  upon 
between  the  owner  ami  the  superintendent.  In  the  event  that  the  agreed 
wage  scale  shall  be  increased  or  decreased  by  or  with  the  owner's  approval 
the  estimated  basic  cost  shall  be  Increased  or  decreased  accordingly.  Pend- 
ing the  agreement  upon  said  wage  scale,  the  superintendent  may  proceed 
with  the  construction  of  the  shipyard  plant,  the  wages  paid  to  be  at  all  times 
in  conformity  with  those  paid  in  the  Immediate  vicinity  to  similar  employees, 
and  to  be  under  the  complete  control,  direction,  and  approval  of  the  owner. 
Sunday,  holiday,  or  overtime  work  shall  not  be  resorted  to  unless  directed  by  the 
owner,  in  which  event  the  estimated  basic  cost  shall  be  increased  accordingly. 

XVI.  Inspection  certificate. — No  inspection  certificate  given  or  payment 
made  imder  the  terms  of  this  contract  (except  final  payment)  shall  be  con- 
clusive evidence  of  the  performance  of  this  contract,  either  in  whole  or  in  part 
and  no  payment  shall  be  construed  to  be  a  waiver  of  the  right  of  the  owner 
to  direct  the  replacement  of  unsatisfactory  workmanship  or  material. 

XVII.  Ouytier  to  use  power  for  expedition. — ^The  owner  shall  use  Its  in- 
fluence and  such  powers  as  it  may  have  by  law  to  secure  witli  the  utmost 
practicable  expedition  and  at  the  minimum  cost  consistent  with  the  existing 
conditions,  the  facilities,  utilities,  parts,  materials,  and  supplies  required  for 
the  work  under  this  contract  and  furnished  or  to  be  furnished  by  contractors 
with  the  superintendent  for  such  facilities,  utilities,  parts,  materials,  and  sup- 
plies, and  will  also  use  its  Influence  and  powers  to  secure  rapid  transportation 
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from  any  and  all  railroad  companies  and  public-service  companies  for  work- 
men, employees,  materials,  parts,  and  supplies  required  for  the  work. 

Title. — ^The  title  to  the  real  estate' and  to  all  improvements  and  all  equip- 
ment appurtenances,  and  material  acquired  and  paid  for  by  the  owner  shall 
be  and  remain  the  property  of  the  owner.  The  title  to  the  vessels,  as  con- 
structed, shall  vest  in  the  United  States  of  America.  Nothing  contained 
herein,  however,  shall  be  construed  as  a  waiver  by  the  owner  of  its  right  to 
replacement  of  unsatisfactory  workmanship  or  material. 

XIX.  Liens  and  taxes. — ^The  superintendent  will  keep  the  vessels  In  the 
course  of  construction  free  and  clear  from  all  claims,  liens  or  Incumbrances 
of  any  kind  or  description  (except  liens  or  encumbrances  accruing  through  the 
ilefault  of  the  owner,  and/or  for  which  the  owner  shall  be  responsible)  and 
shall,  before  delivery  of  each  vessels,  show  to  the  satisfaction  of  the  owner 
that  such  vessels  is  free  and  clear  from  any  claims,  liens,  or  encumbrances, 
except  as  aforesaid.  The  superintendent-  agrees  that  it  will,  to  the  extent 
that  funds  are  available  under  the  terms  of  Article  XX  promptly  pay  for  all 
labor,  material,  or  other  services  rendered  to  it  in  connection  with  the  work 
under  this  contract.  Any  taxes  assessed  against  the  plant,  materials  on  hand, 
or  vessels  under  construction,  shall  be  paid  as  a  part  of  the  actual  cost.  But 
the  superintendent  shall  not  pay  any  such  taxes,  except  upon  directions  from 
the  owner.  Income  taxes,  excess-profit  taxes,  and  any  similar  taxes  which  may 
be  assessed  against  or  paid  by  the  superintendent  shall  not  be  treated  as  actual 
cost,  but  shall  be  paid  by  the  superintendent  without  reimbursement  therefor 
by  the  owner. 

XX.  Payment  of  actual  cost. — The  total  actual  cost  (as  deflneil  in  Article 
XXII)  of  constructing  the  plant  and  vessels  herein  contracted  for  shall  be  paid 
by  the  owner  to  the  superintendent  or  to  others  for  its  account,  as  follows : 

Establishment  of  cash  fund. — In  order  to  provide  the  cash  funds  necessary 
for  carrying  on  the  work  under  this  contract,  the  owner  will  from  time  to  time 
deposit  in  advance  to  the  credit  of  the  superintendent  for  the  purposes  of  this 
contract,  in  such  bank  or  banks  as  may  be  agreed  upon,  such  sums  as  may  be 
necessary  to  constitute  and  to  keep  constituted  a  fund  from  which  to  finance 
the  work,  to  provide  for  payments  to  be  made  for  materials,  and  for  wages  and 
salaries  of  persons  employed  upon  the  work  hereunder.  Such  sums  shall  be 
drawn  upon  only  by  checks  countersigned  by  the  district  officer  or  the  owner's 
representative  for  approved  payments  to  be  made  by  the  superintendent  under 
this  contract,  and  each  payment  shall  be  credited  as  a  payment  on  account  of 
the  cost  of  the  shipyard  and/or  vessels.  Any  interest  paid  by  the  bank  or 
banks  on  such  deposits  is  the  property  of  the  owner,  and  upon  the  final  com- 
pletion of  this  contract  or  upon  default  hereunder  upon  the  part  of  the  superin- 
tendent, the  owner  may  withdraw,  without  the  signature  of  the  superintendent, 
any  balance  on  hand  In  any  account  established  under  this  article. 

XXI.  Accounts. — ^The  superintendent  shall  establish  and  keep  suitable  ac- 
counts and  records,  which  shall  show  the  actual  cost  of  all  the  work  under  this 
contract.  The  preservation  of  said  accounts  and  records  for  a  reasonable  time 
shall  be  provided  for  by  the  agreement  of  the  parties  at  the  termination  of  this 
contract 

The  accounts  and  records  of  the  superintendent  shall  at  all  reasonable  times 
be  open  to  inspection  by  the  owner.  All  statements  and  accounts  relating  to 
expenditures  and  costs  hereunder  shall  be  made  by  the  superintendent  in  such 
form  and  supported  by  such  original  pai)ers  as  may  be  required  by  the  vice 
president  of  the  owner.  The  methods  and  principles  of  keeping  costs  shall  be 
adequate  for  the  determination  of  actual  costs,  and  shall  be  approved  by  the 
owner. 

Auditors. — The  owner  may  send  auditors  to  the  shipyard  and  to  the  superin- 
tendent's offices  to  supervise  and  assist  in  the  accounting. 

Account  of  vessels. — ^The  actual  cost  of  the  vessels  herein  contracted  for  shall 
also  be  computed  in  the  manner  defined  in  Article  XXII  hereof  and  shall  be 
kept  in  such  manner  and  segregated  into  such  items  as  may  be  necessary  for 
the  purposes  of  this  contract 

Account  and  inventory  of  plant. — ^The  actual  cost  pf  the  buildings,  building 
slips,  dredging,  plant,  and  appurtenances,  together  with  the  cost  of  any  altera- 
tions made  to  the  buildings  or  other  improvements,  shall  be  kept  in  a  separate 
detailed  plant-cost  account  and  Inventory,  and  such  cost  shall  include,  in  addi- 
tion to  the  direct  cost  of  such  buildings,  building  slips,  plant  and  appurte- 
nances, a  proper  proportion  of  the  overhead  charges  incurred  in  the  work  under 
this  contract 
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XXII.  Actual  (»«f. — For  the  purpose  of  this  contract,  actual  cost  of  the  cot 
structifni  of  the  shipyard  and  the  vessels  (including  the  maintenance  and  open- 
tion  of  the  shipyard  in  Its  entirety)  is  defined  as  follows: 

(1)  The  net  cost,  after  deducting  all  discounts,  rebates,  etc.,  obtained  co 
materials,  supplies,  mai-hlnery,  tools,  equipment,  and  parts  thereof,  entering 
Into  or  exi)ende(l  In  the  execution  of  the  work,  including  freight  and  other  trans- 
portation costs. 

(2)  Costi!  of  direct  labor  employed  In  the  execution  of  the  work. 

(3)  Overhead  expenses.  These  shall  Include  Indirect  labor  and  materials 
and  the  general  and  administrative  expenses  and  other  expenses  applica- 
ble and  necessary  to  and  In  connection  with  the  work  herein  contracted 
for,  and  any  other  expenditures  approved  by  the  owner,  or  specifically  deflwrd 
elsewhere  herein  as  a  part  of  actual  cost  or  compensation.  Compensation  and 
fees  of  the  board  of  directors  shall  not  be  Included  as  a  part  of  actual  cost 
All  salaries,  fees  to  consulting  engineers  or  naval  architects  or  other  experti* 
shall  be  in  accordance  with  those  paid  for  similar  work,  and  shall  be  at  all 
times  subject  to  adjustment  and  approval  by  the  owner. 

(4)  The  cost  of  casualty  and  liability  Insurance,  and  the  costs  of  snob 
bonds,  fire,  and  other  Insurance,  If  any,  as  the  owner  may  approve  or  requin?: 
losses  due  to  accidents  or  casualties  not  compensated  by  insurance  or  other- 
wise ;  the  cost  of  removal  and  replacement  of  defective  or  unsatisfactory  work- 
manship and  material,  but  if  such  replacement  Is  made  necessary  by  the  fault 
or  neglect  of  the  superintendent's  executive  officers,  managerial  or  superin- 
tending employees,  the  expense  thereof  shall  be  borne  by  the  superintendent* 
and  may  be  deducted  from  Its  compensation.* 

(5)  The  overhead  charges  shall  be  prorated,  apportioned,  and  charged  to  the 
actual  cost  of  the  plant  and  each  vessel. 

(6)  All  materials  and  supplies  purchased  for,  but  not  used  In  the  constructlw 
of  the  plant  or  vessels  herein  contracted  for,  shall  be  and  remain  the  propertv 
of  the  owner,  and  the  value  thereof  shall  be  credited  on  the  cost  of  the  plant 
for  the  ves'-els.  Any  salvage,  value  of  scrap,  waste,  containers,  etc..  originally 
purchased  for  the  plant  or  vessels  and  disposed  of  during  the  life  of  this  con- 
tract, shall  be  credited  to  the  cost  of  the  plant  or  vessels. 

XXIII.  Superintendenfs  fee, — For  the  construction  of  each  of  the  7,500-1011 
vessels  herein  contracted  for,  and  any  other  vessels  of  the  same  size  which 
the  owner  may  order,  the  superintendent  shall  be  paid  for  Its  services  a  fee 
of  fifteen  thousand  dollars  ($15,000)  for  each  complete  vessel,  and  an  addi- 
tional fee  of  one-half  ^f  the  saving  In  the  actual  cost  of  the  hull  below  an 
estimated  basic  cost  of  three  hundred  seventy-five  thousand  dollars  ($^5,000). 
such  additional  fee  In  no  case  to  exceed  fifteen  thousand  dollars  ($15,000)  for 
any  hull.  Should  the  owner  direct  the  superintendent  to  construct  vessels  of 
3,500-ton  dead-weight  carrying  capacity,  the  fee  shall  be  ten  thousand  <lol- 
lars  ($10,000)  for  each  of  such  hulls,  and  an  additional  fee  of  one-half  of 
the  saving  in  the  actual  cost  of  the  hull  below  an  estimated  basic  cost  of  one 
hundred  seventy-five  thousand  dollars  ($175,000),  such  additional  fee  in  no 
case  to  exceed  ten  thousand  dollars  ($10,000)  for  each  hull.  Shonid  vessel^^ 
of  other  sizes  be  ordered,  the  fee  to  he  paid  shall  be  proportionate  to  those 
herein  set  out.  The  amount  of  the  fee  to  be  paid  the  superintendent  for  the 
construction  of  the  shipyard,  the  estimated  cost  of  which  Is  four  hundreil 
thousand  dollars  ($400,000),  exclusive  of  assembly  plant,  will  be  ten  thousand 
dollars  ($10,000),  regardless  of  Its  actual  cost. 

While  the  superintendent  shall  Install  the  engines  and  complete  each  ves-el 
In  all  respects,  and  the  fee  herein  provided  for  covers  Its  services  for  com- 
plete vessel,  nevertheless  its  possible  additional  fee  is  based  upon  the  esti- 
mated cost  of  the  hull  only. 

The  word  "  hull "  as  used  in  this  article  shall  be  understoml  to  mean  the 
reinforced  concrete  structure  of  the  ship  and  the  parts  of  the  fittings  that  are 
partially  embodied  in  the  concrete. 

Fee,  v'hefi  paffahU'. — Saitl  fee  on  eacli  sliip  siuill  be  payable  to  the  superin- 
tendent as  foliows,  viz:  One-half  of  the  inininiuni  fee  when  the  ship  is  half 
finishe<l  as  certified  to  by  the  resident  engineer,  or  otherwise  established  to  the 
sMtisfaction  of  the  vice  president  of  the  owner:  and  the  other  half  of  such 
inininiuni  fe<^  upon  the  completion  of  trials  satisfactory  to  the  o\nier,  and  the 
remainder,  if  any.  upon  audit  of  tlie  actual  cost  of  each  of  the  ships  as  above 
provided  for.  The  fee  for  the  construction  of  the  shipyard  shall  be  paid  uiwm 
rompletion  of  two  ways  and  the  necessary  e<iuipinent  for  the  construction  of 
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litalls  in  accordance  with  the  approved  'plans.  The  superfntendent  shall  have 
no  claim  against  the  owner  on  account  of  delays  caused  by  the  owner.  It  be- 
in  l^  agreed  that  the  entire  amount  payable  to  the  superintendent,  under  or  on 
fLOcount  of  this  contract  shall  be  the  fees  provided  for  in  this  article. 

>CXiy.  Estimated  basic  cost, — It  is  understood  and  agreed  between  the 
iMLrties  hereto  that  the  estimated  basic  cost  of  a  three  thousand  five  liundred 
C  3,500)  ton  dead  weight  ship  is  estimated  to  be  one  hundred  seventy -five 
ttiousand  dollars  ($175,000).  and  the  estimated  basic  cost  of  a  seven  thousand 
five  hundred  (7,500)  ton  dead  weight  ship  is  estimated  to  be  three  hundred 
seventy-five  thousand  dollars  ($375,0(X)).  Should  the  price  of  materials  as 
shown  on  schedule  A  hereto  attached  or  the  market  price  of  materials  used, 
but  not  included  In  said  schedule,  or  the  prevailing  rate  of  wages  increase  or 
decrease  (the  wages  as  set  forth  in  the  schedule  to  be  mutually  agreed  upon), 
niiil  should  such  increase  or  decrease  result  in  an  increase  or  decrease  in  the 
actual  cost  of  the  vessel,  then  the  estimated  basic  cost  of  the  vessel  shall  be  cor- 
res^pondingly  increased  or  decreased.  The  estimated  basic  cost  shall  also  be 
revised  on  account  of  any  changes  ordered  as  provided  in  Article  V.  Should 
«iieh  revision  be  made,  the  new  estimated  basic  cost  shall  be  considered  as  the 
revised  estimated  basic  cost. 

!XXV.  The  superintendent  has  furnished  to  the  owner,  a  list  of  its  officers, 
filrectors,  stockholders,  consulting  engineers  and  other  experts.  As  an  induce- 
ment to  the  owner  to  enter  into  this  agreement  and  in  reliance  upon  their  con- 
tinued services  to  and  In  connection  with  the  superintendent  during  the  per- 
formance of  this  c*ontract.  It  is  agreed  that  there  shall  be  no  change  in  the 
officers  or  directors  unless  assented  to  by  the  owner  nor  shall  there  be  any 
transfer  of  the  stock  of  the  superintendent,  unless  and  until  the  written  assent 
of  the  ownier  has  been  first  obtained.  The  superintendent  undertakes  and 
ajn"ee8.  on  behalf  of  its  stockholders,  that  this  article  of  the  contract  shall  be 
carried  out  in  every  particular. 

XXVI.  Control  of  superintendenVs  offtccrs  and  employees. — The  owner  shall 
have  the  right  to  requiie  the  superintendent  to  discharge  any  agent,  consult- 
ing engineer  or  expert,  officer  or  other  employee  for  any  just  cause.  Final 
decision  as  to  this  shall  rest  with  the  vice  president  or  the  owner. 

XXVII.  Superintendent's  option  to  purchase. — Not  less  than  thirty  (30)  days 
prior  to  the  completion  of  the  vessels  herein  contracted  for,  or  such  additional 
vessels  as  may  be  ordered  by  the  owner,  the  superintemlent  may  call  for  an 
appraisal  to  be  made  of  the  buildings,  building  slips,  plant,  and  appurtenances. 
One  appraiser  shall  be  appointed  by  the  owner,  one  appraiser  shall  be  ap- 
pointed by  the  superintendent,  and  the  third  (who  shall  be  a  member  or  an 
associate  member  of  the  American  Society  of  Civil  Engineers)  by  the  two 
fcrst  chosen.  The  three  appraisers  so  chosen  shall  promptly  appraise  the  then 
value  of  rhe  buildings,  building  slips,  plant,  and  appurtenances,  together  with 
all  parts,  materials,  supplies,  and  scrap  then  remaining  on  the  ground,  but 
not  to  be  incorporated  in  the  vessels  on  completion.  The  appraisers  shall  take 
in  consideration  the  actual  cost  as  showii  by  the  inventory  which  shall  be 
furnished  them,  the  conditions  as  regards  wear,  tear,  and  depreciation,  the 
desirability  of  the  buildings,  building  slips,  plant,  and  appurtenances  for  the 
purpose  of  a  shipyard,  their  replacement  value  at  market  prices  at  the  time 
of  the  appraisal,  and  the  conditions  of  the  shipbuilding  business  generally  with 
reference  to  the  going  value  of  a  constituted  shipyard  at  the  time  of  the 
appraisal.  While  the  appraisers  shall  not  appraise  the  value  of  the  real 
estate,  they  shall,  nevertheless,  appraise  the  Improvements  as  a  part  of  the 
entire  shipyard  plant  and  not  with  the  view  of  their  removal  from  the  real 
estate,  but  for  use  -in  connection  therewith.  The  appraisers  shall  complete 
their  appraisal  and  deliver  one  copy  thereof  to  the  owner  and  one  to  the 
suiierintendent  within  thirty  (30)  days  after  their  appointment.  The  super- 
intendent shall  have  the  right  within  fifteen  (15)  days  after  the  receipt  of 
such  appraisal  to  purchase  for  cash,  the  entire  shipyard  plant  upon  the  fol- 
lowing terms :  The  price  for  the  real  estate  to  be  the  original  cost  thereof  to 
the  owner,  together  with  taxes  thereon,  if  any,  reimbursement  to  the  owner 
for  actual  expenditures,  if  an>',  made  by  It  for  transportation,  housing,  and 
power  facilities,  payment  in  cash  for  the  buildings,  shipways,  plant,  and  ap- 
purtenances, and  all  other  improvements  at  the  appraised  value  thereof,  includ- 
ing the  actual  cost  of  dredging,  if  any,  but  in  no  event  shall  the  superintendent 
be  required  to  pay  the  owner  for  the  Improvements  more  than  the  actual  cost 
to  the  owner,  plus  five  (5)  per  cent  Interest  on  the  actual  cost  from  the  time 
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of  the  expenditures  therefor.  Should  the  superintendent  not  exercise  ks 
option  to  purchase,  it  shall,  upon  expiration  of  fifteen  (15)  days,  vacate  rbe 
premises  and  turn  the  same  over  to  the  owner. 

XXVIII.  Disputes. — In  case  the  parties  fall  to  a^ree  as  to  any  matter 
tained  in  or  connected  with  this  contract,  or  if  any  doubt  or  dispute  arifaes  as  to 
the  meaning,  construction,  or  effect  of  this  contract,  or  of  any  of  the  proTiaoos 
or  covenants  hereof,  or  of  the  plans  and  speclflcatins,  or  any  part  or  paiti 
thereof  which  are  a  part  hereof,  or  as  to  the  manner  of  doing  the  work  prorided 
for  hereunder,  or  as  to  the  materials  used  or  to  be  used,  or  the  time  to  lie 
allowed,  or  the  amounts  to  be  paid  or  allowed  for  alterations,  ommiaslotis,  addi- 
tions, or  substitutions,  or  as  to  any  other  particular,  the  matter  shall  (unless 
otherwise  provided)  be  promptly  referred  to  and  determined  by  the  vice  presi- 
dent of  the  owner  and  his  decision  in  writing  shall  be  final  and  binding  upoo 
the  parties,  except  as  hereinafter  provided. 

In  case  after  delivery  of  a  completed  vessel  to  the  owner  under  this  coatracc 
(but  only  in  that  event)  the  superintendent  shall  dean  that  it  is  aggrieved  by 
any  decision  of  the  vice  president  as  to  any  disputed  matter  hereunder  of  aiqr 
kind  regarding  such  vessel,  and  shall  give  written  notice  to  the  owner  to  that 
effect  within  thirty  (30)  days  after  delivery  of  su<*  vessel  to,  or  after  final 
payment  of  such  vessel  by  the  owner  (but  only  in  that  event),  the  superin- 
tendent shall  deem  that  it  is  aggrieved  by  any  decision  of  the  vice  president  as 
to  any  disputed  matter  hereunder  of  any  kind  regarding  such  construction,  and 
shall  give  written  notice  to  the  owner  to  that  effect  within  thirty  (30)  6Hja  after 
completion  of  all  such  construction,  such  matter  shall  be  determined  by  a  board 
which  shall  consist  of  three  disinterested  naval  architects  or  engineers  or  ex- 
perts to  be  appointed,  one  by  the  owner,  one  by  the  superintendent,  and  the  third 
by  the  two  so  appointed.  Such  board  shall,  \^ithin  thirty  (30)  days  after  sab- 
mission  of  such  matter  to  it,  make  its  determination,  and  its  finding  (made  by  a 
majority  of  the  board)  shall  be  conclusive  on  both  parties.  Provided,  however. 
That  if  the  superintendent  fails  to  notify  the  owner  in  writing  of  its  intoit 
subsequently  to  appeal  any  decision  of  the  vice  president  adverse  to  it,  within 
ten  (10)  days  after  written  notice  of  such  adverse  decision,  the  decision  of  the 
vice  president  shall  become  final  and  binding  upon  both  parties  witlK>ut  appml 
to  the  board  herein  provided  for.  The  cost  of  any  such  arbitration  shall  lie 
borne  equally  by  the  owner  and  the  superintendent. 

XXIX.  Superint€n4kenVs  interest  in  svbcontract. — It  is  agreed  that,  in  the 
furtherance  of  this  contract,  the  superintendent  shall  not  make  any  contract 
agreement,  or  arrangement  with  any  other  person,  firm,  or  corporation  in  wldcb 
the  superintendent,  its  officers,  directors,  or  stockholders  are  interested  as  offi- 
cers, directors,  stockholders,  or  otherwise,  or  with  any  affiliated,  controlling,  or 
controlled  firm  or  corporation,  unless  such  subcontract,  agreement,  or  arrange- 
ment, and  the  relationship  of  the  parties  is  first  submitted  to  the  owner  and 
its  assent  in  writing  obtained.  In  the  event  any  subcontract,  agreement,  or 
arrangement  is  made  by  the  superintendent  except  as  above  provided,  ttie 
owner  may  require  the  superintendent  to  immediately  cancel  such  sabcontract 
agreement,  or  arrangement,  in  which  event  there  shall  be  no  liability  npon 
the  owner,  the  superintendent  hereby  agreeing  to  obey  the  owner's  instmctioiB 
with  respect  thereto,  and  to  save  harmless  and  indemnify  the  own^  against 
any  claim  which  might  be  made  against  it  on  account  of  the  cancellation  of  such 
subcontract,  agreement,  or  arrangement  The  superintendent  farther  agreei 
that  the  owner  may  withhold  from  the  payments  to  become  due  it  an  amoimt 
sufficient  to  indemnify  the  owner  against  any  claim  which  may  he  made  on 
account  of  the  cancellation  of  any  such  subcontract,  agreement,  or  arrangement 

XXX.  Protection  of  outmer'B  interest, — ^The  superintendent,  in  all  its  acts 
hereunder,  shall  use  its  best  efforts  to  protect  and  subserve  the  interest  of  the 
owner.  The  superintendent  hereby  agrees  that  it  will  procure  alf  necessary 
permits  and  licenses  (the  expense  thereof  to  be  a  part  of  the  cost  of  the  veas^ 
and/or  plant),  and  obey  and  abide  by  all  laws,  regulations,  ordinances,  and 
other  rules  applying  to  the  work  hereunder  of  the  United  States  of  America, 
of  the  State  or  Territory  wherein  such  work  Is  done,  of  any  subdivision 
thereof,  or  of  any  duly  constituted  public  authority. 

XXXI.  Control  ty  owner, — ^The  superintendent  shall,  In  the  performance  of  its 
agreements  hereunder,  comply  with  and  be  bound  by  all  directions,  instnictioiia, 
and  decisions  of  the  owner  or  its  authorized  representatives;  and  compliance 
by  the  superintendent  with  any  such  direction,  instruction,  or  decision,  shall 
be  a  Justification  and  protection  to  the  superintendent  for  any  action  so  taken. 
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XXXII.  Participation  in  profits. — ^No  Member  of,  or  Delegate  to  Ck)ngress, 
nor  resident  commissioner,  is  or  shall  be  admitted  to  any  share  or  part  of  this 
contract  or  to  any  benefit  that  may  arise  therefrom,  but  this  article  shall  not 
apply  to  this  contract  so  far  as  it  may  be  within  the  operation  or  exception 
of  section  116  of  the  act  of  Congress  approved  March  4,  1909  (35  Stats.,  1109). 

XXXIII.  Whereas  San  Francisco  Shipbuilding  Co.  has  heretofore  been  ad- 
vl8e<l  that  it  could  con.struct,  on  its  own  account,  live  (5)  concrete  vessels,  free 
from  coniniandeeriug  by  the  I'nited  States ;  and 

Whereas  one  of  such  vessels  has  already  been  constructed  and  the  superin- 
tendent may  desire  to  construct  the  other  four  (4)  vessels,  It  is  agreed  that  the 
«ii|)erintendent  may  construct  such  four  (4)  vessels  either  in  some  yard  to  l)e 
es«tablished  by  it  or  in  the  yard  of  the  owner  to  be  built  under  this  contract, 
but  in  either  of  such  events  the  said  four  (4)  vessels  may  be  constructe<l  only 
upon  the  condition  that  their  construction  shall  not  interfere  in  any  way  with 
the  construction  of  the  vessel  herein  contracted  for,  or  such  additional  vessels 
as  may  be  ordered  hereafter.  In  the  event  that  these  four  (4)  vessels,  or  any 
«>f  them,  are  constructe<l  at  the  shipyard  of  the  owner.  It  Is  agreed  that  the 
HU|)erintendent  shall  pay  the  owner  a  reasonable  and  proper  amount  for  the  use 
of  the  owner's  yard  and  facilities.  In  the  event  that  the  owner  should  permit 
the  superintendent,  at  its  own  cost,  to  install  ad<litl(»nal  ways  or  provide  facili- 
ties for  the  four  (4)  vessels,  or  any  of  them,  above  referreti  to  at  the  shipyard 
of  the  owner,  then  the  owner  shall  have  the  right  to  purchase  such  facilities 
and  equipment  at  a  price  to  be  agreed  upon  (if  the  sui>erlntendent  fails  to 
exercise  its  option  under  Article  XXVII).  If  unable  to  agree  upon  a  price,  it 
shall  be  determined  by  arbitrators,  in  the  manner  provide*!  for  In  Article  XXVII. 
In  the  event  the  owner  does  not  purcha.se  at  the  agreed  or  arbitrated  value, 
then  the  superintendent  shall  have  the  right  to  remove  such  improvements  from 
the  shipyard.  I'nless  such  facilities  and  improvements  are  remove<l  within  one 
year  from  the  date  the  last  of  the  four  (4)  vessels  Is  completed,  the  superintend- 
ent shall  be  deemed  to  have  abandoned  them  and  they  shall  become  the  prop- 
erty of  the  owner.  In  the  event  the  superintendent  shall  purchase  th*^  ship- 
yard under  the  option  provided  for  in  Article  XXVII  hereof,  the  facilities  and 
efiulpment  installed  at  Its  expense  shall  he  and  remain  its  property  and  no 
charge  will  l>e  made  therefor.  Nothing  herein  construed  shall  prevent  the 
.superintendent  from  establishing  a  shipyard  elsewhere  for  the  purpose  of  con- 
structing concrete,  vessels  oi\  its  own  account  or  for  others,  provided  t'.ie  u^^ual 
perndt  therefor  is  obtained  In  advance  from  the  I^nitetl  States  Shipping  Boanl 
and/or  United  States  Shipping  Board  Emergency  Fleet  Corporation. 

XXXIV.  Option  for  additional  r^essels. — It  is  agreed  that  In  the  event  the 
vessels  provided  for  by  this  contract  shall  prove  in  all  respects  satisfactory 
to  the  owner  the  owner  will  direct  the  superintendent  from  time  to  time  during 
the  existence  of  the  present  war  with  Germany  to  construct  such  additional 
vessels  as  the  present  contemplated  facilities  of  the  shipyard  will  provide  for 
or,  at  the  owner's  option,  such  vessels  as  any  additional  facilities  which  the 
owner  may  install  will  provide  for.  The  superintendent  agrees  to  promptly 
carry  out  the  orders  for  additional  vessels  given  to  It  and  to  construct  the 
same  in  accordance  with  the  terms  of  this  contract  and  for  the  fees  herein 
provided  for. 

XXXV.  SuperintendenVs  fee  for  vessels  not  completed. — It  is  agreed  that  in 
the  event  the  present  war  with  (Germany  terminates  before  any  additional  ves- 
sels which  the  owner  may  direct  the  superintendent  to  construct  have  been 
completed,  the  superintendent  shall  complete  only  such  vessels  as  the  o>^Tier 
may  direct.  In  the  event  that  work  shall  not  have  commenced  upon  any  of 
the  said  vessels,  then  work  shall  be  begun  only  upon  such  vessels  as  the  owner 

may  direct. 

In  the  event  the  owner  directs  that  any  of  the  vessels  upon  which  work  has 
begim  shall  not  be  completed,  the  fee  to  be  paid  to  the  superintendent  shall 
be  that  proportion  of  the  entire  fee  for  such  vessel  earned  up  to  the  time  the 
superintendent  is  directed  not  to  complete  such  vessel.  In  the  event  the  super- 
intendent shall  not  have  begun  the  construction  of  any  vessel  which  the  owner 
directs  shall  not  be  constructed,  the  superintendent  shall  receive  no  fee  upon 
such  ves.sel  or  vessels.  If,  after  a  thorough  trial,  concrete  vessels  are  not 
found  to  be  satisfactory  to  the  owner,  the  owner  may  cancel  this  contract.  In 
this  event  the  superintendent  shall  be  paid  only  that  proportion  of  the  fixed 
fee  upon  any  uncompleted  vessel  which  has  been  earned  up  to  the  time  of  the 
termination  of  the  contract  and  no  fee  for  vessels  not  under  construction. 
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XXXVI.  Provisions  to  be  added  if  desired. — ^This  contract  Is  execnted  oi  . 
delivered  upon  the  understanding  that  if  desired  by  the  United  States  Shlj^i^ 
Board  Emergency  Fleet  Corporation,  a  provision  satisfactory  In  ft)rm  aol 
terms  to  the  United  States  Shipping  Board  Emergency  Fleet  CJorporation  n-  , 
stricting  the  hours  of  labor  of  laborers  and  mechanics  employed  by  the  saperto- 
tendent  or  by  subcontractors  or  providing  for  the  payment  of  extra  compeDsatieo 
for  overtime  work  will  be  inserted  in  the  contract,  with  the  same  force  and  effect 
as  if  inserted  in  the  contract  before  the  execution  and  delivery  thereof. 

In  witness  whereof  the  parties  have  caused  these  presents  to  be  executed  Ifj 
their  proper  corporate  officers  and  their  corporate  seals  to  be  hereunto  affixed 
and  attached  on  the  day  and  year  above  stated. 

[seat..]  San  Francisco  Shipbuiudino  Oo, 

By  Rene  Slten,  Vioe  President. 
Attest : 

Fbancis  B.  Loomis, 

Assistant  Secretary. 
[seal.]  United  States  Shipping  Boasd 


Attest : 

Lesteb  Sisleb, 

Acting  Secretary. 


Emergency  Fleet  Corforation. 
By  Howard  Coonley,  Vice  Pre-sident 


San  Francisco  Shipbuilding  C*o..  Schedi'le  A. 

SCHEDULE  OF  LABOR  AND  MATERIAL  PRICES,  SAN  FRANCISCO. 

Lumber  (average),  $28  per  thousand. 

Wood  piles  (any  size),  19  cents  per  foot;  cement,  $2.50  per  barrel;  sand, 
$1.50  per  yard:  gravel,  $1.50  per  yard;  steel,  $72  per  ton.  All  f.  o.  b.  San 
Francisco. 

Carpenters,  $5  per  day ;  foreman,  $7  per  day. 

Common  labor,  $3  per  day ;  foreman,  $5  per  day. 

Concrete  workers,  $4.50  per  day ;  foreman,  $7  per  day. 

Housesralths.  $4.50  per  day ;  foreman,  $7  per  day. 

September  8,  1919. 
list  of  officers  and  stockholders  of  the  san  francisco  shipbuii-oing  ocl, 

ST^ERINTENDENT    for    UNITED    STATES    SHIPPING    BOARD    EMERGENCY    FLEET   COR- 
PORATION. 

Officers:  W.  Leslie  Comyn,  president;  John  Lawson,  vice  president;  U.  6. 
Hind,  treasurer;  E.  W.  Sass,  secretary;  J.  H.  Baxter,  director;  R.  J.  Haniia. 
director. 

Stockholders :  John  Lawson,  E.  B.  Smith,  Atkins,  KroU  &  Co.,  J.  H.  Baxter  & 
Co.,  W.  H.  Talbot,  Herbert  Flelshhacker,  Charles  Sutro,  Pacific  Freighters'  Ok 
Comyn,  Mackall  &  Co.,  F.  B.  Gibbon,  H.  A.  Wilson,  A.  Englander,  B.  T.  Bean. 
J.  E.  Biien,  M.  M.  Cohn.  I.  Zellerbach,  J.  C.  Zellerbach,  E.  S  Livingston,  Matson 
Navigation  Co.,  Oscar  Sutro,  Sidney  L.  Schwartz,  Standard  Oil  Co.,  Henry 
Kirchmann,  H.  J.  Galvin,  W.  R.  Berry,  T.  S.  Baker  Ix)uis  H.  Schwabacher. 
W.  Inglis,  Albert  W.  Pfeiffer,  Louis  A.  Sinz,  C.  G.  Owen,  F.  M.  Daly.  G.  W. 
Birdsall,  Neil  Haig,  John  A.  Hooper,  George  U.  Hind,  Edward  H-  Gerber, 
Pacific  Coast  Steel  Co.,  Geo.  A.  Moore  &  Co.,  M.  F.  Loewensteln,  K  S.  Haas» 
Edward  L.  Eyre  &  Co.,  Lsabella  Woodside,  Alexander  Woodside,  T.  E.  Pollock, 
L.  B.  Stoddart,  Charles  W.  Bowring,  Humberto  Artadi,  K.  B.  Stoddart,  Ining 
S.  Rosenblatt,  H.  S.  Scott,  Harold  J.  Bameson,  J.  Leslie  Barneson,  trustee;  J. 
I-ieslie  Bameson,  .Joseph  J.  Tynan,  Clarissa  Livingston,  I.  L.  Ettlinger,  Sanford 
Walter,  M.  M.  Baruoh,  J.  Y.  Baruch,  Clinton  M.  Mason,  S.  W.  Straus. 


Contract  between   Clyde  Co.,   a  Corporation,   and   Bos  &   O'Brien,    a  Co- 
partnership. 

Dated :  San  Francisco,  Calif.,  October  19,  1918. 

Covering  services  and  equipment  necessary  to  accomplish  grading  and  instal- 
lation of  sewers,  etc.,  and  other  street  work,  at  the  town  of  Clyde,  Contra 
Costa  County,  Calif. 
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This  agreement,  made  and  entered  into  this  Idth  day  of  October,  1018,  by 
cuid  between  Clyde  Co.,  a  corporation  hereinafter  called  the  company,  and  Bos 
48(  O'Brien,  a  copartnership  composed  of  Geo.  A.  Bos  and  James  H.  O'Brien, 
hereinafter  called  the  contractor,  having  their  principal  place  of  business  in 
Xlie  city  and  county  of  San  Francisco,  State  of  California,  witnesseth  that: 

Whereas  the  parties  hereto  had  heretofore  entered  into  a  certain  verbal 
currangement  under  which  the  contractor  was  to  do  work  of  grading,  and  the 
iBstallation  of  sewers,  water  piping,  and  the  doing  of  street  work,  and  other 
-vrork  of  a  similar  nature;  and 

Whereas  it  is  desired  to  cover  the  arrangement  with  9  written  agreement: 

Now  therefore,  in  consideration  of  the  understanding  covered  by  the  verbal 
arrangements,  for  and  in  consideration  of  the  faithful  performance  of  the 
€X>venants  and  agreements  hereinafter  set  forth  as  obligatory  upon  the  parties 
liereto,  they  respectively  promise  and  agree  with  and  to  each  other  as  follows: 

Art.  1.  The  contractor,  for  and  in  consideration  of  a  fee  hereinafter  men- 
tioned and  contained,  covenants  and  agrees  to  furnish  certain  small  plant  con- 
etruction  equipment  as  hereinafter  mentioned,  and  all  services  as  may  be  re- 
quired to  manage  and  superintend  to  satisfactory  completion  the  work  of 
grading,  installing  sewers,  water  piping,  doing  of  street  work  and  other  work 
of  a  similar  nature  as  may  be  entrusted  to  the  contractor  by  the  company,  in 
connection  with  development  of  a  tract  of  land  of  one  hundred  eighty-six  (186) 
acres,  more  or  less,  at  Clyde,  Contra  Costa  County,  Calif.^  all  herein  referred 
to  as  the  work,  in  accordance  with  and  subject  to  all  the  terms  and  conditions 
herein  set  forth,  and  in  accordance  with  the  plans  and  specifications  to  be 
prepared  by  C.  E.  Sloan,  engineer  of  the  company,  hereinafter  referred  to  as 
the  engineer,  and  under  the  direction  and  to  the  satisfaction  of  said  engineer 
and  his  representatives,  limited  by  the  particular  duties  entrusted  to  them ; 
the  term  engineer  to  include,  however,  any  successor  to  C.  E.  Sloan  as  ap- 
pointed  by  order  of  the  company,  and  the  contractor  agrees  to  furnish  labor, 
teams  and  equipment  in  accordance  with  the  further  provisions  thereof. 

Art.  2.  The  managing  and  superintending  required  on  the  part  of  the 
contractor  under  this  contract  shall  include  everything  in  connection  with 
getting  the  work  constructe<l  to  completion ;  also  the  supervising,  if  required, 
of  taking  of  bids  for  the  purchase  of  materials,  and  so  forth;  also  complete 
lists  of  materials  required  shall  be  proparetl  by  the  contractor  before  orders 
are  placed  and  same  are  to  be  placed  by  the  company  after  prices,  quantities, 
and  grades  are  approved  by  the  engineer  or  company;  the  collection  and 
assembling  of  such  data  as  will  enable  the  company  to  decide  when  payments 
are  to  be  made  for  labor  done  or  for  materials  purchased,  and  to  render  re- 
ports semimonthly,  or  more  frequently,  to  the  engineer  (as  may  be  desired) 
of  the  progress  and  condition  of  the  work,  and  so  forth. 

Abt.  3.  Except  as  otherwise  provided,  the  contractor  shall  furnish  without 
charge,  except  as  covered  by  the  fee,  all  the  small  plant  equipment  and  ap- 
paratus in  a  perfect  condition  which  may  be  necessary,  required,  or  desired 
for  doing  the  work  economically  and  rapidly,  and  this  shall  consist,  among 
other  things,  of  the  necessary  small  tools  such  as  pipe  derricks,  slings,  chain 
hoists,  melting  pots,  ladles,  tongs,  calking  tools,  etc.,  for  handling  sewer  and 
water  pli)e,  posthole  augers,  and  other  small  tools  for  the  Installation  of 
street  curbs.  The  company  will  pay  transportation  charges  on  all  small-plant 
equipment  to  and  from  the  site  of  the  work,  but  the  company  will  not  furnish 
or  pay  for  any  such  small  equipment  or  pay  for  the  repair,  maintenance,  or 
upkeep  of  such  equipment  of  the  contractor. 

Art.  4.  The  company  will,  after  bills  therefor  have  been  approved  by  the 
engineer,  pay  for  all  materials  and  apparatus  permanently  incorporated  in 
the  work;  also  for  all  materials  used  in  forms,  temporary  housing,  and  sani- 
tary arrangements;  also  all  power,  fuel,  light,  water,  supplied  and  appur- 
tenances ordered  by  the  contractor  for  the  account  of  the  company;  and  the 
company  will  pay  weekly  on  pay  rolls  approved  by  it  for  all  laborers,  me- 
chanics, artisans,  carpenters,  and  other  craftsmen,  who  may  be  employed  on 
the  work  by  the  contractor,  but  not  including  superintendents ;  and  the  com- 
pany will  also  pay  for  all  teams,  scrapers,  vehicles,  ami  other  grading  equip- 
ment as  hereinafter  provided.  The  company  will  furnish  all  necessary  clerical 
service,  except  that  in  the  general  office  of  the  contractor,  and  will  audit  all 

Abt.  5.  Neither  this  contract  nor  any  interest  therein  shall  be  transferred 

or  assigned  by  the  contractor  to  any  other  person,  persons,  firm,  or  corporation. 

ART  6   Should  the  contractor  be  guilty  of  a  breach  of  any  of  the  conditions 


982  SHIPPING  BOARD  OPERATIONS. 

of  this  t.*ontract,  or  if,  In  the  opinion  of  the  engineer,  the  contractor  steE 
delay  or  neglect  the  work,  or  fall  to  perform  the  service  required  of  him,  or 
fail  to  furnish  suitable  and  adequate  equipment,  or  if  the  character  of  tfe- 
worl?  being  doiLe  is  not,  in  the  opinion  of  the  engineer,  in  accordance  with  tbp 
specifications,  details,  drawings,  and  directions  as  given  by  the  engineer,  rlie 
company  shall  have  the  right  to  terminate  this  contract,  and  in  that  event  the 
contractor  shall  be  entitled  to  receive  a  fee  as  determined  by  the  reasonable 
value  of  the  work  done  and  materials  incoriwrated  in  the  work,  as  may  h* 
(!etermine<l  by  the  Clyde  Co.;  and  to  payment  for  teams,  scrapers,  vehictes. 
and  other  grading  equipment  as  herein  provided. 

Art.  7.  The  work  shall  be  performed  umler  tlie  direction  and  supervision 
of  the  engineer,  who  shall  have  the  power  to  condemn  and  reject  any  and  all 
work  or  material  which  in  his  opinion  is  unsatisfactory  or  does  not  conform  to 
details,  drawings,  and  the  specifications;  and  all  such  imperfect  or  Insufficient 
work  or  material  shall  be  immediately  removed  or  remedied  in  the  maDiier 
and  to  the  extent  directed  by  the  engineer. 

Art.  8.  The  engineer  may,  at  his  discretion,  from  time  to  time,  -direct  the 
order  in  which,  an<l  the  points  at  which  the  work  shall  be  prosecuted,  and  shill 
exercise  such  control  over  the  conduct  of  the  work  at  any  time  or  place 
as  may  be  required,  in  his  opinion,  to  safeguard  the  interests  of  the  compuDj. 
The  contractor  shall  immediately-  comply  with  and  follow  all  orders  and  hi- 
st ructions  given  by  the  engineer. 

Art.  9.  Specifications  and  drawings  furnished  by  the  engineer  are  intended 
to  cooperate  so  that  any  work  exhibited  in  the  drawings  and  not  mentioned 
in  the  specifications,  or  vice  versa,  is  to  be  executed  the  same  as  if  both  men- 
tioiKMl  in  the  specifications  and  set  forth  in  the  drawings  to  the  true  intent  and 
meaning  of  the  said  drawings  and  specifications  when  taken  together. 

Art.  10.  In  all  operations  connected  with  this  work,  all  laws  and  regulation? 
of  any  governmental  authority,  whether  Federal.  State,  county  or  public 
agency,  applicable  to  said  work  shall  be  respected,  and  strictly  complied  with 
by  the  contractor,  who  shall  keep  himself  informed  in  regard  thereto  in  npier 
that  the  company  may  be  fully  protected  in  this  connection.  The  eontractor 
shall  at  all  times  observe  and  comply  with,  and  cause  any  and  all  persnDs. 
firms,  or  corporations  employed  under  him  to  observe  and  comply  with,  all 
such  laws  and  regulations. 

Art.  11.  The  contractor  shall  obtain  for  the  company  all  necessarj-  permit' 
}ind  shall  s€^  that  the  company  has  paid  all  lawful  fees  therefor,  and  0ve 
all  requisite  notices  on  behalf  of  the  company  to  all  governmental  authorities. 

Art.  12.  The  workmanship  and  finish  on  all  of  the  proposed  work  shall  he 
equal  in  every  respect  to  the  best  American  practice.  The  contractor  shall 
emi)loy  only  competent  and  skilled  men  to  do  the  work,  and  whenever,  in  the 
oi)iiiion  of  the  engineer,  any  man  on  the  w^ork  Is  Incompetent,  unfaltliful,  or  dis- 
orderly, or  otherwise  unsatisfactory,  such  man  shall  be  immetiiately  discharged 
from  the  work,  and  shall  not  again  be  employed  on  It  except  with  the  consent 
of  the  engineer. 

Art.  13.  The  materials  purchased  by  the  company  will  be  suitable  for  the 
purpose  for  which  they  are  intended  and  the  best  of  their  respective  kinds,  and 
subject  to  the  approval  of  the  engineer.  Material  may  be  rejected  at  any  time 
for  defects  which  may  be  disclosed  or  which  may  develop  in  the  course  «>f  the 
work,  and  If  put  In  place  before  Its  defects  are  discovered  shall  be  torn  om 
on  order  of  the  engineer. 

Art.  14.  The  contractor  shall  so  conduct  and  manage  the  work  as  not  to 
interfere  with  the  work  of  workmen  who  may  be  employed  by  the  company,  or 
injure  their  work;  and  he  shall  cooi)erate  to  the  fullest  extent  with  snch 
workmen  or  with  officials  or  employees  of  the  company  in  the  doing  of  work 
wliich  the  company  may  be  doing  at  the  time  the  contractor  is  carrying  on 
the  work  covered  by  this  contract.  Any  differences  or  conflicts  which  way 
arise  between  this  contractor  and  the  workmen  or  employees  of  the  company 
in  regard  to  their  respective  work  shall  be  adjusted  and  determined  by  the 
engineer. 

Abt.  15.  To  protect  the  company,  the  contractor  shall  maintain  at  the  ex- 
pense of  the  company  sufificient  guards  against  accidents,  injuries,  or  damages 
to  persons  or  property  at  any  time,  whether  employed  in  the  work  or  otherwise: 
and  the  contractor  shall  see  that  the  company's  present  policies  of  accident  ta- 
surance  cover  the  company's  total  liability  under  the  workmen's  compensatitfi 
insurance  and  safety  act  of  the  State  of  California ;  and  the  contractor  shall 
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provide  the  company  with  information  to  enable  it  to  properly  declare  the  work 
to  its  insurance  companies. 

Abt.  16.  All  fees  and  charges  for  any  patented  invention,  article,  or  ar- 
rangement tliat  may  be  used  upon,  or  in  any  manner  connected  with,  the  doin^ 
of  the  work,  or  connected  with  the  plant  equipment,  shall  be  included  in  the  fee 
and  the  contractor  shall  protect  and  hold  harmless  the  company  and  all  its 
officers,  agents,  and  employees  against  any  and  all  demands  for  such  fees  and 
charges  and  against  any  and  all  claims  of  any  one  claiming  to  be  the  holder 
of  any  Invention  or  patent.  This  does  not  refer  to  fees  and  charges  for  any 
patented  invention,  article,  or  arrangement  that  may  be  connected  with  material 
or  equipment  purchased  which  will  remain  permanently  in  the  work. 

Abt.  17.  The  contractor  shall  arrange  sufficient  safe  and  proper  facilities  at 
all  times  for  the  inspection  of  the  work  by  the  engineer  or  his  authorized  r^re- 
sentatives,  or  by  the  officers  of  the  company. 

Art.  18.  The  work  under  this  contract  shall  be  carried  forward  with  all  pos- 
sible dispatch  and  completed  at  the  earliest  date  possible,  subject  to  delays  be- 
yond the  control  of  the  contractor. 

Abt.  19.  (a)  The  contractor  shall  fuhii^  and  supply  all  animals,  harness, 
scrapers,  dump  wagons  and  plows,  and  other  required  ^milar  equipment,  with 
the  necessary  harness,  chains,  lead  bars  and  gear,  and  other  like  parts,  and 
furnish  drivers,  teamsters,  foremen,  land  strawbosses,  all  as  may  be  required  by 
the  company  for  the  i)erformance  of  the  work  herein  provided  for.  For  this 
equipment  the  company  shall  pay  in  accordance  with  the  schedule  of  prices 
hereinafter  provided  and  for  the  labor,  that  is,  drivers,  loaders,  dumpers,  team- 
sters, foremen  and  strawbosses,  the  company  will  pay  the  prevailing  wages  for 
the  character  of  work  herein  called  for. 

(ft)  The  contractor  promises  and  agrees  to  keep  a  true  and  accurate  time 
account  of  all  teams,  equipment,  implements  on  the  work,  and  men  actually  em- 
ployed in  said  work,  and  to  make  daily  reports  thereof  to  the  company  showing 
the  number  and  kind  of  teams  on  the  work  and  the  number  of  men  employed 
in  the  said  work  during  each  day  and  the  capacity  in  which  they  are  employed 
and  the  amount  and  kind  of  equipment  and  implements  on  the  said  work :  all 
segregated  as  the  respective  kinds  of  work. 

(c)  On  the  first  day  of  each  ami  every  week  the  contractor  will  deliver  to 
the  company  a  full,  true,  and  accurate  statement  and  account  showing  the  num- 
ber and  kind  of  teams  on  the  work,  and  the  number  of  men  employed  in  the 
said  work  and  the  capacity  in  which  they  are  employed  and  the  amount  and 
kind  of  equipment  and  implements  on  the  said  work  during  the  preceding 
week.  Said  statenjent  shall  be  checked  and  verified  by  the  company  and  the 
amount  due  to  the  contractor  under  the  provisions  hereof  shall  be  computed 
and  there  shall  be  deducted  therefrom  such  sums  of  money  as  may  be  then 
due  shortly  from  the  contractor  to  the  company,  If  any,  and  the  balance  of 
money  shown  to  be  due  the  contractor  shall  be  paid  in  accordance  with  the 
further  provision  hen^of;  and  this  shall  be  segregate<l  to  conform  to  the 
company's  classification  of  accounts. 

{(/)  The  contractor  on  the  first  day  of  each  week  shall  deliver  to  the  com- 
pany a  full  and  accurate  account  of  the  amounts  paid  by  him  for  wages  dur- 
ing the  week  previous,  giving  in  detail  the  names  of  the  persons  to  whom  such 
payments  shall  have  been  made  and  the  time  for  which  each  of  such  payments 
was  made.  The  statement  shall  be  accompanied  by  such  vouchers  as  may  be  re- 
quired by  the  company.  The  weekly  statement  herein  provided  for  shall  be  veri- 
fied by  the  company  and  it  shall  pay  to  the  contractor  the  amount  for  which 
said  statement  is  so  approved. 

(c)  The  contractor  will  attend  to  and  pay  for  all  repairs  to  wagons,  tools, 
harness,  and  appliances  of  every  nature  and  description,  owned  by  them  and 
used  in  the  said  work,  and  will  keep  all  of  the  same  in  good  condition  and 
fit  for  use.  The  contractor  shall  be  responsible  for  the  reasonable  wear  and 
tear  and  the  company  for  unusual  damages  beyond  this.  The  contractor  also 
guarantees  that  all  of  their  teams  and  men  when  on  the  work  shall  be  in  good 
physical  condition  and  able  to  do  the  work  allotted  to  them. 

If)  The  company  shall  give  three  days'  notice  to  the  contractor  of  any  de- 
mand it  may  make  for  additional  men,  teams,  equipment,  and  implements,  in 
order  to  give  the  contractor  an  opportunity  to  provide  the  same,  provided  that 
the  contractor  shall  not  be  required  to  furnish  more  than  one  hundred  (100) 
head  of  stock.  In  the  event  of  the  company  desiring  to  reduce  the  number  of 
men,  teams,  equipment,  or  implements  employed  or  used  in  the  work  by  the 
contractor,  it  shall  have  the  right  to  do  so  at  any  time  upon  giving  the  con- 
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tractor  three  (3)  days'  notice  thereof;  provided,  however,  that  If  at  any  time 
the  number  of  animals  employed  upon  the  work  be  so  reduced  to  less  than 
ten  (10)  head,  this  contract  may  be  terminated  at  the  option  of  the  contractor. 

(g)  The  company  may  employ,  at  its  own  cost  and  expense,  such  cheek  time- 
keepers, foremen,  inspectors,  and  superintendents  as  in  the  judgment  of  its 
engineer  may  be  required  upon  the  work,  and  the  said  engineer  or  his  r^ire- 
sentative  shall  at  all  times  have  access  to  the  books,  pay  rolls,  time  ched&s,  and 
vouchers  of  the  contractor  showing  the  time  worked  and  payments  made  to 
men  furnishing  labor,  equipment,  materials,  and  teams  for  the  work  under  this 
contract. 

(h)  The  engineer  of  the  company,  or  his  representatives,  to  wit,  the  inspector, 
superintendent,  or  general  foreman  in  charge  of  said  work,  may  at  any  time 
order  the  immediate  withdrawal  by  the  contractor  of  any  animal  not  in  good 
condition  or  not  suitable  for  said  work  or  the  removal  of  any  equipment  m- 
implement  supplied  by  the  contractor  which  may  be  unfit  for  the  work  Intended ; 
and,  in  the  event  of  the  withdrawal  of  any  animal  or  the  removal  of  any  equip- 
ment or  implements  under  the  provisions  hereof,  the  hire  and  rental  of  such 
animals  and  equipment  shall  cease,  and  the  contractor  shall,  with  reasonable 
diligence,  supply  its  place. 

(i)  The  company,  notwithstanding  anything  herein  contained,  may  supply 
with  further  men,  teams,  equipment,  or  implements  for  the  performance  of  the 
work  herein  provided  for  as  it  may  from  time  to  time  elect  if  the  contractor 
refuses  or  neglects  to  furnish  the  same  after  the  notice  herein  provided  for. 

(;)  It  Is  understood  and  agreed  that  from  time  to  time  during  the  proe^Hru- 
tion  of  the  work  the  company  shall  designate  the  number  of  animals  required 
upon  the  stiid  work  and  the  amount  and  character  of  the  equipment  and  imple- 
ments required,  and  the  payment  for  such  animals,  equipment,  and  implements 
shall  begin  from  the  time  the  same  are  delivered  upon  the  work  until  the 
time  they  are  released  by  the  company  as  herein  provided  for. 

(fc)  The  company  shall  pay  to  the  contractor  as  damages  an  amount  to  be 
agreed  upon  between  them  in  each  case,  but  not  to  exceed  $100,  to  compensate 
the  contractor  for  Injury  sustained  by  the  killing  of  any  animal  or  its  injury 
to  such  an  extent  as  to  render  it  unfit  for  use  permanently :  Provided,  howex'tr. 
That  the  company  shall  in  no  event  be  held  liable  hereunder  for  any  animal 
killed  or  injured  in  the  barn,  nor  while  not  actually  at  work,  nor  for  any  animal 
dying  or  injured  from  natural  causes.  The  company  will  not  pay  for  any 
charges  for  veterinary  services  or  supplies  for  injured  stock  or  sick  animaia. 
In  case  of  slight  injury  to  any  animal,  requiring  it  to  be  temporarily  relieved 
from  work,  the  company  may,  at  its  option,  pay  the  schedule  rental  of  the 
animal  for  the  period  during  which  it  may  be  rendered  unfit  for  work  and 
in  lieu  of  an  agreed  sum  as  damages. 

Art.  20.  Upon  the  fulfillment  of  the  obligations  hereof  binding  upon  the  con- 
tractor relating  to  the  service  to  be  performed  and  the  small  plant  equipm^it 
to  be  furnished  under  this  contract^  the  company  will  pay  the  contractor  as 
follows : 

(o)  In  consideration  of  the  faithful  performance  of  the  services  of  superin- 
tendence and  management  and  the  furnishing  of  small  equipment  by  the  con- 
tractor, the  company  agrees  to  pay  the  contractor  a  sum  which  shall  be  equal 
to  five  (5%)  of  the  cost  of  the  work,  but  not  to  exceed  the  sum  of  fourteen 
thousand  dollars  ($14,000),  in  the  manner  described  below,  with  the  under- 
standing that  the  terms  "  cost "  and  "  fee  "  shall  have  the  respective  meanings 
hereafter  given. 

(?>)  "  Ft^"  shall  be  payable  in  progress  payments,  ^s  may  be  determined  by 
the  engineer  of  the  company. 

(c)  The  term  "cost,"  for  the  purpose  of  this  contract,  shall  be  und^^ood 
to  be  the  actual  cost  to  the  company. of  labor  and  material  employed  in  the 
work — the  foreman,  the  cost  of  transporting  necessary  tools  and  equipment  to 
and  from  the  site  of  the  work,  together  with  the  cost  of  forms,  shoring,  pump- 
ing, power,  and  water,  but  not  the  cost  of  equipment  rented  by  the  company 
from  the  contractor  under  the  terms  hereof,  nor  the  cost  of  insurance  against 
damages  to  persons,  employees,  or  property,  or  general  overhead  expense  of  the 
Clyde  Co,  in  the  field  and  office. 

(d)  To  the  cost  as  determined  from  the  above  shall  be  applied  the  five  per 
cent  (5%)  to  determine  the  fee,  which,  for  the  purpose  of  this  contract,  shall 
be  understood  to  include  the  following:  The  contractor's  profit,  his  personal 
services,  the  services  of  his  construction  organization,  including  superintendent 
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ill  the  field,  use  of  his  small  plant  tools  and  equipment,  and  any  other  instru- 
ments of  service,  together  with  their  maintenance,  repair,  and  replacement. 

Abt.  21.  And  upon  the  fulfillment  of  the  obligations  relating  to  teams  and 
plant  equipment  hereof  binding  upon  the  contractor  to  the  last  day  of  any 
oolendar  week  the  company  will  pay  to  the  contractor  within  ten  (10)  days 
after  the  receipt  by  the  company  of  the  statement  herein  required  to  be  given 
by  the  contractor  to  the  company,  the  balance  due  on  a  sum  computed  upon  the 
following  schedule  of  prices,  which  shall  include  the  use  of  equipment  and  ani- 
mals furnished  by  the  contractor  under  the  terms  hereof: 

1.  Steam  shovel  with  ditcher  attachment  at  the  rate  of  $500  per  month  for 
u.iiy  month  or  fraction  thereof,  with  the  understanding  that  the  company  shall 
pay  salary  of  the  operators  and  the  cost  of  fuel  and  all  expenses  incidental  to 
ilamage  to  machine  not  caused  by  ordinary  wear  and  tear. 

2.  Auto  trucks,  $19  per  day,  with  the  understanding  that  the  company  shall 
pay  the  wages  of  the  driver  and  that  the  contractor  shall  pay  the  cost  of  gaso- 
line, lubricating  oil,  tires,  and  be  responsible  for  all  wear  and  tear. 

3.  Wagons  at  the  rate  of  $15  per  month  or  any  fraction  thereof. 

4.  Horses  at  the  rate  of  $15  per  month  or  any  fraction  thereof. 

5.  Two-horse  Fresno  scrapers,  35  cents  per  day. 

6.  Four-horse  Fresno  scrapers,  35  cents  per  day. 

7.  Slip  scrapers,  25  cents  per  day. 

8.  Road  grader  at  the  rate  of  $60  per  month  or  a  fraction  thereof. 

9.  Wheeled  scraper,  75  cents  per  day. 

10.  Twelve-ton  steam  roller  at  the  rate  of  $300  per  month  or  a  fraction 
thereof,  with  the  understanding  that  the  company  shall  pay  wages  of  operators 
and  the  cost  of  fuel,  and  that  the  contractor  shall  be  responsible  for  all  wear 
and  tear. 

11.  Five-ton  steam  roller  at  the  rate  of  $200  per  month  or  any  fraction 
thereof,  with  the  understanding  that  the  company  shall  pay  the  wages  of  the 
operator&  and  the  cost  of  fuel,  and  that  the  contractor  shall  be  responsible  for 
all  wear  and  tear. 

12.  Small  concrete  mixer  at  $7.50  per  day. 

13.  Sprinkler  wagon,  $1  per  day. 

14.  Oil  wagon,  $1  per  day. 

15.  Plow,  40  cents  per  day.     . 

Akt.  22.  And  further,  upon  the  fulfillment  of  the  obligations  relating  to  men 
employed  upon  the  work,  binding  upon  the  contractor  to  the  last  day  of  any 
calendar  week,  the  company  shall  pay  to  the  contractor  within  ten  (10)  days 
after  the  receipt  by  the  company  of  the  statement  herein  required  to  be  given 
by  the  contractor  to  the  company  the  actual  pay  roll  of  the  contractor. 

Art.  23.  It  is  hereby  understood  that  charges  for  teams  and  equipment,  and 
for  labor  furnished  by  the  contractor  before  the  execution  of  this  contract, 
shall  be  adjusted  on  the  basis  provided  in  articles  21  and  22,  respectively, 
hereof;  and  it  is  also  understood  that  compensation  for  the  services  of  super- 
intendence and  management,  and  the  furnishing  of  small  equipment,  rendered 
by  the  contractor  under  this  contract,  and  for  which  the  contractor  has  not 
received  payment,  shall  be  based  upon  the  conditions  of  article  20  hereof; 
and  further,  the  sums  which  the  contractor  shall  receive  and  those  which  he 
has  received  for  the  services  of  superintendence  and  management,  and  the 
furnishing  of  small  equipment,  contractor  will  receive  after  the  execution  of 
this  contract,  for  the  said  services,  shall  not  exceed  the  total  sum  which  the 
contractor  shall  receive  under  the  terms  hereof  for  the  said  services  of  super- 
intendence and  management  and  the  furnishing  of  small  equipment. 

Abt.  24.  The  extent  of  the  development  work  to  be  done  under  this  contract 
will  be  determined  by  the  company,  and  the  contractor  shall  be  given  due 
notice  from  time  to  time  of  the  company's  intentions  and  requirements  to 
enable  the  contractor  to  make  the  necessary  constniction  arrangements.  The 
company  reserves  the  right  to  withdraw  from  this  contract  and  intrust  to 
others  the  doing  of  any  item  of  construction,  such  as  water  piping,  street  work, 
etc..  If  it  is  found  that  this  contractor  is  not  equipped  to  handle  the  work  to 
the  best  advantage  of  the  company,  in  the  opinion  of  its  general  manager,  but 
should  the  contractor  have  accomplished  any  work  In  connection  with  such 
withdrawn  items  of  construction  he  shall  be  compensated  under  the  terms 
hereof. 

Abt.  25.  Should  any  discrepancy  appear  in  this  contract  or  should  any 
misunderstanding  arise  as  to  the  import  of  anything  contained  herein,  the 
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matter  may  be  referred  to  the  general  manager  of  the  company,  who  shall  de- 
cide the  same  in  accordance  with  their  true  intent  and  meaning  as  construed 
by  him.  Said  general  manager  shall  decide  all  questions  which  may  arise  be- 
tween the  parties  relative  to  the  said  work  or  construction,  or  meaning  of  any 
of  the  provisions  and  stipulations  contained  in  this  contract  or  the  sufficiency 
of  performance;  and  his  decision  in  writing  shall  be  final  and  binding  upoD 
both  parties  to  this  contract. 

In  witness  whereof  this  contract  has  been  executed  the  day  and  year  first 
above  written  by  Clyde  Co.,  and  by  Bos  &  O'Brien. 

Clyde  Co., 
By  A.  J.  Frey,  President. 

Bos  &  O'Brien, 
By  Gut  A.  O'Brien  and  James  H.  O'Brieic. 
Attest : 

T.  A.  Tacher,  Secretary. 
Witness : 

A.  H.  Markwart. 

Contract  Between   Clyde  Co.  and  Bos  &  O'Brien. 

Covering  the  construction  of  concrete  sidewall^s,  concrete  curbs,  and  concrete 
steps,  at  Clyde,  Contra  Costa  County,  Calif. 

Dated  San  Francisco,  April  14,  1919. 

This  contract,  made  and  entered  into  this  14th  day  of  April,  1919,  by  and 
between  Clyde  Co.,  a  corporation,  hereinafter  called  the  company,  and  Bos  & 
O'Brien,  a  copartnership,  composed  of  George  A.  Bos  and  James  H.  O'Brien, 
hereinafter  called  the  contractor,  having  their  principal  place  of  busim^ss  in 
the  city  and  county  of  San  Francisco,  State  of  California,  witnesseth  that : 

For  and  in  consideration  of  the  faithful  performance  of  the  covenants  and 
agreements  hereinafter  set  forth  as  obligatory  upon  each  of  the  parties  hereto, 
each  of  them  agrees  with  and  to  the  other  as  follows: 

Article  1.  Subject  to  the  conditions  hereof,  the  contractor  hereby  agrees  to 
furnish  all  labor,  plant,  and  equipment  necessary  to  make  and  construct  con- 
crete sidewalks,  concrete  curbs,  and  concrete  steps  at  Clyde,  Contra  Costa 
County,  Calif.,  for  the  consideration  and  under  the  conditions  and  stipulations 
hereinafter  set  forth,  under  the  direction  of  and  to  the  satisfaction  of  C,  E. 
Sloan,  engineer  of  the  company,  hereinafter  referred  to  as  the  engineer,  or  his 
representatives,  limited  by  the  particular  duties  intrusted  to  them,  and  in 
accordance  with  plans  prepared  for  said  work  by  said  engineer  and  spedfica- 
tions  herein  contained ;  the  term  "  engineer  "  to  include  any  successor  to  C.  E. 
Sloan  as  may  be  appointed  by  order  of  the  company. 

Art.  2.  (a)  The  work  shall  be  performed  under  the  direction  and  super- 
vision of  the  engineer,  who  shall  have  the  power  to  condemn  and  reject  any 
and  all  work  and  material  which,  in  his  opinion,  is  unsatisfactory  or  does  not 
conform  to  details,  drawings,  and  the  specifications ;  and  all  such  imperfect  or 
insuflicient  work  or  material  shall  be  Immediately  removed  or  remedied  in 
the  manner  and  to  the  extent  directed  by  the  engineer. 

(6)  The  mixing  and  laying  of  the  concrete  shall  be  done  in  accordance  with 
the  specifications  herewith. 

Art.  3.  The  contractor  shall  promptly  make  payments  for  all  mechanlOB 
and  other  persons  and  laborers  of  every  class  performing  labor  or  bestowing 
skilled  or  other  necessary  service  contributing  to  the  accomplishment  of  the 
work  required  by  this  contract,  and  shall  protect  and  indemnify  the  company 
against  any  and  all  such  claims. 

Art.  4.  The  engineer  may,  at  his  discretion,  from  time  to  time  direct  the 
order  In  which  and  the  points  at  which  the  work  shall  be  prosecuted,  and  shall 
exercise  such  control  over  the  conduct  of  the  work  at  any  time  or  place  as 
may  be  required,  in  his  opinion,  to  safeguard  the  interests  of  the  oompany. 
The  contractor  shall  Immediately  comply  with  and  follow  all  orders  and  in- 
structions given  by  the  engineer. 

Art.  5.  The  specifications  herein  contained  and  drawings  furnished  by  the 
engineer  are  intended  to  cooperate  so  that  any  work  exhibited  in  the  drawings 
and  not  mentioned  in  the  specifications,  or  vice  versa,  is  to  be  executed  the  same 
as  if  both  mentioned  in  the  specifications  and  set  forth  in  the  drawings  to  the 
true  intent  and  meaning  of  the  said  drawings  and  spedflcatlons  when  taken 
together. 
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Abt.  6.  In  all  operations  connected  with  this  work,  all  laws  and  regulations 
of  any  governmental  authority,  whether  Federal,  State,  county,  or  public 
agency,  applicable  to  said  work  shall  be  respected  and  strictly  complied  with 
l>y  the  contractor,  who  shall  keep  himself  informed  in  regard  thereto  in  order 
that  the  company  may  be  fully  protected  In  this  connection.  The  contractor 
shall  at  all  times  observe  and  comply  with,  and  cause  any  and  all  persons, 
firms,  or  corporations  employed  under  him,  to  observe  and  comply  with  all  such 
laws  and  regulations. 

Abt.  7.  The  contractor  shall  make  all  necessary  arrangements  with  the  rail- 
road company  for  the  use  of  sidetracks  and  grounds  in  the  vicinity  of  the  Clyde 
town  site. 

Art.  8.  The  workmanship  and  finish  on  all  of  the  proiwseil  work  shall 
be  equal  in  every  respect  to  the  best  American  practice.  The  contractor  shall 
employ  only  competent  and  skilled  men  to  do  the  work,  and  whenever,  in  the 
opinion  of  the  engineer,  any  man  on  the  work  is  incompetent,  unfaithful  or  dis- 
orderly, or  otherwise  unsatisfactory,  such  man  shall  be  immediately  discharged 
from  the  work,  and  shall  not  again  be  employed  on  It  except  with  the  consent 
of  the  engineer. 

Art.  9.  The  materials,  all  of  which,  as  hereinafter  provided,  will  be  fur- 
nished by  the  company,  will  be  suitable  for  the  purpose  for  which  they  are  in- 
tended and  the  best  of  their  respective  kinds,  and  subject  to  the  approval  of  the 
engineer.  Material  may  be  rejected  at  any  time  for  defects  which  may  be 
disclosed  or  which  may  develop  in  the  course  of  the  work,  and  if  put  in  place 
bef<»re  Its  defects  «re  discovered  shnll  be  torn  out  on  order  of  the  engineer. 

Art.  10.  The  contractor  shall  so  conduct  and  manage  the  work  as  not  to 
interfere  with  the  work  of  workmen  who  may  be  employed  by  the  company,  or 
injure  their  work ;  and  he  shall  cooperate  to  the  fullest  extent  with  such  work- 
men or  employees  of  the  company  in  the  doing  of  work  which  the  company  may 
be  doing  at  the  time  the  contractor  is  carrying  on  the  work  covered  by  this  con- 
tract. Any  difference  or  conflicts  which  may  arise  between  this  contractor  and 
the  workmen  or  employee^  of  the  company  in  regard  to  their  respective  work 
shall  be  adjusted  and  determined  by  the  engineer. 

Art.  11.  The  contractor  shall  save  harmless  the  company  from  all  liability 
for  injury  to  persons  or  property  in  any  way  occasioned  by  the  contractor,  his 
agents,  employees  or  subcontractors,  or  any  agent  or  employee  of  any  such 
subcontractor,  and  from  all  damages,  judgment,  costs,  charges,  expenses,  and 
attorneys'  fees  arising  or  to  arise  from  any  act  or  omission  of  any  of  the  said 
persons ;  and  further,  the  contractor,  at  his  own  cost  and  expense,  shall  procure 
and  maintain  policies  acceptable  to  the  company,  of  accident  insurance  issued 
by  the  State  compensation  insurance  fund,  or  by  other  carriers,  insuring  his 
total  liability  under  the  workmen's  compensation  insurance  and  safety  act  of  the 
State  of  California. 

'Art.  12.  The  contractor  shall  arrange  sufficient  safe  and  proper  facilities  at 
all  times  for  the  inspection  of  the  work  by  the  engineer  or  his  authorized  rep- 
resentatives, or  by  the  officers  of  the  company.* 

Art.  13.  The  work  under  this  contract  shall  be  commenced  within  three 
(3)  days  after  written  notification  from  the  engineer,  and  be  carried  forward 
with  all  possible  dispatch  and  completed  within  thirty-five  (35)  calendar  days 
after  the  date  of  said  notification,  subject  to  delays  beyond  the  control  of  the 
contractor. 

Art.  14.  (a)  The  contractor  sfiall  furnish  and  sui)ply  necessary  mixing  tools 
and  appliances  and  small  tools,  together  with  sidebojtrds,  fornifJ,  and  all  other 
accessories  and  appurtenances  which  may  be  require<l  for  the  mixing  and 
handling  of  the  material  and  preparing  the  subgrade  and  the  laying  of  the 
sidewalks,  curbs,  and  steps. 

(ft)  The  comjjany  will  furnish  materials — that  is,  the  cement,  sand,  rock, 
water,  and  color  only — in  railroad  cars,  at  either  Clyde  Station  or  the  bunkers 
at  Ohmer,  as  described  by  the  contractor. 

(c)  The  contractor  will  do  all  the  hauling  of  the  materials  and  other  necessary 
appliances  from  the  railroad  track  to  the  point  of  construction  on  the  street  and 
will  be  responsible  for  all  costs  and  charges  in  this  connection. 

Art.  15.  Neither  this  contract  nor  any  interest  therein  shall  be  transferred  or 
assigned  by  the  contractor  to  any  other  person,  persons,  firm,  or  corporation. 

Art.  16.  Should  the  contractor  be  gidlty  of  a  breach  of  any  of  the  conditions 
of  this  contract,  or  if,  in  the  opinion  of  the  engineer,  the  contractor  shall  delay 
or  neglect  the  work,  or  fail  to  perform  the  service  required  of  him.  or  fail  to 
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ftirniRh  suitable  and  adequate  equipment,  ui*  If  the  character  of  the  work  b^ni^ 
done  is  not,  in  the  opinion  of  the  engineer,  In  accordance  with  the  specifications, 
details,  drawings,  and  directions  as  given  by  the  engineer,  the  company  shall 
have  the  right  to  terminate  this  contract,  and  in  that  event  the  contractor  Bhall 
be  entitleil  to  receive  from  the  company  the  reasonable  value  of  the  work  done 
and  materials  incorporated  in  the  work  prior  to  such  termination. 

Abt.  18.  Grading. — (Jrading  shall  Include  all  such  surfacing  as  may  be  neces- 
sary or  required  to  bring  the  surface  of  the  street  to  the  required  grade.  The 
average  cut  and  till  made  by  the  contractor  shall  not  exceed  thickness  of  side- 
walks. Cut  and  fHI  for  stepping  and  curbs  shall  be  such  as  is  required  to  form 
same.  The  contractor  shall  do  whatever  trimming  and  shaping  as  may  be  re- 
quired and  do  all  sprinkling  and  rolling  necessary  to  prepare  the  subgrade  for 
the  reception  of  the  sidewalks. 

iS't<fet(?oi/i'«.— Cement  sidewalks  shall  be  constructed  at  the  places  indicated  on 
the  plans.  These  sidewalks  shall  be  of  the  size  and  dimensions  as  specified  on 
the  plans  and  shall  consist  of  a  sand  cushion  laid  on  the  properly  prepared  sub- 
grade  not  less  than  one  inch  (1")  In  thickness.  Upon  tlie  sand  cushion  shall 
be  laid  two  and  one-half  inches  (2^")  of  rammed  concrete,  which  shall  be 
composed  of  one  part  cement  to  two  and  one-half  {2\)  parts  sand  and  five  (5) 
parts  of  crushed  rock.  The  cement,  sand,  and  crushed  rock  shall  conform  in 
all  respects  to  material  standard  for  this  class  of  construction.  Upon  the  con- 
crete base  shall  be  laid  a  cement  top  finish,  one-half  Inch  (i")  in  thickness, 
composed  of  one  part  cement  to  two  parts  of  sand.  There  shall  be  mixed  with 
the  top  coat  suflicient  of  the  best  grade  of  English  Venetian  red,  In  the  propor- 
tions of  about  one  pound  of  color  to  one  barrel  of  cement.  The  top  surface  shall 
be  trowel  finished  and  creased  In  squares  of  about  two  feet  (2')  each.  The 
sidewalks  shall  have  a  uniform  slope  toward  the  curb  of  one-quarter  Inch  {\*') 
to  one  foot  <1'),  and  shall  be  placeil  to  such  grade  that  if  continued  to  curb 
line,  said  sidewalk  shall  be  at  the  same  grade  as  the  curb.  On  designated 
portions  of  Wellington  Avenue,  where  the  sidewalk  is  below  the  curb,  the  side- 
walk shall  have  a  slope  of  one-quarler  inch  (i")  to  one  foot  (1')  away  from 
the  curb.  Kxpnnslon  points  shall  be  provided  in  all  walks  and  shall  be  spaced 
not  more  than  twenty-five  feet  (25')  apart.  The  joints  shall  extend  across  the 
walk  on  a  line  at  right  angles  to  the  side  of  the  walk.  The  joint  may  be  made 
of  tarred  paper. 

The  concrete  after  mixing  shall  be  evenly  spread  and  well  rammed  and 
thoroughly  compact.  No  points  of  riK'k  shall  project  more  than  one-half  inch 
(i")  above  the  general  surface.  The  surface  of  the  concrete  used  in  making 
the  concrete  foundation  shall  not  be  ramme<l  smooth,  but  shall  have  a  rough 
surface  so  that  in  floating  the  top  coat  upon  the  foundation  a  perfect  bond  will 
be  formed  between  the  concrete  and  the  top  coat.  In  the  initial  set  and  first 
troweling  the  top  coat  shall  be  left  squlte  stiff.  It  shall  then  be  troweled 
again  and  polished  (hard  finished).  The  surface  shall  be  covered  with  sand 
or  earth  and  watered  at  least  once  a  day  until  properly  cured. 

Steps  and  curbs. — Steps  and  curbs  shall  be  constructed  in  accordance  with 
the  above  specifications,  where  same  are  applicable. 

Abt.  19.  In  consideration  of  the  faithful  performance  of  all  of  the  obligations 
herein  binding  upon  the  contractor  the  company  will  pay  to  the  contractor  the 
following  sums,  on  certificate  of  the  engineer  in  the  manner  hereinafter  de- 
scribed : 

(a)  For  the  grading  and  preparation  of  the  subgrade  and  laying  of  the 
sidewalk  complete,  per  square  foot,  $0,075. 

(b)  For  grading  and  preparing  the  subgrade  and  mixing  and  placing  concrete 
steps  complete,  per  linear  foot,  $0.35. 

(0)  For  grading,  preparing  the  subgrade,  placing  and  mixing  concrete  curbs 
complete,  per  linear  foot,  $0.20. 

id)  Payments  will  be  made  In  semimonthly  installments  within  five  (5) 
days  after  the  first  (1st)  and  fifteenth  (15th)  of  each  calendar  month  as  the 
work  progresses,  in  sums  equal  to  seventy-five  per  cent  (75%)  of  the  value  of 
the  work  done,  as  determined  by  the  engineer,  and  the  balance  of  twenty-five 
per  cent  (259f^)  of  the  total  contract  price,  as  determined  by  the  amount  of  the 
work  accomplished  under  this  contract,  at  the  total  unit  price  herein  provided 
to  be  paid,  thirty-five  (35)  days  after  the  final  completion  of  the  contract  and 
acceptance  of  the  work  by  the  engineer,  provided  that  no  more  than  seventy- 
five  per  cent  (75%)  of  the  whole  contract  price,  including  extra  work,  shall 
be  paid  prior  to  said  thirty-five  (35)  day  payment,  and  provided  further  that 
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Wkt  the  time  of  the  final  payment  the  said  premises  shall  be  free  from  all  liens 
«tnd  claims  chargeable  to  the  contractor,  and  *provideclI  further  that  the  con- 
tractor shall  have  submitted  satisfactory  evidence  to  the  company  that  all 
claims  against  the  contractor  have  been  fully  discharged. 

Abt.  20.  The  following  are  the  approximate  quantities  of  work  to  be  per- 
formed under  the  terms  of  this  contract: 

Sidewalks,  2  feet  in  width,  to  be  determined. 

Sidewalks,  4  feet  in  width,  12,160  linear  feet. 

Sidewalks,  5  feet  in  width,  350  linear  feet. 

Sidewalks,  8  feet  in  width,  1,970  linear  feet. 

Steps,  4  feet  In  width,  1,000  linear  feet. 

Curbs,  6  inches  in  thickness,  500  linear  feet. 

The  company  reserves  the  right  to  inci^ase  or  decrease  the  amounts  of  work 
herein  mentioned.  Should  the  amount  of  work  be  increased,  it  shall  be  paid 
for  at  the  price  set  forth  herein.  Should  the  iiraount  be  decreased,  no  claim 
shall  be  made  by  the  contractor  for  anticipated  profits,  costs  or  other  charges 
in  connection  with  that  portion  of  the  work  which  may  be  eliminated.  No 
sidewalk  shall  be  less  than  2  feet  (2')  in  wldtlL 

Art.  21.  Coincident  with  the  signing  of  the  contract  in  quadruplicate  by  the 
contractor,  he  sliall  deliver  to  the  company  ten  (10)  shares  of  the  common  stoctk 
of  Spt^riT  Flour  Co.  of  the  par  value  of  one  hundred  dollars  ($100.00)  per  share, 
with  which  to  secure  the  complete  and  faithful  performance  of  the  entire  con- 
tract in  acx*ordance  with  each  and  every  requirement  of  the  specifications,  and 
secure  the  payment  in  full  of  the  claims  of  all  persons  performing  labor  upon,  or 
furnishing  plant,  equipment,  mixing  tools,  appliances,  small  tools,  and  accessories 
to  he  used  in  the  work  as  specified  or  required,  and  to  protect  the  company 
ajrainst  all  liability  for  injury  to  persons,  employees,  or  property,  and  when  the 
contractor  shall  have  completely  and  faithfully  performed  the  said  contract  and 
satisfied  the  claims  of  all  persons  performing  labor  upon,  or  furnishing  plant, 
equipment,  njixing  tools,  appliances,  small  tools,  and  accessories  to  he  used  in 
tlie  work  as  specified  or  required,  imd  for  injuries  to  persons,  employees,  or 
proi)erty,  the  said  collateral  shall  be  returned  to  the  contractor:  otherwise  the 
<*ompany  is  hereby  siiecifically  given  the  right  to  sell  any  part  or  all  of  the 
said  collateral  to  satisfy  claims  made,  and  to  compensate  the  company,  on 
accoimt  of  nonperformance. 

Art.  22.  Should  any  discrepancy  appear  in  this  contract  or  should  any  mis- 
understanding arise  as  to  the  import  of  anything  contained  herein,  the  matter 
nia.v  be  referred  to  the  general  manager  of  the  company,  who  shall  decide  the 
same  in  accordance  with  its  true  intent  and  meaning  as  construed  by  him. 
Said  general  manager  shall  decide  all  questions  which  may  arise  between  the 
parties  relative  to  the  said  work  or  construction,  or  meanlnjl:  of  any  of  the 
provisions  and  stipulations  contained  in  this  contract  or  the  sufficiency  of  per- 
formance; and  his  decision  in  writing  shall  be  final  and  binding  upon  both 
parties  to  this  contract. 

In  witness  whereof,  this  contract  has  been  executed  on  the  day  and  year 
first  above  written  by  Clyde  Co.  and  by  the  contractor. 

Clyde  Company, 
By  A.  J.  Frey.  President. 

Boss  &  O'Brxen, 
By  George  A.  Boss. 
Attest : 

Thomas  A.  Thacher, 

Secretary. 
Witness : 

Winifred  Kerr. 
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Siutement  of  toioinfj  (if^atB,  dintrU't  So.  7. 

[Sept.  8, 1919.] 


Vo. 
No. 


8911 
151 
152 
180 
184 
187 
203 
388 

539 
817 
305 
427 
580 
581 
582 
522 
852 


1807 
831 
942 
950 


1104 
1412 
1413 
1428 
831 
1209 
1210 
1614 


2047 
2048 
2068 
2848 

1286-7 
1291 

1451 
4657 
8661 

2406 
2681-2 
3740 
4287 
3367 
3625 

5150 


E-S68 
E-637 
E-430 
E-176 
£-639 


Date. 


1918. 
Dec.  20 
Feb.     1 

...do 

Feb.  13 

. . .do. . . , 

. .  .do. . . . 

Feb.  14 

.*pr.    5 

May     2 

June  1 
Mar.  14 
Apr.  13 

[June    6 

June  7 
June    1 


July  17 

June    1 

Juno    6 

do .. 


June  17 
July  1 
July     1 

...do 

June    1 

uno  21 


Y 


July     8 


July  22 

. .  .do 

— do . . . . 
Aug.  17 

June  28 
July     1 

Aug.  2 
Sept.  24 
Dec.  16 

Aug.  6 
Aug.  13 
Sept.  6 
Sept.  13 
Auk.  23 
Sept.   5 

Oct.     5 

1919. 
Feb.  13 
Feb.  6 
Jan.  23 
Jan.  7 
Feb.    6 


Payee. 


Hammond  Lumber  Co. 
Steamer  Yellowstone . . 

do 

James  Magee 

.\llen  «t  Lewis 

C.  A.Smith 

Coos  Bay  Lumber  Co. . 
do 


Eureka  Boiler  Works 

Shipowners  <Sc  Merchants  T.  B. 

Eureka  Boiler  Works 

Steamer  Yellowstone 


Ship 
Na 


} 


330 
426 
426 
426 
426 
426 

426 


Allen  &  Lewis. 


Krnse  &  Banks 

Coo6  Bay  Lumber  Co. 


Tug  Gleaner 

Steamer  Yellowstone. 

Allen  &  Lewis 

Coos  Bay  Lumber  Co. 


Tug  Gleaner 

Allen  &  I-«wis 

Merchants  &  Sliipowners  T.  Co. 

Allen  &  I/ewis 

Steamer  Yellowstone 

Allen  &  I^wis 

Coos  Bay  Lumber  Co 


Wages  of  crew 

Return  fare  to  crew. . . 

Allen  <&  Lewis 

Coos  Bay  Lumber  Co. 


Crew 

Coos  Bay  Lumber  Co. 


Allen  &  Lewis 

Steamer  Yellowstone 

Shipowners  &  Merchants 
B.  Co. 

Crew 

Allen  &  Lewis 

Coos  Bay  Lumber  Co 

S.  &  O.TngBoatCo 

Crew 

Coos  Bay  Lumber  Go 


Allen  4e  Lewis. 


426 
426 
427 
427 

427 

427 

427 


427 
428 
428 
428 


428 

428 
428 
428 
429 

429 

429 


430 
430 
430 
430 

451 
451 

451 
451 
451 

452 
452 
452 
452 
453 
453 

453 


Item. 


Towing,  Eureka  to  San  Francisco... 

Freigjht  on  boiler,  e  tc 

Freight  on  water  tank 

Pilotage  to  sea  from  Marahfleld 

Supplies  for  crew 

Fuel  for  donkey  engine 

Towing  Marshfleld  to  San  Francisco 

Bay,  $2,450.00;  less  credit  for  cargo, 

S3,5i2.55. 

Rent  for  temporary  boiler 

Bay  points  to  China  Basin 

Cost  of  temporary  boiler 

Freight  on  touring  equipment 


Supplies  for  crew. 


Install  temporary  boilers,  etc 

Towing  Marshfleld  to  San  Frandaco 
Bay.  SL331.25;  less  cargo  carried. 

Towing  out  of  Coos  Bay 

Freight  on  towing  equipment 

Supplies  fffl"  crew 

Towing  Marshfleld  to  San  Francisco 

Bay.  $1,735.90;  less  cargo  carried, 

$4,985.25. 

Towing  out  of  Coos  Bay 

Supplies  for  crew 

Towing  Bay  to  China  Basin 

Meat  for  crew 

Frei^t  on  towing  equipment 

Meat  and  groceries 


Towing  Marshfleld  to  San  Fnmcisoo, 
$3,304.20:  less  cargo  carried, 
$3,267.16. 


Supplies  for  ere  w 

Towing  to  San  Francisco,  $3,124: 

less  cargo  carried,  $4,335.20. 

Wages  and  return  fare 

Towing  to  San  Francisoo,  $1,868.75; 

less  carso  carried,  $3,236.81. 

Supplies  for  crew 

Fre&ht  on  towing  equipment 

Towing,  Bay  Point  io  estuary 


Amomt. 


$861.49 

67.ffi 

17. » 

107. « 

$.» 

U,0rL55 


9S.» 
300.66 

i,i5ao» 

125l56 

1291  sa 

427.27 
I  3,486.70 


5Q0lO» 

706.90 

43.80 


195l6$ 
22&12 
1.50.00 
42.94 
534.98 

97.81 

37.04 


709.49 

13&00 

103.61 

1.21L2Q 

997.78 
M,368L0$ 

11&50 
4S.8S 
200101) 


Wages  and  return  f^u^ 667.5$ 

Supplies ; '  5$.  00 

Towing  to  San  Francisoo. I  2,S39.17 

Towing  to  estuary '  35aOD 

Wages  and  return  fare 673.72 


Towing  to  3an  Francisco,  $2,433.30: 

less  cargo  carried,  $3,911.10. 
Supplies 


il,477-« 
70l16 


TugWolyerme '    454  i  Taking  out  pilot 


lf« 


Rolph  Navigatton  &  Coal  Co. . .   1286  |  Towing,  Coos  Bay  to  San  Francisoo 

Allen  «t  Lewis '2130 

Crew 2130 

Rolph  Nayigation  &  Coal  Co . .   2130  ' 

i 


5a  00 

10,425.00 

Supplies 117.90 

Wages  and  return  fare '       90&O6 

Towing,  Coos  Bay  to  San  Francdsco.i    5,000.  S3 


I 


Total. 


18,002.31 


»  Profit. 
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Hulls  at  TAberty  concentration  mooring. 


Builder. 

Contract  No. 

Hull 
No. 

Type. 

Senicia  ShipbulldinE  Co 

81  W.H 

488 

22H1 

435 

2157 

2158 

2259 

* 
Steamer  hull. 

'H'&Tnmand  i/urnhflr  TrO 

327W.H 

65  W.  H.  and  519  W. 

H. 
325  W.   H.  and  519 

W  H 

325  W.'  H.  and  519 
W.H. 

326  W.  H 

Do. 

I^ulton  Shlpbulldlnff  Co 

Hough    barge    forecastle    and 

brid^  deck  inclosure. 
Barge  poop  and  forecastle. 

Steamer  hull. 

Do 

Do 

"R&lph  J.  Chandlf^r  . 

Flush  deck  barge. 

Hulls  to  be  moved  to  concentration  yard  exclusive  of  those  at  Coos  Bay. 


Builder.                 Contract  No.   ^^ 

1                      1 

Type. 

Present  location. 

Kulton  Shipbuilding  Co....;  513  W.   H.     2846 

and     519 
W  H         1 

Ralph  J.  Chandler '  326W.H...|  2260 

Benlcia  Shipbuilding  Cor-  |  338 W.  H...'  2220 

Flush  deck  barse 

Builder's  yard. 
Do. 

Barkentlne  hull 

do 

Do. 

poratiai. 
ffaTFTiPond  T'UmbAr Co. . .  .   ^^W.ff...   ^^^^ 

Steamer  hull 

On  way  to  cancentration 

\                      '■ 
Do do 1  2263 

Barkentine  hull 

yard.' 
Builder's  vard. 

Kolph  ShlpbuUdlng  Co 188W.  H... 

Do ' do 

1214 

1215 
2378 
2379 
2380 

431 

2131 

2132 

454 

2190 
2191 
2192 
2193 
1287 

Barge  'velth  poop  and  fore- 
castle. 
Steamer  hull 

Do. 
Do. 

-    Do 386W.H... 

Barkentine  hull 

Do. 

Do ' do 

do 

Do. 

Do 459  W.H... 

do 

Do. 

Hulls  at  Coos  Bav: 

Kruse  &  Banks  Steam- 
boat Co. 

Do 

64W.H.... 

• 

3nw.  H... 
....  .do. ..... 

Hough    barge    forecastle 
and  bridge  deck  inclo- 
sure. 

Steamer  bull 

R.  F.  wharf. 

Builder's  yard. 
Do, 

Do 

do 

Coos  Bay  Shipbuilding 
Co. 

Do 

72W.H.... 
333  W.  H... 

Hough    barge    forecastle 
and  bridge  deck  inclo- 
sure. 

Steamer  hull 

Concentration  mooring. 
Do. 

Do 

do 

do '..'.'.'..'..'.. 

Railroad  wharf. 

Do ' do 

Do do -- 

Barge  poop  and  forecastle. 

Flush  dATK  hanrn 

Concentration  mooring. 
Builder's  yard. 
Cotncentrfttion  moorinj?- 

Do 

201  W.  H... 

Steamer  hull 

All  vessels  at  Coos  Bay  have  been  ordered  removed  to  Liberty  concentration 
mooring. 

Sbptembeb  8,  1919. 

(The  following  data  requested  of  witness,  and  which  he  was  un- 
able to  furnish  during  his  testimony,  together  with  letter  of  trans- 
mittal, is  as  follows:) 

United  States  Shipping  Board  Emergency  Fleet  Corporation, 

San  Francisco,  Calif.,  Septcmbei'  12,  1919. 

To:  Hon.  Joseph  Walsh,  chairman  Select  Committee  of  the  House  of  Repre- 
sentatives investigating  the  operations  of  the  United  States  Shipping  Board 
and  Emergency  Fleet  Corporation,  Washington,  D.  C. 

From:  George  D.  Reed,  district  comptroller,  Southern  Pacific  District. 

1.  During  an  executive  session  of  your  committee,  held  on  September  9,  1919, 
you  requested  that  I  supply  certain  additional  information  relative  to  the  opera- 
tions of  the  Emergency  Fleet  Corporation  in  the  Southern  Pacific  District. 

2.  I  take  pleasure  In  transmitting  to  you  herewith  this  information,  which  is 
of  the  following  description: 

I.  List  of  stockholders  of  the  United  States  Steel  Shipbuilding  Corporation^ 
San  Diego,  Calif. 
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II.  You  requested  a  record  of  any  transactions,  that  I  might  have,  between 
the  United  States  Steel  Shipbuilding  Orporation,  San  Diego,  and  €SeDeni 
Contractors  Supply  Co.  of  Chicago,  and  I  attach  copies  of  one  letter  and  of 
three  telegrams,  which  comprise  the  complete  Information  on  file  in  this  ciSBet 
relative  to  General  Contractors  Supply  Co. 

III.  List  of  stockholders  of  the  Oakland  Water  Front  Co.,  San  Frandsca 
(List  attached.) 

IV.  Copy  of  United  States  Steel  Shipbuilding  Corporation's  contract  with  tbe 
Emergency  Fleet  Corporation.  Attached  is  copy  of  that  contract,  which  was 
known  as  contract  No.  171  S.  C.  I  also  attach  copy  of  vice  president  and  gei- 
eral  manager  Charles  Piez's  letter  of  April  15,  suspending  that  contract 

Trusting  that  you  will  find  these  in  accordance  with  your  requirements. 
Cordially  and  respectfully, 

G.  D.  Reed, 
District  Comptroller. 

CONTRACT   NO.    171    S.   C. — FORFjaTl'BE. 

April  15, 1918. 
Registered. 

U.  S.  STEacL  Shipbuilding  Corporation, 

San  Diego,  Calif. 

Gentli<:men  :  This  is  to  confirm  telegram  of  this  date  sent  you,  reading  as 
follows : 

"  Progress  of  work  under  contract  number  one  hundred  seventy  one  S.  C 
dated  January  nineteen,  nineteen  eighteen,  is  not  satisfactory  to  this  corpora- 
tion; pursuant  to  provisions  of  article  five  of  said  contract  it  is  hereby  de- 
clared forfeited." 

Contract  No.  171  S.  C.  is  dated  January  19.  1918.  It  provides,  among  other 
things,  that  you  shall  furnish  a  surety  bond  in  the  sura  of  $600,000,  condi- 
tioned upon  a  full  and  complete  performance  by  you  of  each  and  all  of  the 
undertakings  of  the  contract.  Such  bond  has  not  been  furnished.  Tlie  coo- 
tract  provides  in  paragraph  four  (4)  of  Article  II  that  you  shall  have  avail- 
able in  cash  out  of  your  own  funds,  exclusive  of  what  you  are  to  receive  from 
the  owner,  amounts  from  time  to  time  aggregating  a  total  of  $299,200,  or  sucb 
additional  amounts  as  the  owner  may  require.  You  have  not  furnished  evi- 
dence of  having  that  amount,  or  any  part  thereof,  on  hand. 

It  is  provided  in  paragraph  four  (4)  of  Article  II  that  you  shall  create 
a  trust  in  favor  of  the  owner  which  shall  constitute  a  first  lien  upon  your 
interest  in  the  lease  from  the  city  of  San  Diego  of  the  property  upon  which 
it  is  proposed  to  build  your  shipyards.  You  have  not  complied  with  the  fore- 
going as  well  as  the  other  provisions  in  the  same  paragraph  relative  to  said 
trust. 

It  is  apparent  from  the  lack  of  progress  you  have  made  and  the  statements 
of  your  officers  relating  to  your  financial  and  other  difficulties  that  the  ship- 
yard can  not  be  completed  within  one  hundred  and  fifty  days  from  January 
19,  1918,  as  provided  for  in  paragraph  one  (1)  of  Article  I  of  the  contract 
It  is  further  apparent  from  your  lack  of  progress  and  because  of  the  reasons 
above  stated  that  the  vessels  can  not  be  constructed  and  delivered  within  the 
times  provided  for  in  paragraph  two  (2)  of  Article  I  of  the  contract. 

The  foregoing  are  specific  Instances  in  which  the  progress  of  the  work  is  not 
satisfactory  to  this  corporation,  but  they  are  not  intended  to  exclude  other 
respects  in  which  the  progress  is  unsatisfactory. 

Pursuant  to  the  provisions  of  Article  V  of  said  contract  No.  171  S.  C,  dated 
January  19,  1918,  the  progress  of  the  work  not  being  satisfactory  to  the  owner 
in  the  above-mentioned  respects  and  in  other  respects,  the  said  contract  is 
hereby  declared  forfeited.  The  owner  will  not  exercise  its  right  to  enter  into 
the  shipyard  and  take  possession  of  it. 

You  will  promptly  return  your  copy  of  the  contract  together  with  all  plans 
and  specifications  and  other  documents,  if  any,  heretofore  furnished  you. 
Yours  very  truly, 

Charles  Pisz, 
Vict  President  and  General  Manager. 
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San  Fbancisoo,  September  il,  1919. 
IH strict  Comptroller  Oeo&ge  D.  Rekd, 

United  States  Shipping  Board,  Em^ergency  Fleet  Corporation^ 
San  Francisco,  Calif. 

(Attention  of  Mr.  Walker.) 

X>£AB  Sib:  In  reply  to  your  letter  of  September  10,  HSW.-OMO.  requesting 

l^st  of  stockholders  of  the  Oakland  Water  Front  Co.  beg  to  state  that  the  stock- 

liolders  of  that  corporation  are  as  follows: 

Sbarea 

I^adflc  Improvement  Co 19, 599 

B.  S.  Pillsbury,  Standard  Oil  Building,  San  Francisco 5 

Vanderlynn  Stow,  608  Insurance  Exchange  Building,  San  Francisco 5 

A.   F.  Morrison,  Crocker  Building,  San  Francisco 5 

A.    B.  Hammond,  Newhall  Building.  San  Francisco 5 

\V.    S.  Burnett,  Newhall  Building,  San  Francisco 5 

S.   T.  Gage,  1476  Harrison  Street,  Oakland 20 

O.  B.  Green,  Crocker  Building,  San  Francisco 38 

Crocker  Estate  Co.,  Crocker  Building,  San  Francisco 6,978 

H.  E.  Huntington,  61  Broadway,  N.  Y 3,548 

Wm.  H.  Crocker,  Crocker  National  Bank,  San  Francisco 5 

Mrs.  A.  D.  Huntington  (same  as  H.  E.  Huntington) 3,601 

Maud  Hopkins  Clark,  3500  Clay  Street,  San  Francisco 803 

*riie  Board  of  Trustees  of  the  Leland  Stanford  Junior  University,  608 

Insurance  Exchange  Building,  San  Francisco 7,269 

L«eon  Sloss,  Alaska  Commercial  Building,  San  Francisco 5 

Jennie  Crocker  Whitman,  Shreve  Building,  San  Francisco 83i 

Kuiily  B.  Hopkins,  354  Pine  Street,  San  Francisco 911 

Olias.  T.  Crocker,  Shreve  Building,  San  Francisco 83i 

J.  B.  Haggin,  910  American  National  Bank,  San  Francisco 250 

Francis  Burton  Harrison,  care  of  Henry  T.  Scott,  Shreve  Building,  San 

Francisco 27 

Jessie  S.  Taylor,  Franklyn  Trust  Co.,  166  Montague  Street,  Brooklyn, 

N;    Y 76 

Helen  S.  Armstrong,  FYanklyn  Trust  Co.,  166  Montague  Street,  Brook- 
lyn, N.  Y 76 

Mary  S.  Harkness,  Franklyn  Trust  Co.,  166  Montague  Street,  Brook- 
lyn, N.  Y ^ 76 

Jessie  StiUman  Taylor,  Franklyn  Trust  Co.,  166  Montague  Street,  Brook- 
lyn, N.  Y 76 

Helen  Stlllman  Armstrong,  Guaranty  Trust  Co.,  New  York  City 76 

Mary  Stlllman  Harkness,  26  Broadway,  New  York  City 76 

Francis  Burton  Harrison  and  Henry  T.  Scott,  trustees  for  Virginia 

Randolph  Harrison,  Shreve  Building,  Sari  Francisco 27 

Francis  Burton  Harrison  and  Henry  T.  Scott,  trustees  for  Barbara  Har- 
rison, Shreve  Building,  San  Francisco 27 

Whitney  Palache,  125  Trumbull  Street,  Hartford,  Conn 145 

Llda  J.  Garber,  2706  Clareniont  Avenue,  Berkeley,  Calif 348 

Juliet  G.  Stringham,  2706  Claremont  Avenue,  Berkeley,  Calif 301 

Harry  L.  Tevis,  910  American  National  Bank  Building,  San  Francisco-  57 
Harry  L.  Tevis,  trustee,  910  American  National  Bank  Building,  San 

Francisco 57 

Gordon  Blanding,  Belvedere,  Calif 56 

Louise    T.    Sharon,    910    American    National    Bank    Building,    San 

Francisco 66 

Mercantile  Trust  Co.,  trustee,  San  Francisco 25 

John  Garber  Palache,  care  of  Hartford  Fire  Insurance  Co.,  Hart- 
ford,  Conn 52 

James  Palache,  care  of  Hartford  Fire  Insurance  Co.,  Hartford,  Conn_«  52 
Helen  Whitney  Palache,  care  of  Hartford  Fire  Insurance  Co.,  Hart- 
ford,   Conn 52 

S.  F.  B.  Morse,  Crocker  Building,  San  Francisco 28 

Central  Union  Trust  Co.,  of  New  York,  as  trustee  under  will  of  Chas. 

W.  Tweed,  deceased,  for  Helen  M.  Tweed,  New  York  City 40 

177068— 20— PT 1 63 


994  SHIPPIKO  BOARD  OPERATIONS. 

Central  XJnion  Trust  Ck>.,  of  New  York,  as  tmstee  for : 

Helen  Wadaworth  ^ l — .-  C 

Katberlne  W.  Tweed 6 

Mary  W.  Tweed l- 6 

Harrison  Tweed • 

Regents  of  University  of  California 5»41!8 


Total   shares 50,000 

You  will  observe  that  the  Pacific  Improvement  Co.  is  the  largest  stoddMriito 

of  the  Oakland  Water  Front  Co.    One-half  of  the  stock  'of  the  Pacific  ImprotV' 

ment  Co.  is  owned  by  the  regents  of  the  University  of  California,  one-fooilh 

by  the  trustees  of  Stanford  University,  and  one-fourth  by  the  Crodcor  Estate  d. 

Trusting  that  this  gives  you  the  information  you  desire  in  this  matter,  I  an. 

Very  truly,  yours, 

EablH.  Pm, 
OottfMeJ  for  Oakland  Water  Front  Co, 


DovSB,  Del..  Fehntary  27,  1918. 
United  States  Shifpino  Boabd, 

San  FranciBoo,  CaUf, 

Gentlemen  :  In  confirmation  of  my  telegram,  beg  to  advise  the  Goieral  OSB- 
tractors  Supply  Co.  filed  its  certificate  in  this  office  December  6,  1917,  with  n 
authorized  capital  stock  of  $25,000,  par  value  $100,  and  the  foUowing-namei 
incorporators,  with  the  number  of  shares  subscribed  for  by  each:  Harris  J. 
Frank,  Chicago,  til.,  5  riiares ;  Charles  J>.  Howe,  Chicago,  111.,  5  shares ;  Otto 
E.  Freund,  Chicago,  111.,  5  shares.  The  Delaware  agent  of  the  corporation  li 
Corporation  Charter  &  Trust  Co.,  927  Market  Street,  Wilmington,  Dd.,  wftli 
offices  also  at  1409  Lumber  Exchange  Building,  Chicago,  111. 
Very  truly,  yours, 

EhTEBETT  C.  Johnson, 

Secretary  of  Slate. 


[Telegram.] 

DovBB,  Del.,  February  27. 
United  States  Shipping  Boaed  Emergency  Fleet  Cobpobation, 

San  Francisco,  CoUf. 

Certificate  of  Incorporation  General  Contractors  Supply  Co.  filed  December 
6,  1917.  Authorized  capital  $25,000.  Harris  J.  Frank,  Charles  D.  Howe,  aad 
Otto  E.  Freund,  all  of  Chicago,  111.,  subscribing  for  five  shares  each  par  value 
$100. 

Everett  C.  Johnson, 

Secretary  of  State. 

Springfield,  III.,  February  26,  1918. 

Unitbd  States  Shipping  Board  Emergency  Fleet  Corporation, 

San  Francisco,  Calif. 

€leneral  Contractors  Supply  Co.  incorporated  in  IMaware  and  licensed  in 
Illinois  as  foreign  corporation  December  29,  1917. 

Sbcbetakt  or  Staik 

[Tdegram.] 

February  25, 191& 
Sbgbbtaby  of  State, 

SpringPeld,  IlL 

When  was  General  Contractors  Supply  Co.  Incorporated?    What  capital  tod 
what  subscribers,  and  who  were  Incorporators?    Wire,  collect. 

United  States  Shipping  Board  Emergency  Fleet  Corporation. 
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IA8t  of  9Ub9erib€rg  of  UnUed  States  Steel  ShiphuUdinff  Corporatiott. 


Kame. 


OiMiiUDr  RcnJ.  r  , 


ly,  Ttmothy. 
,  D.  H 


Q*  ^ 

m  Le» 

PirklDSoii,  Jno. 

Tilurtwiy,  L . . . . . 


CHildws,  8.  M.. 
Shield*,  B.  P.. . 
Twoliy,  JohxiD. 
K]llott,R.T.... 


S. 


YoTOg,  Jno  8 
WjQsoo^  0.  jC. 
WM^kir,  Adam  J.. 
WMdcr,  AdsmF. 


lAdumy,  Edmond  J. 

DsMsel,  Andrew 

Oeiger.Bllis 


Ifathias  &  SuUivftn. 

Renm,  Oscar  A 

Biahop,  H.  H 

Borldiardt,  Wm 


Erlcson.  John 

Clark,  A.  Sheldon. 
Swanson.T.  B... 
Cory,  Jdin  D 


Hoorhouse,  W.  R. 

Pike,  EtiANie. 

Varston,  jobn  A.. 


Bennett.  Frank  I. 
MHchell,  FeUx 


Address. 


536  Title  Insurance  Building, 

Los  Aniceles.  Calif. 

Los  Angwes,  Calif 

doTT. 

Roaslyn  Hotel,  Los  Angeles, 

Calff. 

do 

Los  Angeltf,  Calif 

Title  Insoranee  Bufidhig,  Los 

Angeles.  OaUf. 
Los  Angdes,  Calif 


Remarks. 


Land  and  investment . 
Ottopeiatar 


A  tt  omey - 

Owner  Rosriyn  Hotel. 


Hotel 

Transf^. 

Arehiteet  and  builder . 


Title  Inaonmoe  Buildini,  Loa 

Aaalea,Ci^U. 
San0isgb,Oalif. 


.do. 
.do. 


CM»itaUst;direetar  Los  Angeles 
Trust  &  Savfogs  Bank,  nines 
and  lands. 

Stoeks  and  bonds 


.do.. 

.do. 

.do. 


Saa  Piego  (formerly  of  City 

B,  •■'■ 
Chicago). 


Hall      Square      Building, 


21    North   La   Salle   Street, 

Chicago,  m. 
2322    Wtfit    TweUth    Street, 

Chicago.  IB. 
Conway  Building,  Chicago. . . 


do. 

Chicago,  lU , 

fll.'Sl^erfdan  Road,  Chicago. , 
City  Hall,  Chicago 


.do. 


Conway  Building,  Chicago 

do. 

Insurance  Exchange  Building, 

Chicago,  111. 

do. 

City  Hall  BuUdfaig, Chicago.. 
City  Hall  Square  Bulldhig, 

Chicago,  III. 
City  Hall.  Chicago. 


Contractor;  owner  American 

National  Bank  Building. 
Twohy  Bros.  Construction  Co., 

main  office,  Portland,  Oreg. 
Retired  lawyer,  shipbuilder; 

formerly  of  Victoria,  British 

Columbia. 

Contractor 

Grain  dealer 

Investments 

Rnc^eer    and    shipbuilder, 

formerly  harbor  master  of 

Chicago. 
Contractor 


President  Drsssel  Commercial 
&  Savings  Bank,  Chicago. 

Real  estate,  ex-member  eity 
council. 

Lawyers 


Manufacturer 

Deputy  commissioner  of  public 
worlrs. 

City  engineer 

Manager  Sinclair  Oil  Co 

Contractor 

Cory,  Moorhousc  &  Co 


.do.. 


Chicago,  111.. 


Cashing,  L.  K ,  Illinois  Electric  Co.,  Chicago 


Wackier,  Catharine. 
King,O.M.... 


City  Hall  Square  Building, 

ChicQgo.  111. 
Chicago,  111 


Capitalist,  city  comptroller. . . 


Lawyer,  commissioner  of  pub- 
lic works. 


President  Illinois  Electric  Co^ 
of  Chicago  and  Los  AngeleS. 


Shares. 


GOO 

100 
500 
250 

750 
2S0 
250 

500 


100 
500 
500 

250 


260 
200 
500 
500 


flOO 

500 

000 

250 
260 
200 
100 

100 
100 
100 
100 

100 
100 
100 

100 

100 
100 

100 

100 


Total  10,000  shares  at  par  value  of  1100  each  subscribed  for  at  175  per  share. 
Total  subscription  list  aggregates  t75O,O00. 

Contract  No.  171  S.  C,  Hult*  Nob.  1091-1004,  Inclusive. 

Contract  made  this  10th  day  of  Janttary.  1918,  between  U.  S.  Steel  Ship- 
building Corporation,  a  corporation  organized  under  the  laws  of  the  State  of 
California,  party  of  the  first  part  (herein  called  the  contractor),  and  the 
United  States  Shipping  Board  Emergency  Fleet  Corporation,  a  corporation 
organized  under  the  laws  of  the  District  of  Columhia  (herein  called  the  owner), 
representing  the  United  States  of  America,  party  of  the  second  part. 

For  valuable  consideration,  the  receipt  of  which  is  hereby  acknowledged  by 
both  partiles,  and  in  consideration  of  the  mutual  promises  of  the  parties,  it  Is 
agreed  as  follows: 

I.  1.  Shipyard. — ^The  contractor  agrees  to  construct,  equip,  and  maintain, 
upon  a  suitable  site,  a  complete  shipbuilding  plant,  including  office  buildings, 
8h<^>s,  building  slips,  plant  equipment,  and  appurtenances,  including  arrange- 
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ments  for  adequate  fire  protection,  adequate  to  asisure  the  coii8tractioD»  con 
pletion,  and  delivery  of  the  vessels  under  the  terms  and  at  the  times  hereit 
provided,  said  plant  to  be  substantially  completed  in  one  hundred  fifty  (190) 
4ays  from  date  of  execution  of  this  contract 

The  contractor  is  the*  assignee  from  Benjamin  F.  Graham  of  a  lease  nude 
and  entered  into  on  October  8,  1917,  by  and  between  the  City  of  San  Diego,  a 
municipal  corporation  in  the  county  of  San  Diego,  State  of  California,  for  tlie 
period  of  fifty  (50)  years  from  and  after  the  first  day  of  January,  1918,  of  a 
tract  of  approximately  fifty  (50)  acres  lying  on  San  Diego  Bay,  said  lease 
being  recorded  in  Book  of  Leases  No.  13,  page  278,  and  said  assignment  dated 
November  21,  1917,  being  recorded  on  November  24,  1917,  in  Book  of  Asapk- 
ments  of  Mortages  and  Leases  No.  20,  page  346,  in  the  oflice  of , 

2.  Work, — ^The  contractor  hereby  agrees  to  construct  at  its  own  risk  and  ex- 
pense, in  accordance  with  the  contractor's  drawings  and  specifications  (aH 
drawings  and  specifications,  before  binding  on  the  owner,  must  bear  the  accept- 
ance of  and  approval  by  the  owner,  or  its  duly  authorized  represeutatlTeK 
hereto  attached  and  made  a  part  of  this  contract,  under  the  rules  and  regular 
tions  of  the  American  Bureau  of  Shipping,  and/or  Lloyds,  four  steel  cargo-carry- 
ing vessels  of  the  Robert  Dollar  type,  of  8,800  tons  dead-weight  carrying 
capacity  each,  and  lOi  knots  estimated  speed  at  deep-load  draft 

Deliveries. — The  contractor  agrees  to  deliver  said  vessels  complete  with  pro- 
pelling machinery,  auxiliaries,  and  equipment,  with  full  military  requirement^ 
according  to  said  drawings  and  specifications,  to  the  owner,  afloat  at  the  woita 
of  the  contractor  at  San  Diego,  Calif.,  as  follows: 

One  vessel  tw^elve  (12)  months  from  the  date  of  the  execution  of  this  eon- 
tract  and  one  vessel  every  six  weeks  thereafter  until  the  final  completion  of 
this  contract. 

3.  The  contractor  further  agrees  to  furnish,  before  any  payment  shall  be 
due  hereunder,  a  surety  bond,  or  surety  bonds  (in  form  satisfactory  to  the 
owner)  in  the  sum  of  six  hundred  thousand  dollars  ($600,000)  of  a  company 
or  companies  or  of  a  person  or  persons,  each  and  all  of  which  companies  or 
persons  must  be  acceptable  to  the  owner,  such  bond  or  bonds  to  be  condltiooa) 
upon  a  full  and  complete  performance  by  the  contractor  of  each  and  all  of  ti» 
undertakings  in  the  within  contract. 

II.  1.  Payment, — In  consideration  of  the  performance  of  this  agreement  by 
the  contractor,  the  owner  agrees  to  pay  therefor  a  lump-sum  purchase  price  (rf 
one  million  four  hundred  ninety -six  thousand  dollars  (|1,496,000)  for  each  of 
such  completed  vessels.  Such  purchase  price  shall  be  paid  in  the  followinf 
manner : 

Steel  furnished. — ^The  owner  agrees  to  cause  to  be  furnished  f.  o.  b.  the  mill 
to  the  contractor  certain  steel  material  which  shall  be  ordered  by  the  cont^a^ 
tor,  at  the  price  (freight  to  contractor's  yard  to  be  paid  by  the  contractwh 
and  in  amounts  and  at  the  times  substantially  as  shown  in  Schedule  B,  hereto 
attached,  which  is  made  a  part  hereof.  Such  steel  shall  be  ordered  by  the  ooor 
tractor  fdt  the  owner's  account,  and  payment  therefor  at  the  price  shown  In 
Schedule  B  shall  be  made  by  the  owner  direct  to  the  concern  furnishing  sucb 
steel.  All  payments  so  made  shall  be  deemed  payments  on  account  of  the  par- 
chase  price  above  stated.  For  the  puri)ose  of  computing  the  amounts  to  be 
paid  by  the  owner  direct  to  the  contractor,  the  cost  of  such  steel  is  figured  ap- 
proximately at  two  hundred  thousand  dollars  ($200,000)  for  each  vessel  (bot 
the  estimated  cost  of  steel  shall  not  be  deducted  from  payment  (a),  but  shall 
after  said  payment  has  been  made  be  deducted  from  the  other  payments  as 
provided  for  in  paragraph  2  hereof).  The  balance  of  the  purchase  price  is  U> 
be  paid  direct  to  the  contractor  as  follows : 

(a)  Ten  per  cent  (10%)  of  the  contract  price  of  all  said  Bteamera  thirty 
(30)  days^  after  cigning  this  contract 

ib)  Ten  per  cent  (10%)  of  the  contract  price  of  each  vessel  when  the  keel 
thereof  is  laid,  or  its  equivalent  in  work  done. 

(c)  Five  per  cent  (5%)  of  the  contract  price  of.  each  yess^  wboi  50%  of 
the  floors  are  in  place,  or  its  equivalent  in  work  done. 

(d)  Five  per  cent  (5%)  of  the  contract  price  of  each  vessel  when  50%  d 
the  tank  top  is  bolted  In  place,  or  its  equivalent  in  work  done. 

(6)  Five  per  cent  (5%)  of  the  contract  price  of  each  vessel  when  one^baif 
the  frames  thereof  are  in  place,  or  its  equivalent  in  work  done. 

if)  Five  per  cent  (5%)  of  the  contract  price  of  each  vessel  when  all  tfet 
frames  thereof  are  in  place,  and  stem  and  stem  posts  are  up,  or  its  equiv^etf 
in  work  done. 
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iff)  Ten  per  cent  (10%)  of  the  contract  price  of  each  vessel  when  one-half 
the  plating  is  bolted  In  place,  or  its  equivalent  in  work  done. 

{h)  Ten  per  cent  (10%)  of  the  contract  price  of  each  vessel  when  bulk- 
heads and  decks  are  in  place,  or  its  equivalent  in  work  done. 

(i)  Ten  per  cent  (10%)  of  the  contract  price  of  each  vessel  when  said 
vessel  is  fully  plated  and  the  decks  and  the  outside  of  the  vessels  are  entirely 
calked  or  its  equivalent  in  work  done. 

(/)  Ten  per  cent  (10%)  of  the  contract  price  of  each  vessel  when  said  vessel 
is  successfully  launched  or  its  equivalent  in  work  done. 

(fc)  Ten  per  cent  (10%)  of  the  contract  price  of  each  vessel  when  steeZ 
houses  are  completed  and  machinery,  boilers,  auxiliaries,  and  equipment  are 
installed  or  its  equivalent  in  work  done. 

( I )  The  balance  of  the  contract  price  of  each  vessel  after  completion  and 
steam  trial  and  on  delivery  to  and  acceptance  by  the  owner  of  such  com- 
pleted vessel. 

2.  In  computing  the  percentage  thus  to  be  paid  of  the  purchase  price  of  each 
vessel  under  subdivision  (6)  to  (fc).  Inclusive,  the  purchase  price  shall  be 
deemed  to  be  the  aforesaid  lump-sum  purchase  price  minus  the  aforesaid  esti- 
mated cost  of  steel  to  be  supplied  by  the  owner  as  above  stated.  In  computing 
the  balance  due  under  subdivision  (1)  the  actual  and  not  the  estimated  cost 
of  steel  shall  be  used. 

3.  "  Work  done  "  as  used  in  the  preceding  paragraph  shall  mean  and  repre- 
sent the  actual  value  of  material  delivered  at  the  works  of  the  contractor,  in- 
spected and  passed  by  the  owner,  or  the  duly  authorized  representative  of  the 
owner,  and  the  actual  value  of  all  labor  expended  on  the  vessel  or  vessels,  to- 
gether with  a  proper  proportion  of  the  operating  and  overhead  expense  in- 
curred only  on  account  of  the  vessels  herein  contracted  for;  and  cash  pay- 
ments, if  any,  for  hull  material  fabricated  at  the  works  of  a  subcontractor, 
and/or  for  propelling  machinery,  boilers  and  auxiliaries — all  as  approved  by 
the  duly  authorized  representative  of  the  owner. 

4.  The  contractor  agrees  to  have  available  in  cJish  out  of  its  own  funds,  ex- 
clusive of  what  it  shall  receive  from  the  owner  hereunder,  amounts  from  time 
to  time  as  the  progress  of  the  work  shall  require,  and/or  as  the  owner  may  re- 
quire, aggregating  the  total  sum  of  two  hundred  and  ninety-nine  thousand  two 
hundred  dollars  ($299,2(K)),  or  such  additional  amounts  as  the  owner  may 
from  time  to  time  require  the  contractor  to  have  available  for  the  purpose  of 
constructing  ways,  plant,  and  plant  equipment,  and  to  expend  the  said  sum 
or  such  part  thereof  as  may  be  necessary,  in  the  opinion  of  the  owner,  from 
time  to  time,  in  the  work  hereunder.  The  contractor  will  expend  a  sura  of 
not  less  than  two  hundred  and  ninety-nine  thousand  two  hundred  dollars 
($299,200)  upon  construction  of  Its  ways,  plant,  and  plant  equipment,  or  such 
part  of  said  sum  as  may,  in  the  opinion  of  the  owner,  be  considered  necessary. 

The  payments  described  in  subdivision  (a)  of  section  1,  Article  II  hereof, 
shall  be  deposited  in  the  name  of  the  owner  with  such  depositary  or  deposit 
taries  as  may  be  designated  by  the  contractor  from  time  to  time  and  approved 
by  the  owner.  The  pioney  so  deposited  shall  be  withdrawn  and  used  only  in 
payment  for  labor  employed  and/or  material,  etc.,  used  exclusively  in  the  con- 
struction of  the  vessels,  except  that  the  sum  of  two  hundred  and  ninety-nine 
thousand  two  hundred  dollars  (.$299,200)  of  said  payment  described  in  said 
subdivision  (a)  may  be  used  by  the  contractor  for  additions  to  ways,  plant 
and  plant  equipment,  and  for  propelling  and  auxiliary  machinery  and  such 
proper  proportion  of  overhetid  or  other  items  of  expense  as  the  owner  may 
approve.  All  such  withdrawals  shall  be  made  only  upon  checks  or  drafts 
drawn  by  the  contractor  and  countersigned  by  the  duly  authorized  representa- 
tive of  the  owner.  Such  checks  or  drafts  will  be  countersigned  upon  receipt 
of  and  in  accordance  with  vouchers  for  labor  and/or  material  and  evidence 
of  cash  payments  or  commitments  for  the  purposes  in  this  section  above  set 
forth,  which  have  been  signed  by  the  contractor  and  approved  in  form  and  sub- 
stance by  the  duly  authorized  representative  of  the  owner,  or  on  the  basis  of 
such  other  evidence  as  the  owner  may  deem  sufficient.  The  title  to  such  deposit 
and  interest  thereon  shall  be  and  remain  in  the  owner  until  withdrawn  as 
aforesaid.  Before  any  payment  shall  be  made  to  the  contractor  under  this 
contract,  the  contractor  shall  furnish  to  the  owner  such  abstracts  and/or 
affidavits  and/or  other  evidence  of  its  (the  contractor's)  leasehold  estate  or 
interest,  and  Its  power  to  assign  the  same,  in  the  property  upon  which  the 
plant  Is  to  be  located,  and  the  riparian,  wharfage,  and  other  franchises  or 
rights  appurtenant  thereto  as  shall  be  satisfactory   to  the  owner.    In   the 
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event  that  the  conditi(m  of  said  leas^old  estate  or  interest  of  the  contractqc  fe 
not  satisfactory  to  the  own^,  and  in  the  event  farther  that  the  conUa^jy 
does  not,  upon  request  from  the  owner,  furnish,  at  its  own  expmse.  MB 
guaranties  or  indemnities  against  defects  therein  as  the  owner  may  reqf^EBf; 
then  the  contractor  agrees  to  return  his  contract  to  the  owner  to  be  considei^ 
at  its  option,  canceled.  All  expenditures  made  and  obligations  Incurred  wmn^ 
while  are  at  the  sole  risk  of  the  contractor. 

In  the  event  of  any  default  of  the  contractor  under  this  contract,  the  ownv, 
upon  notice  of  »uch  default  to  the  contractor  and  to  the  depositary  or  de- 
positaries who  may  have  custody  of  funds  held  under  Joint  control  from  tiwt 
to  time  under  thiH  contract,  shall  have  the  right  to  withdraw  such  funds  9 
any  part  thereof  upon  its  (the  owner*s)  sole  order;  and  the  contractor  sliaS. 
upon  the  owner's  request,  comply  fully  witli  any  formalities  which  may  at  aijy 
time  be  required  in  order  to  satisfy  the  intent  of  this  understanding. 

In  consideration  (»f  the  owner  permitting  the  contractor  to  use  two  hundreii 
and  ninety-nine  thousand  two  hundred  dollars  ($299,200)  of  said  payment  («> 
upon  its  ways,  plant,  and  equipment  pnivided  hereinabove,  the  contractor 
agrees  to  secure  the  owner  by  creating  a  trust  in  form  and  substance  satis- 
factory to  the  owner,  which  trust  shall  be  evidenced  by  a  declaration  of  trttrt 
which  shall  constitute  t\  first  lieu  and  paramount  encumbrance  uix>n  the  coo- 
tractor's  full  interest  in  the  said  lease  from  the  city  of  San  Diego,  and  neces- 
sary appurtenances  to  said  lease  such  as  riparian,  wharfage,  and  other  fran- 
chises or  rights  and  all  of  contractor's  improvements  now  or  hereafter,  durinc 
the  period  of  said  lease,  l(K*ated  upon  the  property  or  appurtenances  cuvered 
by  such  lease,  frauchl.<»es.  or  other  rights.  Said  trust  .shall  be  for  the  purpose 
of  securing  the  owner  for  the  full  performance  by  the  contractor  of  each  and  aB 
of  its  undertakings  in  the  within  contract.  And  the  owner,  in  the  event  of 
default  by  the  contractor,  shall  be  free  to  exercise  Its  option  and  to  resort  to 
any  of  the  forms  of  security  to  be  furnished  by  the  contractor  under  thi.<  con- 
tract, in  such  order  or  by  such  means  as  the  owner  may  deem  exi>e\l;enL 
Such  declaration  of  trust  shall  be  executed  before  any  payment  upon  way^, 
plant,  or  e<iulpment  shall  be  made  by  the  contractor  out  of  the  consideration 
to  be  paid  by  the  owner  under  this  contract.  The  contractor  shall,  as  a 
condition  to  the  creation  of  the  said  tni.st,  at  its  own  cost  and  expense, 
satisfy  the  owner  as  to  the  title  or  rights  of  the  contractor  in  said  property  or 
said  lease  in  accordance  with  the  manner  in  this  section  hereinabove  provided. 

5.  Payments  represented  by  progrens. — It  is  agreed  that  as  to  all  the  ln.stall- 
ment  payments  provided  for  in  section  1  of  this  article  after  the  first  payment 
described  in  subdIvLslon  (a)  of  said  section  1,  no  payments  made  shall,  wltb 
the  payments  theretofore  made,  exceed  the  value  of  the  labor  and  materlala 
already  expended  up  to  that  time  and/or  cash  actually  paid  out  for  propellini 
and  deck  machinery  and  a  proper  pro-rata  part  of  overhead  and  operating  ex- 
penses incurred  solely  on  account  of  the  vessels  herein  contracted  for  and  sndi 
facts  are  certified  to  by  the  owner's  Inspector  and  are  accepted  as  satisfactoiy 
by  the  owner ;  provided,  however,  that  for  the  purpose  of  determining  the  time 
and  amount  of  the  payments  mentioned  in  subdivision  (h)  to  (l),  both  lacla- 
sive,  of  section  1,  such  part  of  the  amount  of  two  hundred  ninety-nine  thousand 
two  hundred  dollars  ($299,2(X))  expended  for  ways,  plant  (including  real  es- 
tate), and  plant  equipment,  as  provided  for  in  section  4  of  this  article,  shall  be 
considered  as  part  of  the  constriiction  cost  of  the  vessels  herein  contracted  for, 
and  that  only  one-fourth  of  said  sum  of  two  hundred  ninety-nine  thousand  two 
hundred  dollars  ($299,200)  (or  such  part  thereof  as  may  have  been  expended) 
shall  be  charged  against  each  of  said  ships  to  be  built  hereunder. 

6.  Trinl. — Before  final  acceptance  of  each  vessel  by  the  owner,  the  contractor 
shall  make,  at  contractor's  expense,  a  dock  trial  of  not  exceeding  six  hours; 
and/or  a  sea  trial  at  some  point  convenient  to  the  contractor's  yard  of  not 
exceeding  four  hours  at  maximum  specified  speed  and  deep  load  draft,  whlcb 
shall  be  to  the  satisfaction  of  the  owner.  If  the  vessel  is  tried  at  deep  load 
draft,  the  owner  will  provide  cargo.  If  so  desired,  the  owner  can  require  all 
or  any  of  the  vessels  to  be  tried  at  a  lesser  draft  and  increased  speed  com- 
spondlng  thereto  as  determlneil  by  the  owner. 

7.  Inspector' H  certificate, — No  inspector's  certificate  given  or  payment  made 
under  the  terms  of  this  contract  (except  the  final  payment)  shall  be  concluslTe 
evidence  of  the  performance  of  this  contract,  either  In  whole  or  in  part,  and  oo 
payment  shall  be  construed  to  be  an  acceptance  of  defective  work  or  Improptf 
materials.  Every  facility  shall  be  afforded  by  tlie  contractor  to  the  InspectMf 
appointed  by  the  owner.    It  shall  be  the  right  and  duty  of  such  Inspect** 
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either  personally  or  by  deputies,  to  inspect  all  materials  and  workmanship 
entering  into  tlie  construction  and  to  accept  such  materials  and/or  workmanship 
as  are  in  conformity  with  specifications,  and  promptly  to  reject  all  materials 
and/or  workmanship  which  do  not  comply  with  the  specifications;  such  con- 
demnation, if  any,  of  materials  to  be  made  by  such  inspectors  whenever  defects 
are  discovered  prior  to  the  final  acceptance  of  the  vessel  by  the  owner.  Notice 
of  rejection  shall  be  in  writing,  signed  by  a  designated  representative  of  the 
owner. 

8.  The  owner  shall  make  a  deduction  at  the  rate  of  $170  per  ton  (or  any  part 
thereof)  to  cover  the  difference  between  the  actual  dead-weight  tonnage  and 
the  contracted  dead- weight  tonnage  of  8,800  tons,  provided  that  no  deduction 
shall  be  made  for  deficiency  due  to  changes  or  alterations  in  the  vessels,  or  any 
of  them,  made  pursuant  to  the  owner's  Instructions. 

The  actual  tonnage  of  each  vessel  shall  be  determined  by  her  ability  to  carry 
a  dead-weight  of  8,800  tons,  including  cargo,  fuel,  stores,  water,  crew,  and 
efClects  on  a  draft  with  summer  freeboard,  as  determined  by  the  British  board 
of  trade  rates,  as  shown  by  a  displacement  and  dead- weight  scale  to  be  furnished 
by  the  contractor,  checked  and  approved  by  the  owner.  The  amount  of  deduc- 
tions for  such  tonnage  deficiency,  when  determined,  shall  be  deducted  from  the 
balance  of  the  contract  price  due  the  contractor  under  subdivision  (Z).  The 
vessel  contracted  for  includes  full  military  extras,  but  the  weight  of  said  mili- 
tary extras  and  the  net  effect  of  changes  ordered  by  the  owner  shall  be  allowed 
for  as  if  it  were  dead-weight 

9.  Inspectors  and  auditors, — ^The  owner's,  Inspector's,  auditors,  or  other  duly 
authorized  representatives  shall  have  full  and  free  access  to  the  works  of  the 
contractor  and  to  all  work  and  material  and  all  accounts,  records,  and  original 
entries,  vouchers,  and  supporting  papers  of  the  contractor.  In  order  that  the 
owner  may  keep  in  touch  with  the  progress  and  cost  of  the  construction  of  the 
vessels  the  contractor  shall  keep  its  books  in  such  a  way  as  to  disclose  readily 
and  accurately  all  infontiatlon  necessary  to  determine  costs,  expenses,  and 
charges  in  connection  with  the  construction  of  the  vessels  hereunder. 

10.  It  is  agreed  that  the  wages  paid  by  the  contractor  shall  not  exceed  these 
paid  by  shipyards  in  the  Los  Angeles  district  for  similar  work.  The  owner 
agrees  that  in  the  event  that  the  wage  schedule  in  the  Los  Angeles  district 
should  be  increased  by  its  direction  or  consent  over  the  scale  fixed  by  the 
Federal  Adjustment  Wage  Board  on  November  3,  1917,  together  with  the  ten 
per  cent  (10  per  cent)  bonus  thereon  effective  as  of  December  13,  1917,  and 
becoming  permanent  on  February  1,  1918,  that  such  increase  will  be  home  by 
the  owner. 

The  contractor  agrees  that  it  will  comply,  at  all  times,  with  all  instructions 
as  to  wages,  hours  or  other  conditions  of  labor  issued  by  the  owner  and  apply- 
ing to  yards  in  the  Ix>s  Angeles  district. 

If  Sunday,  holiday,  or  overtime  work  be  resorted  to,  it  shall  be  without  ad- 
ditional cost  to  the  owner,  unless  specifically  ordered  by  the  owner. 

III.  1.  Alterations, — ^The  owner  shall  have  the  right,  but  only  by  orders  in 
writlhg,  to  make  such  reasonable  alterations,  omissions,  additions,  or  substitu- 
tions not  materially  affecting  the  general  design  of  the  vessel  as  the  owner 
may  deem  necessary.  The  contractor  agrees  to  accede  to  and  carry  the  same  . 
into  effect  upon  proper  compensation  or  allowance  being  agreed  therefor,  as 
though  such  alterations,  omissions,  additions,  or  substitutions  were  originally 
provided  for  in  this  contract.  If  by  reason  thereof,  the  cost  of  the  construc- 
tion hereunder  shall  be  increased,  then  the  sum  to  be  paid  by  the  owner  to 
the  contractor  as  herein  provided  shall  be  increased  to  an  amount  which  shall 
be  agreed  upon.  If  the  construction  shall  be  rendered  less  expensive  by  reason 
thereof,  the  sum  to  be  paid  shall  be  decreased  by  an  amount  which  shall  be 
agreed  upon.  In  case  the  parties  are  unable  to  agree  as  to  the  effect  of  such 
alterations,  omissions,  additions,  and  substitutions,  or  the  price  thereof,  the 
dispute  shall  be  determined  as  provided  by  Article  VII  hereof. 

2.  Delay. — If  the  contractor  be  delayed  or  obstructed  In  the  transaction  or 
completion  of  the  work  provided  for  by  this  contract  by  the  delay,  neglect,  or 
default  of  the  owner,  or  by  reason  of  alterations  or  additions  by  the  owner,  or 
the  commandeering  by  the  United  States  (Government  of  materials  on  the  ground 
or  materials  purchased  by  the  contractor  but  not  delivered,  or  by  reason  of 
strikes,  fire,  lightning,  earthquake,  fiood,  riot,  insurrection,  or  war,  or  by  reason 
of  suspension  of  deliveries  of  material  or  machinery  for  any  of  the  causes 
above  stated,  or  by  delay  or  failure  of  manufacturers  to  delivery  material  of 
which  the  owner  agrees  to  cause  to  be  furnished  to  the  contractor,  pursuant  to 
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section  1  of  Article  II  hereof,  or  by  reason  of  instructions  glTen  by  the 
under  Article  XI  hereof,  beyond  the  time  herein  fixed,  the  time  of  deliTsy 
shall  be  extended  for  a  period  equivalent  to  the  time  lost  by  reason  thereof; 
provided,  that  no  request  for  extensloh  of  tlie  contract  time  shall  be  consideni 
unless  the  contractor,  \^ithin  ten  (10)  days  from  the  occurrence  of  an  alleged 
cause  of  delay,  shall  notify  the  general  manajaror  of  the  owner,  in  writing,  if 
the  facts  and  circumstances  in  each  case  and  of  the  extent  to  which  the  con- 
tractor clalm'^?  that  the  completion  of  the  vessel  is  thereby  delayeii:  arrf 
provided  further,  that  the  owner  may,  without  prejudice  to  the  rights  of  the 
contractor,  reserve  his  decision  upon  any  and  all'  claims  for  extension  until 
the  completion  of  tlie  vessel,  the  work  in  the  meantime  not  to  be  discontinued 
or  delayed  on  account  thereof.  In  the  event  that  parties  shall  not  agree  as  to 
such  extension,  such  extension  shall  be  determined  in  accordance  w^ith  Ardde 
VII  hereof. 

IV.  Insurance. — The  contractor  agrees  to  insure  and  keep  insured  at  its  <wni 
«fcpense  for  the  benefit  of  the  owner  in  insurance  companies  satisfactory  to  tie- 
owner,  or  otherwise,  said  vessels  and  all  materials  and  supplies  for  and  to  be 
used  in  construction  under  this  contract  against  any  and  all  damage  by  fire  and 
marine  risks,  lightning,  settling  or  staging,  breakage  of  ways,  and  risk9  ot 
launching  during  such  construction  and  until  final  completion  and  delivery  l» 
and  acceptance  by  the  owner,  such  insurance  to  be  in  the  usual  form  and  to  be 
payable  to  the  owner  and  the  contractor  as  their  interests  may  appear,  and  fisr 
an  amount  not  less  than  the  amounts  of  the  Instalments  of  payment,  which,  tram 
time  to  time,  have  been  made :  provided,  that  the  amount  of  insurance  required 
shall  not  exceed,  at  any  time,  the  amount  available  in  the  insurance  market, 
and  that  before  placing  the  same  the  owner  has  the  option  of  waiving  any  In- 
surance and  reducing  the  contract  price  by  an  amount  corresponding  to  tk* 
cost  of  said  Insurance. 

V.  Forfeiture. — ^The  progress  of  the  work  must  at  all  times  be  satisfactefy 
to  the  owner.  Upon  any  failure  or  omission  of  the  contractor  to  make  sncl 
satisfactory  progress  (unless  caused  by  circumstances  beyond  Its  control),  the 
owner  may  declare  this  contract  forfeited.  In  that  event  the  owner  may  iimDe> 
diately  enter  the  shipyard  and  take  i)ossesslon  of  it  and  its  facilities  and  of 
the  vessels  and  materials  and  equipment  The  owner  shall  thereupon  cause  Id 
be  taken  and  filed  with  the  United  States  Shipping  Board  a  full  and  complete 
statement  and  Inventory  of  all  work  done  or  begun  on  or  about  the  vesseb 
and  of  all  materials  on  hand  applicable  thereto;  the  owner  may  proceed  wtth 
the  completion  of  the  vessels  in  accordance  with  this  contract,  either  at  the  ^ilp- 
yard  with  Its  equipment,  and  facilities,  or  elsewhere,  by  contract  or  otherwije. 
and  in  its  discretion  use  for  this  purpose  all  suitable  materials  on  band  and 
included  in  the  inventory. 

Provided,  however,  that  if  the  contractor  can  show  to  the  satisfaction^  of  the 
general  manager  of  the  owner  reasonable  industry  and  good  faith  in  the  prose- 
cution of  the  work  hereunder,  and  that  the  delays  have  been  caused  by  circa»- 
stances  over  which  it  had  no  control,  the  contractor  shall  be  allowed  such 
opportunity  as  the  general  manager  of  the  owner  may  deem  reasonable  to  com- 
plete the  work. 

VI.  Title.— It  Is  agreed  that  title  to  all  vessels,  either  completed  or  under 
construction,  In  so  far  as  they  shall  have  been  inspected  and  approved  by  the 
owner,  shall  be  In  the  United  States  of  America,  and  that  tlie  title  for  all  d»- 
terlal  for  the  furtherance  of  work  under  this  contract,  however,  and  by  whom- 
soever contracted  for  or  assembled  or  set  up  in  the  shipyard  or  used  In  the  con- 
struction of  the  work  under  this  contract,  shall  be  In  the  owner  at  all  tlmefli 
Nothing  contained  herein,  however,  shall  be  construed  as  a  waiver  by  the  owner 
of  Its  right  to  direct  the  replacement  of  unsatisfactory  workmanship  and/or 
materials. 

VII.  Disputes. — In  case  the  parties  fail  to  agree  as  to  any  matter  connected 
with  this  contract,  or  any  doubt  or  dispute  arises  as  to  the  meaning  or  affect 
of  this  contract  or  of  the  drawings  and  specifications  which  are  a  part  heiwf, 
or  as  to  the  manner  of  doing  the  work  provided  for  hereunder,  or  as  to  im- 
terlals  used  or  the  time  to  be  allowed  or  the  amounts  to  be  paid  or  allowed  for 
alterations,  omissions,  additions,  or  substitutions,  or  as  to  any  other  partlcalar, 
the  matter  shall  he  promptly  referred  to  and  determined  by  the  general  manager 
of  the  owner,  and  his  decision  shall  be  final  and  binding  upon  the  parties. 

In  case  after  delivery  of  a  completed  vessel  to  the  owner  under  this  contwct 
(but  only  in  tliat  event),  the  contractor  shall  deem  that  It  is  aggrieved  by  any 
decision  of  the  general  manager,  as  to  any  disputed  matter  hereunder  of  m 
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kin^l^  and  shall  give  notice  in  writing  to  the  owner  to  that  effect  within  sixty  days 
»fter  delivery  or  after  final  payment  by  the  owner,  such  matter  shall  be  deter- 
xnii:&e<]  by  a  board  which  shall  consist  of  three  naval  architects  or  engineers, 
or  e3ci)erts  to  be  appointed,  and  by  the  owner,  one  by  the  contractor,  and  the 
tliircl  arbitrator  shall  be  selected  by  the  two  arbitrators  first  chos«i,  and  if 
tJjey  can  not  agree  on  such  third  arbitrator,  then  the  latter  shall  be  named  by 
tilt:*  olit9sificjition  society  under  which  the  vessels  are  being  constructed.  Such 
lM>ni-fi  shall,  within  thirty  fV\vs  affor  submission  of  such  matter  to  it,  make  its 
<lott.*viiiiaaUoii  and  its  lindiufts  (made  by  a  majority  of  the  board)  shall  be 
conclusive  and  binding  on  both  parties. 

VIII.  Time  of  essence, — It  is  agreed  by  both  parties  that  time  is  of  the 
essence  of  this  contract.  The  contractor  will  commence  and  carry  througli  to 
completion  the  work  under  this  contract  with  all  possible  dispatch,  will  give 
preciHlence  In  its  plant  or  plants  to  the  work  hereunder,  subject  only  to  the  prior* 
r-i^lits,  if  any,  of  a  department  of  the  United  States  of  America,  and  will  not 
^xiter  Into  any  other  contract  or  undertake  any  work  or  service  at  Its  works 
"w^liich  will  interfere  In  any  material  manner  with  the  completion  of  the  work 
UJEkclertaken  hereunder. 

Honus  and  liquidated  damages. — Should  the  contractor  succeed  in  delivering 
any  of  said  vessels  to  the  ow^ner  complete  before  the  dates  above  provided,  the 
o^viier  agrees  to  pay,  as  premium  for  advanced  delivery  for  each  completed  vessel 
so    delivered,  the  sum  of  three  hundred  dollars  ($300)  per  day  for  each  and 
evjery  day  gained  by  such  advanced  delivery.    Should  the  contractor  fall  to  de- 
liver any  of  said  vessels  on  the  dates  herein  fixed,  the  contractor  agrees  to  pay 
tlie  owner  as  liquidated  damages  on  each  such  vessel  three  hundred  dollars 
CS300)  for  each  and  every  day  of  delay  in  delivery  of  such  vessel;  but  It  Is 
liereby  agreed  that  the  total  premium  or  liquidated  damages  so  to  be  paid  shall 
In.  no  case  exceed  the  sum  of  twenty-five'  thousand  dollars  ($25,000)  for  any 
fru€h  vessel.    Premiums  or  liquidated  damages  shall  be  added  to  or  subtracted 
^rom  the  final  payment  hereunder. 

IX.  Liens  and  taxes, — ^The  contractor  agrees  to  deliver  the  vessels  to  the 
o^Rrner  free  and  clear  of  any  Hen  or  encumbrance.    The  contractor  further  agrees 
upon  the  delivery  of  each  vessel  to  deliver  to  the  owner  all  papers  and  docu- 
ments necessary  and/or  convenient  to  confer  upon  the  owner  a  full  and  unen- 
cumbered title  to  such  vessels.  Including  classification  certificates  as  herein  pro- 
vided, together  with  a  full  release  by  the  contractor  to  the  owner  waiving  all 
further  claims  or  demands  of  any  nature,  except  any  claim  or  demand  In  regard, 
smd  to  the  extent,  to  which  the  provisions  of  Article  VII  have  been  and/or  are 
invoked.    When  a  payment  is  to  be  made  hereunder,  the  owner  may  require 
evidence  satisfactory  to  it  to  be  furnished  showing  what  obligations  for  labor 
and  materials,  supplies,  or  equipment  used  or  to  be  used  In  the  construction  of 
the  vessels  hereunder,  are  unpaid,  and  the  owner  may  at  Its  option,  out  of  any 
amount  not  paid  to  the  contractor  hereunder,  withhold  such  amount  as  may  be 
necessary  to  satls^  such  obligations,  or  with  the  consent  of  the  contractor  sat- 
isfy the  same.    In  the  event  of  the  filing  or  attaching  of  any  lien  or  encumbrance 
•(whether  valid  or  Invalid)   against  the  vessel  before  the  final  payment,  the 
owner  may  at  Its  option,  out  of  any  amount  not  paid  to  the  contractor  here- 
under, withhold  such  amount  as  may  be  necessary  to  satisfy  such  lien  or  encum- 
brance, or  may  satisfy  or  remove  the  same.    The  owner  will  not  exercise  Its 
option  to  satisfy  or  remove  any  Hen  or  encumbrance  If  the  contractor  desires 
to  contest  it,  provided  that  the  contractor  will  Immediately  take  such  steps  as 
in  the  judgment  of  the  owTier  will  prevent  such  Hen  or  encumbrance  from  de- 
laying the  construction  or  delivery  of  the  vessels  hereunder,  and  will  indemnify 
and  save  the  owner  harmless  from  any  costs,  charges,  or  damages  Incurred  by 
reason  of  the  contesting  of  such  Hen.    It  Is  hereby  further  stipulated  and  agreed 
by  the  contractor  for  Itself  and  on  Its  own  account  and  for  and  on  account  of 
all  persons,  firms,  associations,  and  corporations  furnishing  labor  and  materials 
for  said  vessels  that  this  contract  is  upon  the  express  condition  that  no  Hen  or 
rights  In  rem,  of  any  kind,  shall  He  or  attach  upon  or  against  any  of  said  vessels 
or  their  machinery,  fittings,  or  equipment,  or  the  materials  therefor  or  any  part 
thereof,  or  of  either  for  or  on  account  of  any  work  done  upon  or  about  said 
vessels,  machinery,  fittings,  equipment,  or  materials,  or  of  any  materials  fur- 
nished therefor  or  In  connection  therewith,  nor  for  or  on  account  of  any  other 
cause  or  thing  or  of  any  claim  or  demand  of  any  kind,  except  the  claims  of  the 
owner. 

The  contractor  agrees  to  pay  all  taxes,  If  any,  which  may  be  assessed  or 
assessable  against  the  materials  on  hand  and  the  vessels  under  construction  up 
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to  the  time  said  vessels  shall  be  accepted  by  the  owner.  The  contractor  fdrtiher 
agrees  to  pay  all  income  taxes,  excess  profit  taxes,  and  all  other  mmiicipal. 
State,  or  Federal  taxes  which  may  be  assessed  or  assessable  on  account  of  this 
contract 

X.  ClaMns  and  patewts, — The  contractor  agrees  to  protect  the  owner  from  an 
claims  arising  from  accidents  or  casoalties  to  employees,  workmoi,  or  otlier 
persons,  in,  on,  or  about  the  work  covered  by  this  contract  and  to  Indc^mnfty  the 
owner  against  the  same. 

The  contractor  shall  be  re^ponBible  for  all  claims,  if  any.  made  against  the 
owner  for  all  Infringements  or  patents  or  patent  rights  and  for  the  nse  of 
all  patented  articles,  and  shall  defend  and  save  harmless  and  indemnify  tiie 
owner  against  all  such  claims  and  fi*om  all  costs,  expenses,  and  damages  whfcb 
it  may  be  obliged  to  pay  by  reason  of  any  such  infringement  of  patents  or 
i^atent  rights,  or  of  the  use  of  patented  articles,  provided  that  the  owrar 
will  in  all  instances  notify  the  contractor  of  any  claims  made  against  ft 
by  reason  of  any  such  infringement  or  use  of  patented  articles  at  the  time 
when  such  claim  is  made,  and  will  promptly  notify  the  contractor  of  sny 
suit  or  suits  brought  against  it  therefor  and  give  the  contractor  an  opportunity 
to  defend  the  same,  and  provided  that  no  payment  shall  be  made  by  the 
owner  unless  with  the  consent  of  the  contractor  or  pursuant  to  a  deciw 
by  a  proper  court  in  such  litigation.  Where  the  owner  specifically  orders 
the  use  of  the  patent  or  patented  article,  whether  or  not  the  existence 
of  the  patent  is  known  to  the  parties  hereto,  the  owner  will  hold  the  contractor 
harmless  from  ony  expense,  loss,  or  damage  arising  from  a  claim  of  the 
infringement  or  use  of  such  patent  or  patented  article,  provided  that  the 
contractor  notifies  the  owner  as  soon  as  such  a  claim  is  made,  and  obeys  tlie 
instructions  of  the  owner  in  connection  therewith. 

XI.  Labor. — ^This  contract  is  executed  and  delivered  upon  the  underst:»ndln? 
that,  if  desired  by  the  United  States  Shipping  Board  Emergency  Fleet  iytrvo- 
ration,  a  provision,  satisfactory  in  form  and  terms  to  the  United  States  Ship- 
ping Board  Emergency  Fleet  Corporation,  restricting  the  hours  of  labor  of 
laborers  and  mechanics  employed  by  the  contractor  or  by  subcontractors  and/or 
providing  for  the  payment  of  extra  compensation  for  overtime  work,  wIM 
be  Inserted  in  the  contract,  with  the  same  force  and  effect  as  if  inserted 
in  the  contract  before  the  execution  and  delivery  thereof.  If  by  reason  of 
any  such  instruction  the  cost  of  any  vessel  hereunder  shall  be  increased, 
then  the  sum  to  be  paid  by  the  owner  to  the  contractor  as  herein  provided 
shall  be  agreed  upon  by  the  parties,  and  If  not  agreed  upon,  shall  be  detor- 
mined  as  provided  In  Article  VII  hereof. 

XII.  Not  assignable. — ^This  contract  may  not  be  assigned  by  the  <-ontractor 
without  the  consent  of  the  owner  in  writing:  Provided,  however.  That  nothinf? 
In  this  contract  shall  be  construed  as  prohibiting  the  assignment  of  payments 
due,  or  to  become  due,  to  the  contractor,  for  the  purpose  of  obtaining  credit 
for  furthering  the  construction  hereby  undertaken,  but  the  owner  may  bj 
writing  make  such  prohibition. 

In  order  to  effectuate  the  provisions  of  Article  V  hereof,  the  contractor 
agrees  that  every  contract  made  by  it  for  the  furnishing  to  it  of  parts, 
materials,  supplies,  machinery,  and  equipment,  or  the  use  thereof  for  the 
purpose  of  constructing  the  vessels  agreed  to  be  constructetl  hereunder,  will 
in  Its  terms  be  made  assignable  to  the  owner. 

XIII.  Members  of  Congress  not  to  benefit. — No  Member  of  or  Delegate  tu 
Congrej^s,  nor  Resident  Commissioner.  Is  or  shall  be  admltte<^l  to  any  share  or 
part  of  this  contract,  or  be  any  benefit  that  may  arise  therefrom,  but  thi« 
article  shall  not  apply  to  any  contract  within  the  operation  or  exception  of 
section  116  of  the  act  of  Congress  approved  March  4, 1909  (35  Stats.,  1100). 

XIV.  Insolvenc^f  of  contractor. — Should  the  contractor  become  Insolvent, 
make  an  assignment,  or  commit  any  act  of  bankruptcy,  tlie  owner  may  and  is 
hereby  empowered  forthwith  to  enter,  take  pos.session  of,  and  complete  the 
work  without  giving  any  notice  thereof  to  the  contractor. 

XV.  Laboreis'  and  material  men's  bonds. — ^The  contractor  agrees  to  procaie 
and  keep  in  force  at  its  own  expense,  in  some  company  or  companies  approved 
by  the  owner,  all  such  bond  or  bonds  for  the  protection  of  claims  and/or 
liens  of  laborers  and/or  material  men  as  may  be  required  by  the  laws  of  the 
United  States. 

XVI.  Patnits. — The  contractor  agrees  to  comply  with  all  laws,  rules,  rego- 
latlons,  and  requirements  of  the  departments  of  the  United  States  affecting  the 
consideration  of  works,  plants,  and  vessels,  in  or  on  navigable  waters  and  the 
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Aores  thereof,  and  all  other  waters  subject  to  the  control  of  the  United  States, 
mad  to  procure  at  its  own  expense  all  permits  from  the  United  States,  State,, 
iuid  local  authorities  which  may  be  necessary  to  begin  and  carry  on  the  work* 
hereunder,  and  at  all  times  to  comply  with  all  United  States,  State,  and  local 
laws  in  any  way  affecting  the  work  carried  on  under  this  contract. 

XVII.  Cancellation. — The  progress  of  the  work  shall  be  at  all  times  satisfac- 
tory to  the  owner.  Should  the  progress  of  the  work  not  be  satisfactory  to  the 
owner  tlien  the  ^wner  may,  upon  thirty  (30)  days*  written  notice  to  the  con- 
tractor, cancel  this  contract  as  to  further  performance  thereof.  Thereupon  the 
contractor  shall  complete  only  such  vessels  or  parts  of  vessels  as  the  owner 
shall  direct  in  writing.  The  cancellation  shall  not  affect  the  terms  of  the 
contract  as  to  the  vessels  completed  or  directed  to  be  completed. 

The  contractor  shall  he  reimbursed  for  losses  sustained  by  such  cancellation. 
In  computing  such  losses  there  shall  be  included  for  each  vessel  under  construc- 
tion a  proportionate  part  of  the  estimated  profit  on  a  completed  vessel.  Such 
proportionate  part  shall  not  exceed  the  percentage  which  the  cost  of  the  vessel 
under  construction  bears  to  the  cost  of  a  completed  vessel.  In  computing 
profit  or  cost  the  average  actual  experience  of  the  contractor  on  vessels  con- 
structed for  the  owner  shall  be  taken  as  the  basis  of  the  computation.  In  com- 
puting such  losses  the  following  shall  not  be  included:  (a)  Profits  on  vessels 
not  under  construction;  (6)  profits  that  the  contractor  might  have  earned  In 
other  transactions. 

If  the  parties  can  not  agree  upon  the  amount  of  the  loss,  it  shall  be  deter- 
niine<l  tm  the  above  basis  and  l)y  arbitrators,  one  to  be  chosen  by  each  party 
and  the  third  by  the  two  so  chosen,  and  the  decision  of  a  majority  of  the  arbi- 
trators shall  be  conclusive  and  binding  upon  the  parties  hereto. 

XVIII.  Employment  of  employees, — ^The  contractor  agrees  that  it  will  not 
employ,  nor  will  it  knowingly  permit,  amy  of  its  agents  to  approach  with  the 
purpose  of  employing  a  workman  employed  by  any  shipbuilder  or  a  member  of 
his  supervising  or  technical  force,  without  first  obtaining  the  permission  of 
the  owner  and  the  said  shipbuilder.  The  term  shipbuilder  as  used  in  this 
paragraph  shall  include  persons,  copartnerships,  and  corporations  operating 
shipyards  Independently  or  as  the  agents  of  the  United  States  Shipping  Board 
Emergency  Fleet  Corporation.  The  contractor  also  agrees  that  It  will  not 
employ  nor  retain  in  its  employment  as  consultant,  assistant  or  agent,  or 
otherwise,  either  directly  or  indirectly,  any  person  who  may  be  wholly  or 
partially  in  the  employment  of  the  owner  or  of  any  governmental  agency  unless 
approved  by  -the  owner. 

XIX.  Payments  hereunder  shall  be  made  by  the  owner,  by  check,  addressed 
to  the  contractor  by  mail  at  San  Diego,  California. 

In  witness  whereof  the  parties  hereto  have  caused  this  contract  to  be  signed 
by  their  respective  officers  and  their  corporate  seals  to  be  hereunto  affixed,  duly 
attested,  on  the  day  above  stated. 

[sbaIm]  U.  S.  Steel  Shipbuilding  Corporation. 

By  Adam  F.  Wrikleb,  General  Manager. 
Attest : 

Ellis  Geioer,  Secretary. 

Countersigned : 

A.  V.  Ebebhabt. 

[seal.]  United  States  Shipping  Board 

Emergency  Fleet  Corporation, 
By  Charles  Piez,  Yice  President. 
Attest : 

Lester  Sisleb,  Secretary. 

8CHEDT7LE  B. 

Shipments  of  steel  from  the  mills  for  the  first  two  vessels,  to  commence  not 
later  than  sixty  (60)  days  after  receipt  of  the  contractor's  steel  schedules  by 
the  Emergency  Fleet  Corporation,  and  to  continue  in  the  sequence  and  at  the 
rate  specified  therein. 

Shipments  of  steel  from  the  mills  for  the  second  two  vessels,  to  commence 
not  later  than  ninety  (90)  days  after  receipt  of  the  contractor's  steel  schedules 
by, the  Emergency  Fleet  Corporation,  and  to  continue  in  the  sequence  and  at 
the  rate  specified  therein: 
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Estimated  amount  of  steel  for  each  vessels  (f.  o.  b.  mills)  :  2,284  net  torn 
plates,  at  Si  cents  per  pound;  861  net  tons  shapes,  at  3  cents  per  pound;  20 
net  tons  rounds  and  flats,  at  2.9  cents  per  pound. 

STATEMENT  OF  MR.  A.  J.  FRET— Sesnmed. 

Mr.  Frey.  I  hand  you  a  copy  of  a  letter  dated  February  25,  ad- 
dressed to  Mr.  E.  E.  Parker,  resident  representative  of  the  Fleet 
Corporation  at  San  Diego,  relative  to  subcontracts  in  which  superin- 
tendents, officers,  etc.,  are  interested ;  and  also  a  letter  of  February  18 
from  Mr.  Flynn,  resident  auditor,  to  Mr.  Parker,  the  resident  repre- 
sentative, on  the  same  subject. 

The  Chairman.  They  will  be  received  and  inserted  in  the  leooid 
at  this  point. 

(The  two  letters  above  referred  to  are  as  follows :) 

subcontracts  in  which  superintendents,  officers,  etc.,  are  interested. 

February  25,  1919. 
Mr.  E.  E.  Parker, 

Resident  Representative  United  States  Shipping  Board 

Emergency  Fleet  Corporation,  San  Diego,  Calif. 

Dear  Sir  :  We  beg  to  acknowledge  your  communication  of  February  20,  along 
with  inclosure  from  Mr.  J.  F.  Flynn,  resident  auditor. 

C.  J.  Phillips,  of  Chicago,  is  manager  of  Scofleld,  Evans  &  C5o.,  In  which  con- 
cern some  of  the  stoclcholders  of  Scofield  Engineering  Co.  hold  stock,  but  the 
Scofield  Engineering  Co.  is  not  Intorested.  Mr.  Phillips  is  manufacturing  and 
selling  the  cement  chairs  in  question  In  a  private  capacity,  and  the  Scofield 
Engineering  Co.  will  in  no  wise  benefit  from  his  undertaking. 

In  addition  to  Inviting  bids  from  Mr.  Phillips  we  invited  them  also  from  the 
San  Diego  Glazed  Cement  Pipe  Co.  and  the  J.  S.  Schlrm  Commercial  Co.,  the 
last-named  concern  reported  itself  not  equipped  to  handle  the  work,  and  the 
bid  received  from  the  San  Diego  Glazed  Cement  Pipe  Co.  was  twice  that 
submitted  by  Phillips. 

Before  placing  an  order  for  tlie  cement  chairs  the  question  of  where  they 
could  be  obtained  to  the  best  advantage — quality  and  price  considered — ^was 
gone  into  very  carefully  with  Mr.  Wig,  who  personally  examined  Mr.  Phillips's 
special  facilities  for  handling  the  work  and  agreed  with  our  Judgment  that 
the  best  interest  of  all  parties  would  be  served  by  placing  the  order  with  him. 

That  the  cast  cement  blocks  used  at  Jacksonville  and  at  Mobile — ^very  much 
cheaper  in  quality  and  cost  of  manufacture — ^have  cost  considerably  more  than 
ours  would  seem  to  confirm  the  soundness  of  our  Judgment  in  placing  the  order 
with  Mr.  PhUlips. 

With  this  explanation  of  the  facts  we  request  your  formal  approval  of  the 
order  as  placed  If  you  deem  this  approval  necessary  to  conform  with  the 
requirements  of  our  contract. 
Very  truly,  yours, 

Pacific  Marine  &  Construction  Co., 

Vice  President  and  Treasurer, 


San  Diego,  Cauf.,  February  18,  1919, 

From :  J.  F.  Flynn,  resident  auditor,  San  Dlego,  Calif. 

To :  E.  E.  Parker,  resident  representative,  San  Diego,  Calif. 

Subject:  Subcontracts  in  which  superintendents,  officers,  etc.,  are  Interested. 

1.  Supplementing  our  conversation  of  the  17th  instant,  in  regard  to  cement 
chairs  being  furnished  by  Clarence  J.  Phillips,  Chicago,  111.,  I  have  beto  ad- 
vised that  certain  ofllcers  and  employees  of  the  Scofield  Engineering  Co.  aw 
interested,  directly  or  indirectly,  in  the  above  concern.  If  true,  any  orders 
being  placed  with  Clarence  J.  Phillips  is  in  violation  of  that  portion  of  the 
Scofield  Engineering  Co.  contract  807  C.  C.  viz:  Article  29,  superlnt^identB 
interested  in  subcontracts  let. 


SHIPPIKO  BOABD  OPBBATIONS.  1006 

2.  If  this  condition  exists  it  Is  onr  duty  to  bring  this  matter  to  their  atten- 
tion and  so  advise  them  that  it  is  in  conflict  with  their  contract.  They  are, 
nevertheless,  privileged  in  accordance  with  their  contract,  under  above  Article 
XXIX,  a  clause  therein  which  permits  of  their  submitting  to  the  owner  or 
lifs  representatives  any  undertakings  with  companies  that  they  might  be  in- 
terested in,  but  the  consent  of  the  owner  or  his  representative  must  be  obtained 
before  being  committed. 

3.  Will  you  kindly  take  this  matter  up  with  the  Scofield  Engineering  Ck>. 
Ilnd  ascertain  if  there  is  any  affiliation  as  above  stated. 

J.  F.  Plynn, 
^  ReHderU  Auditor, 

The  Chairman.  The  committee  will  now  adjourn. 

(Whereupon,  at  5.10  o'clock  p.  m.,  the  committee  adjourned  to 
meet  on  call  of  the  chairman.) 

(The  following  data  requested  of  witness,  Mr.  Frye,  which  he  was 
unable  to  furnish  during  course  of  his  testimony,  together  with  letter 
of  transmittal,  is  as  foflows:) 

United  States  Shipping  Boabd 

Emergency  Fleet  Corporation, 
Philadelphia,  Pa.,  September  SO,  1019. 
Hon.  Joseph  Walsh,  M.  C, 

Chairman  Select  Committee,  Shipping  Board  Operations, 

Washington,  D,  C, 

My  Dear  Congressman  Walsh  :  Mr.  Frey,  district  manager  of  the  Southern 
Pacific  district,  has  just  transmitted  to  the  home  oflSce  copies  of  data,  circu- 
lars, etc.,  for  which  you  asked  him  during  his  testimony  at  San  Francisco,  and 
I  am  sending  them  to  you,  as  follows : 

(o)  Photostat  of  letter  of  Western  Mortgage  &  Guaranty  Co.,  San  Francisco, 
dated  September  15, 1917,  relative  bond  Issue  of  Pacific  Coast  Shipbuilding  Co. 

(6)  Photostat  of  circular  relative  to  Pacific  Coast  Shipbuilding  Co.  bond 
issue;  date  of  circular,  August  1,  1917.    (Four  pages.) 

(c)  Photostat  of  statement  of  personnel  Pacific  Marine  &  Construction  Co., 
June  4.  1918,  to  August  20,  1919. 

(d)  General  order  190,  United  States  Shipping  Board  Emergency  Fleet  Cor- 
poration. 

(e)  Copy  of  report  of  appraisement  Liberty  plant  land,  Alameda,  Calif.; 
date  of  report,  July  24,  1918. 

Yours,  very  truly, 

J.  L.  Ackerson, 

Vice  President, 


San  Francisco,  Calif.,  September  15,  1917, 
To  the  Pacific  coast  investor: 

The  Inclosed  circular  offers  an  unusual  opportunity  to  secure  an  exceptional 
rate  of  Interest  with  added  future  profits. 

Shipbuilding  is  to-day  the  world's  greatest  constructive  activity.  Without 
ships  not  a  ton  of  ammunition,  not  a  pound  of  foodstuffs,  not  a  soldier  can  be 
transporteil  to  the  battlefields  of  Europe.  And  after  the  war  the  world's  com- 
merce must  go  on  In  ships. 

The  United  States  Government  Is  bending  every  energy  to  produce  ships — 
more  ships — in  order  now  to  successfully  prosecute  the  war,  and  after  the  war 
to  create  a  gigantic  merchant  marine.  A  great  part  of  the  Liberty  loan  will 
flow  back  to  the  people  through  ships.  This  interrational  shipbuilding  program 
is  one  of  vast  proportions— one  that  has  amazed  the  world. 

The  Pacific  Coast  Shipbuilding  Co.  has  been  offered  six  years  of  Government 
work,  because  its  president,  Henry  T.  Scott,  and  its  general  superintendent, 
John  T.  Scott,  for  more  than  20  years  successfully  built  ships  for  the  United 
States  Government  Their  work  includes  the  battleships  Oregon  and  Ohio; 
the  armored  cruisers  California,  Milwaukee,  and  South  Dakota;  the  cruisers 
San  Francisco,  Charleston,  and  Olympia;  the  Japanese  cruiser  Chitose;  a  score 
of  gunboats,  monitors,  and  submarines,  and  merchant  ships  flying  the  flags  of 
all  nations. 
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These  bonds  are  safe,  conservatlye,  and  timely.  '  The  principal  and  interest 
is  guaranteed  by  a  number  of  responsible  guarantors.    We  can  safely  reGOOh 
mend  them  to  careful  investors. 
Yours,  very  truly. 

Western  Mobtoage  &  Guaranty  Ca 


$1,000,000  Pacific  Coast  Shipbuilding  Co.  First  Mortgage  6  Per  Cent  Serial 

€k>LD  Bonds. 

Dated  August  1,  1917.    bue  serially  August  1,  1920  to  August  1,  1923. 

Callable  on  any  interest  date  at  102  and  accrued  Interest. 

Principal  and  semiannual  interest  (Feb.  1  and  Aug.  1)  ^yable  at  the  Mer- 
cantile Trust  Co.  of  San  Francisco  and  the  United  States  Mortgage  &  Trait 
Co.,  New  York  City. 

Couiion  bonds  of  $1,000  denomination,  with  privilege  of  registration  as  tn 
principal. 

Principal  and  interest  guaranteed. 

The  original  subscriber  of  bonds  will  be  entitled  at  his  option  to  purchase 
five  shares  of  paid-up  stock,  of  the  company,  at  par,  amounting  to  $500,  for 
each  bond  subscribed  for  by  him,  by  paying  $125  on  or  before  January  1,  1919^ 
in  cash  or  bonds  at  par. 

Mercantile  Trust  Co.  of  San  Francisco,  trustee. 

Tax  exempt  in  California:  The  company  agrees  to  pay  the  coupons  without 
deduction  for  any  normal  Federal  income  tax  not  exceeding  4  per  cent  per 
annum. 

Capitalization. 

« 

Authorised.     Outstanding. 

Capital   stock $5,000,000    $5,000,000 

First  mortgage  6  per  cent  serial  gold  bonds 3, 000, 000      2,  500, 000 

The  remaining  $500,000  of  bonds  will  be  held  in  the  treasury  subject  to  in- 
structions of  the  board  of  directors  to  provide  funds  for  additional  improve- 
ments, equipment,  shipbuilding  and  interest  and  expense  during  construction. 

The  total  authorized  issue  of  $3,000,000  bonds  is  payable  serially,  $300,000 
each  year  from  August  1,  1920,  to  August  1, 1926,  inclusive,  and  tlie  balance  of 
$900,000,  August  1,  1927. 

We  are  now  offering  the  first  allotment  of  $1,000,000. 

Serial  maturities  and  prices:  $300,000  due  August  1,  1920;  price  9S^  and 
accrued  interest;  $300,000  due  August  1,  1921;  price  98.26  and  accrued  in- 
terest ;  $300,000  due  August  1,  1922 ;  price  97.89  and  accrued  interest ;  $100,000 
due  August  1,  1923 ;  price  97.55  and  accrued  interest. 

On  the  following  pages  we  give  further  information  regarding  this  issue, 
and  from  which  it  will  be  noted  that : 

1.  These  bonds  are  secured,  in  the  opinion  of  counsel,  by  a  direct  first  mort- 
gage on  all  the  real  estate,  improvements  and  equipment  now  owned,  or  which 
may  be  hereafter  acquired  by  the  Pacific  Coast  Shipbuilding  Co. 

2.  When  all  of  these  bonds  have  been  issued,  the  total  debt  will  be  60  per 
cent  of  the  conservative  valuation  of  the  mortgaged  property  completed  as 
planned,  which  will  produce  an  equity  in  the  property  of  $2,000,000. 

3.  The  United  States  Government  offers  to  the  company  contracts  for  the 
construction  of  steel  ships  which  are  estimated  to  yield  net  earnings  exceed- 
ing $900,000  per  annum  for  five  years  after  1918.  This  is  over  Ave  times  tbe 
largest  annual  interest  charge  on  the  total  authorized  bond  issue. 

4.  The  actual  management  and  operation  of  the  company  is  in  the  hands 
of  men  whose  experience  covers  many  years  of  most  successful  shipbuilding 
on  the  Pacific  coast. 

5.  As  additional  security  the  payment  of  the  entire  principal  and  interest 
of  these  bonds  is  guaranteed  by  well-known  and  successfol  business  moi, 
having  extensive  resources  outside  of  this  property. 

6.  Serial  payments  provide  fbr  rapid  reduction  of  bonded  debt,  automatieally 
increasing  margin  of  security. 

Now  offered  to  net  6^  per  cent  per  annum. 
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PACIFIC  COAST  BHIPBI7II4>II¥0  00. 

The  Pacific  Coast  Shipbuilding  Ck).,  executive  offices  First  Natlooal  Baok. 
Bnlldins,  San  Francisco,  Calif.,  is  organized  under  the  laws  of  the  State  of 
California  to  construct  and  operate  an  extensive  shipbuilding  plant. 

SECUBITY. 

Tlie  mortgage  covers  2,171  acres  of  land,  Including  wharves,  sidings,  etc., 
on  the  upper  end  of  Suisun  Bay,  32  miles  from  San  Francisco,  In  the  center  of 
the  great  industrial  district  extending  from  Port  Costa  to  Pittsburg. 

The  property  has  a  water  frontage  of  approximately  2,800  feet  of  solid 
ground  for  heavy  foundations,  with  27  feet  depth  of  fresh  water  alongside  the 
piers,  affording  the  distinct  advantages  of  launching  vessels  of  any  size  and 
long  life  to  submerged  timber  constructions.  A  much  greater  frontage  will  be 
available  from  the  development  of  the  property. 

The  property  is  now  connected  by  rail  with  the  Southern  Pacific,  Santa  Fe, 
and  Oakland,  Antioch  &  £2astern  Railroads 

The  main  transmission  lines  of  the  Pacific  Gas  &  Electric  Co.  and  the  Great 
Western  Power  Co.,  and  the  main  pipe  lines  of  the  Standard  Oil  Co.,  Associated 
Oil  Co.,  and  Shell  Co.  of  California  (Inc.)  all  traverse  the  property,  thus  af- 
fording the  best  facilities  for  electric  power  and  fuel  oil. 

There  will  be  immediately  constructed  standard  ways,  building  slips,  docks, 
foundries,  machine  shops,  and  buildings  capable  of  turning  out  a  minimum  of 
100,000  tons  of  steel  ships  in  three  years. 

The  mortgage  securing  these  bonds  provides  that  these  improvements  shall 
cost  at  least  $1,000,000  and  that  the  proceeds  of  all  bonds  shall  be  deposited 
iTvith  the  trustee,  to  be  paid  out  for  lands,  construction,  and  equipment  as  re- 
quired. 

INSUBANCE. 

The  mortgage  requires  that  adequate  Insurance  shall  be  carried  on  the  im- 
provements, both  during  and  after  construction.  All  policies  are  to  be  assigned 
to  the  trustee  for  the  benefit  of  the  bondholders. 

VALUATION   OF   ICOBTGAGED  FBOPEBTT. 

A  conservative  valuation  of  the  physical  assets  of  the  mortgaged  property 
will  be  in  excess  of  $5,000,000. 

When  the  total  authorized  $3,000,000  bonds  have  been  issued  the  total  debt 
will  be  less  than  00  per  cent  of  the  total  value  of  the  mortgaged  property, 
which  will  produce  an  equity  In  excess  of  $2,000,000. 

GONl'BACTS. 

The  United  States  Government  Is  vitally  Interested  in  the  building  of  steel 
ships,  as  this  is  the  first  essential  of  victory  in  the  war.  Any  concern  adequately 
financed  and  under  the  management  of  experienced  shipbuilders  can  obtain  all 
the  Government  contracts  for  building  steel  ships  that  it  can  possibly  complete. 
This  coi-poration,  on  the  execution  of  these  plans,  will  be  splendidly  financed. 
The  Scotts,  who  will  have  charge  of  the  management,  are  two  of  the  most  suc- 
cessful and  experienced  shipbuilding  men  in  America. 

The  United  States  Government  contracts  provide  exceptional  protection  to 
the  Pacific  Coast  Shipbuilding  Co.  for  any  increase  in  cost  of  materials  and 

labor. 

Besidi^  the  Government  demands,  there  is  alw)  a  great  demand  for  stoel 
freight  ships  for  merchant  service,  and  on  account  of  the  scarcity  of  ships  and 
the  fact  that  practically  the  entire  merchant  fieet  is  in  need  of  repairs,  this 
demand  will  continue  for  years  to  come. 

ESTIMATED  EABNIN08. 

Based  on  the  figures  of  competent  engineers  and  of  men  whose  experience 
covers  many  years  of  successful  shipbuilding  on  the  Pacific  coast,  the  net 
annual  earnings,  after  one  year  of  operations,  are  estimated  on  a  conservative 
basis  to  be  in  excess  of  $900,000. 
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This  is  over  nve  times  the  greatest  a&nual  interest  charge  of  the  total  tMod 
indebtedness,  leaving  a  surplus  much  greater  than  needed  to  meet  the  nexM 
principal  payments. 

The  Government  contracts  -referred  to  can  reasonably  be  completed  in  six 
3'ears,  with  an  estimated  profit  in  excess  of  the  total  bonded  debt 

MANAOEHENT    AND   DISECT0B8. 

Mr.  Henry  T.  Scott  is  president  of  the  Pacific  Ck>a8t  Sliipbaildlng  Co.  and 
Mr.  John  T.  Scott  is  general  superintendent. 

They  are  both  well-known  shipbuilders,  having  been,  respectively,  the  preti- 
dent  for  20  years  and  general  superintendent  for  14  years  of  the  Union  Iron 
Works  of  San  Francisco,  the  largest  shipbuilding  plant  on  the  Pacific 
which  was  owned  and  controlled  by  the  Scott  family  up  to  the  time  of  its 
to  the  United  States  Shipbuilding  Ck>. 

Under  their  management  and  supervision,  the  Union  Iron  Works  of  Su 
Francisco  built  many  vessels  under  Grovemment  and  private  contracts,  in- 
cluding: Battleships,  Oregon  and  Ohio;  armored  cruisers,  CaHfomia,  MiUcnh 
kee,  and  South  Dakota;  cruisers,  Charleston,  Olympia,  San  Francisco,  and  the 
Japanese  cruiser  Chitose;  gunboats,  Marietta  and  Wheeling;  monitors,  Mon- 
terey and  Wyoming;  torpedo  boat  destroyers,  Preble  and  Paul  Jones;  subma- 
rines Grampus  and  Pike,  Merchant  vessels  built  under  private  contract  were: 
Arago,  Peru,  Spokane,  St.  Paul,  and  Senator. 

Mr.  Henry  T.  Scott  and  Mr.  John  T.  Scott  were  also,  respectively,  presideot 
for  4  years  and  vice  president  and  manager  for  11  years  of  the  Moore  &  Scott 
Iron  Works,  one  of  the  largest  shipbuilding  plants  on  the  Pacific  coast. 

Under  their  management  and  supervision  the  Moore  &  Scott  Iron  Worki 
built  many  large  merchant  vessels,  including  the  Coalinga,  for  the  Associated 
Oil  Co. ;  the  Capto  and  Thordis,  for  Norwegian  owners ;  and  the  Kelloffg,  for 
the  Pan-American  Petroleum  &  Transport  Co. 

The  following  are  the  directors  of  the  Pacific  Coast  Shipbuilding  Co.: 

Henry  T.  Scott,  chairman  of  the  board,  the  Pacific  Telephone  &  Telegraph 
Co.;  chairman  board  of  directors  of  the  Mercantile  National  Bank  of  San 
Francisco;  president  Mercantile  Trust  Co.,  of  San  Francisco;  president  Bank 
of  Burlingame;  director  Pacific  Alaska  Navigation  Co. 

John  T.  Scott,  general  superintendent  Pacific  Coast  Shipbuilding  Co. 

H.  M.  .Robinson,  director  Merchants'  National  Bank  of  Los  Angeles;  di- 
rector Title  Inf  urance  &  Trust  Co.,  Los  Angeles ;  director  the  Pacific  Lumber 
Co.;  director  California  Delta  Farms  (Inc.)  ;  director  Union  Trust  &  Savings 
Bank  of  Pasadena ;  director  Los  Angeles  Trust  &  Savings  Bank,  Los  Angeles. 

H.  C.  Breeden,  director  Savings  Union  Bank  &  Trust  Co.,  San  Francisco; 
director  Mercantile  National  Bank  of  San  Francisco ;  director  Mercantile  Trust 
Co.  of  San  Francisco;  manager  Butler  estate. 

Alden  Anderson,  president  Capital  National  Bank,  Sacramento;  director 
Associated  Oil  Co. ;  director  Federal  Reserve  Bank  of  San  Francisco ;  director 
Western  States  Life  Insurance  Co. 

A.  Chrlsteson,  vice  prendent  and  general  manager  Wells  Fargo  &  Co.;  di- 
rector Wells  Fargo  Nevada  National  Bank,  of  San  Francisco. 

John  D.  McKee,  president  Mercantile  National  Bank  of  San  Frandaco;  vice 
president  Mercantile  Trust  Co.  of  San  Francisco;  director  General  Petroleum 
Corporation;  director  Pacific  Gas  and  Electric  Co.;  director  Pacific  Portland 
Cement  Co.,  Consolidated. 

GUARANTEE. 

Payment  of  principal  and  Interest  of  these  bonds  Is  guaranteed  by  saccessfal 
huslness  men,  having  extensive  resources  outside  of  this  property.  A  form  of 
guarantee  is  hereto  appended. 

TFTLE   TO  PBOPEBTY. 

The  title  of  the  company  to  its  pr<^erty  has  been  examined,  approved,  and 
-certified  by  Title  Insurance  &  Guaranty  Co.,  San  Francisco. 

LBGAIJTY. 

All  legal  proceedings  in  connection  with  the  bond  issue  have  been  approved 
by  Messrs.  Goodfellow,  Eells,  Moore  &  Orrlck,  attorneys,  of  San  Francisco, 
and  Winfield  Dorn,  attorney,  of  San  Francisco. 
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T%e  Information  in  this  circular  has  been  carefully  compiled  from  sources 
wtiieli  we  believe  to  be  accurate. 

FOBM   OF   GUARANTY. 

"Whereas,  Pacific  Coast  Shipbuilding  Co.,  hereinafter  referred  to  as  shlp- 
bullding  company,  a  corporation  organized  and  existing  under  the  laws  of  the 
State  of  California,  proposes  to  ls.*^ue  and  sell  its  six  (6)  per  cent  serial  bonds 
to  tlie  aggregate  amount  of  three  million  dollars  (13,000,000.00)  dated  August 
1,  1917,  being  3,000  bonds  of  the  denomination  of  $1,000.00  each,  numbered 
consecutively  from  1  to  3,000  inclusive,  and  maturing  in  consecutive  numerical 
order,  at  the  rate  of  three  hundred  thousand  dollars  ($300,000.00)  in  face  value 
annually,  commencing  August  1,  1920,  and  the  remainder  payable  August  1» 
1927,  all  of  which  bonds  .•^hall  be  secured  by  an  indenture  of  mortgage  exe- 
cuted by  said  shipbuilding  company  as  of  August  1,  1917,  to  Mercantile  Trust 
Co.  of  San  Francisco,  hereinafter  referred  to  as  trustee,  covering  the  proper- 
ties, real  and  personal,  of  said  shipbuilding  company  in  said  indenture  of 
mortgage  described; 

N^ow,  therefore,  in  consideration  of  the  issuance  and  sale  of  such  of  the  bonds 
of  said  series,  numbered  —  to  —  inclusive,  as  may  be  sold  by  said  shipbuild- 
ing  company,  we  do  hereby  f^everally  promise  and  agree  to  and  ;»v'lth  said 
trustee  to  pay  to  said  trustee,  or  its  successor  in  said  trust,  the  amounts  set 
opposite  our  respective  signatures  to  be  applied  by  the  said  trustee  to  the  equal 
pro  rata  payment  of  all  principal  and  Interest  of  said  bonds,  numbered  — 
to  —  inclusive,  which  may  remain  unpaid  after  the  application  thereto  of  the 
proceeds  of  sale  of  the  mortgaged. property ;  and  we  do  hereby  further  agree 
that  we  may  be  joined  as  parties  defendant  in  any  action  brought  by  said 
trustee  against  said  shipbuilding  company  to  foreclose  the  said  mortgage,  and 
that  judgment  for  our  respective  amounts  may  be  entered  against  us  severally 
in  said  action ;  and  for  the  purjwse  thereof  and  of  such  joinder,  we  do  hereby 
accept  and  submit  to  the  jurisdiction  of  the  court  in  which  the  said  foreclos- 
ure action  may  be  brought;  provided,  however,  that  at  any  time  prior  to  the 
foreclosure  sale  each  of  us  shall  be  entitled  to  relieve  himself  from  all  further 
obligation  hereunder  by  surrendering  to  the  trustee  for  cancellation  bonds  of 
said  serial  numbers  —  to  —  inclusive,  of  a  face  value  equal  to  the  amount 
set  opposite  his  name,  or  to  reduce  his  obligation  hereunder  by  the  amount 
of  the  face  value  of  any  less  number  of  said  bonds  so  surrendered. 

We  further  agree  that,  in  order  to  facilitate  the  execution  thereof,  this  con- 
tract may  be  executed  by  the  different  obligors  in  as  many  counterparts  as  de- 
sired, each  of  which  so  executed  shall  be  deemed  to  be  an  original,  and  such 
<!onnterparts  shall  constitute  but  one  and  the  same  instrument. 
August  1,  1917. 

These  bonds  are  guaranteed  in  series  of  $500,000.    A  list  of  the  guarantors 
of  each  series  Is  on  file  in  our  office  for  inspection. 

Western  Mobtgaoe  &  Guabantt  CJo., 
206-208  Bankers*  Investment  Building, 
742  Market  Street,  San  Fran<Hsco,  Calif, 

(Pacific  Marine  &  Construction  Co.,  superintendents  for  United  States  Shipping  Board 

Emergency  Fleet  Corporation.] 

Statement  of  personnel  during  period  from  June  jJ,  1918,  to  Aug.  20,  1919, 


Name  and  position. 


ADMINISTBATION  DEPABTMENT. 

E.  M.  Scofleld,  president , 

rUBCHASINQ  DEPAHTMENT. 

S.  E.  Lewis,  purcbasing  agent . .. 


J.  N.  B.  Griffith,  assistant  pur- 
chasing agent 


177068— 20— PT 1- 


Weekly 

salary 

rate. 


1102.30 


34.62 
40.38 
51.90 

24.24 
30.00 
34.62 


64 


Date  of 

appointment, 

promotion, 

and  reduction. 


June    4, 1918 


July  24,1918 
Nov.  4,1918 
June    1, 1919 

Sept  6,1918 
Nov.  28.1918 
Mar.  18,1919 


Authority. 


Date  of 
authority. 


Nov.  14,1918 
July  23,1919 


Nov.  26,1918 
Apr.  12,1919 


Date  of 
leaving. 
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Btaiemeni  of  persorma  during  period  from  June  i,  1918,  to  Aug,  20,  1919— Co^ 


Name  and  poeitian. 


rUBCHAaNG  DKPAXTMXNT— OOn. 

Uaiy  RoDsse,  stenograpber 


Janet  Lawrenoe,  stenoKrapher. . 
V.  S.  Burley,  Inventory  olerk. . . 


H.  W.  Smith,  tmfflo  manager 

ATTDnXNO  DEPAB1MKKT. 

Tbo8.  J.  Landers,  auditor 

Jas.  H.  Peak,  accountant 

D.  D.  Donahue,  accountant. . 

Wm.  P.  Bates,  accountant. . . 
D.  Ballentine,  accountant 


C.  H.  Baker,  cost  and  discount 
clerk. 

A .  T.  Rogers,  cost  and  discount 
clerk 


A.  M.  Pope,  coflt  and  discount 
clerk. 

C.  Hutchinson,  costand  discount 
clerk. 

Clara  Kressman,  cost  and  dia- 
oount  clerk. 

Jessie  Carpenter,  coat  and  dis- 
count clerk. 


F.  T.  Peyton,  costand  discount 
derk. 

Wm.  T.  Ryan,  costand  discount 
derk. 

Paul  Kirchmaier,  coat  and  dia- 
count  clerk. 

Geo.  H.  Brown,  cost  and  dia- 
count  clerk. 

C.  F.  Warfleld«  cost  and  discount 

John  Howland,  cost  and  dis- 
count clerk 

4rtbar  Whitney,  cost  and  dis- 
count clerk 

D  M«<)nbow,  clerk  and  discount 
ck»rk. 

Frank  Rmith,  cost  and  discount 
dork 

Edith  Skinner,  costand  disoount 
clerk. 

lola  Hodgson,  derkand  discount 
clerk 

0.  M.  liackzlll,  cost  and  disoount 
derk. 

B.  K.  Noble,  cashier  and  pay- 
master. 

Pearl  U.  Moss 


Madeline  Ryan. 


Weekly 

salary 

rate. 


113.86 
17.28 
18.48 
17.38 
21.90 
28.10 
20.76 
27.72 

ao.oo 

34.63 
46.14 


77.28 
23.10 
26.62 
31.14 
40.38 
46.14 
46.14 
28.86 
34.62 
40.88 
20.76 
2S.38 
28.86 

28.10 
26.38 
23.10 
26.38 
28.88 
84.62 
38.10 
19.62 
28.10 
26.38 
20.76 
23.10 
26.38 
28.86 
23.10 
26.38 
28.88 
18.48 

28.10 
28.86 
28.86 
84.62 
28.86 
28.86 

25.38 

28.86 

28.86 

17.28 
20.76 
30.76 

30.76 

40.88 
46.14 
28.10 
26.62 
81.14 
30.76 


Date  of 
appointment, 

promotion, 
and  reduction, 


Aug. 

Oct. 

Nov. 

Nov. 

Deo. 

Mar. 

Aug. 

Aug. 

Nov. 

Mar. 

July 


Aug. 

July 

Sept. 

Nov. 

July 

Nov. 

Aug. 

Aug. 

Aug. 

Nov. 

Aug. 

Sept. 

Nov. 


9,1018 
3,1918 
28,1918 
22,1918 
13,1918 
18,1919 
3,1918 
16,1918 
28,1918 
18,1919 
29,1918 

22,1918 

13,1918 

26,191« 

21,1918 

23,1918 

7,1918 

1,1918 

9,1918 

22,1918 

7,1918 

23,1918 

12,1918 

21,1918 


Sept.  16,1918 
Mar.  18,1919 
Sept.  16,1918 
Mar.  18,1919 
Sept.  30,1918 
Nov.  7,1918 
Mar.  18,1919 
Sept.  28,1918 
Oct.  30,1918 
Mar.  18,1919 
Sept.  34,1918 
Oct.  80,1918 
Mar.  18,1919 
July  16^1919 
Nov.  21,1918 
Mar.  18,1919 
July  16,1919 
July  22,1919 

Nov.  28,1918 
Mar.  18,1919 
Nov.  38,1918 
Mar.  18,1919 
Nov.  25,1918 
Dec  24,1918 

Dec-  27, 1918 

Jan.  2,1919 

Mar.  21,1919 

Nov.  22,1918 
Mar.  18,1919 
Mar.  11,1919 

May     1,1919 


AxiChority. 


June  18,1918 
Nov.  8,1918 
Aug.  16,1918 
Sept.  36,1918 
Dec  21,1918 
June  16,1919 


Date  of 
authority. 


H.A.Betaque 


H.  A.  Betaqne 


E.  E.  Parker. 


E.  E.Parker.. 


Oot.  10,1918 
Oct.  30,1918 


Deo.  18,1918 
Apr.  12,1919 


Dec.  2,1918 
Apr.  12,1919 


Oct.  11,1918 
6,1918 


Nov.  26,1918 


Nov.  26,1918 


S^t.  36,1918 
Nov.  30,1918 


Apr.  13,1919 


Apr.  12,1919 


Nov.  35,1918 
Apr.  12,1919 


Nov.  96,1918 
Apr.  12,1919 


Nov.  36,1918 
Apr.  12,1919 
Aug.  1,1919 


Apr.  28,1919 
Aug.  1,1M» 
July  21,1919 


Apr.  U,1919 


Apr.  13,1919 

Dec."36,'i9i8' 

Dec.  80,1918 

Jan.  13,1919 

Mar.  28,1919 

Nov.  22,1918 
Apr.  13,1919 
Mar.  19,1919 

Apr.  29,1919 


Nov.  36,1918 


H.  A.  Beteque  | 


Oct.  11,1918 
Dec  80,1918 


Date  of 
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^tatem^nt  of  personnel  during  period  from  June  4,  IdlS,  to  Aug,  20,  J919 — Con. 


Name  and  position. 


OENUtAL  omci. 

[2.  Lf.  Christie,  assistant  to  presi- 
dent. 

Tiightnsr,  stenographer . . . 


Iffabel  E.  Lane,  steno0tapher. 


SCelma  Martin,  stenof^pher 

K.  B.  O'Shiekls.  file  clerk. 

Qraoe  MoCasUn,  lUe  clerk 

Helen  Lossing,  telephone  opera- 
tor. 
Stanley  Patterson,  messenger. . . 

Albert  Wessler,  diaufleur 

A.  L.  Reed 

KNOINEEBINO  AND  DKAFTINO. 

£.  Cockroft,  assistant  engineer. . 
J.  T.  Holmes,  assistant  engineer 

F.  J.  Twaits,  assistant  engineer. 

C.  W.  Fortune,  assistant  engineer, 

H.  H.  Hile,  naval  aoooimtant. . . 
Helen  M.  Scharf.  stenographer. . 

Myreel  Potter,  stenographer 

Cwol  C.  Soott,  stenographer 

Sheldon  RiveroD.  file  clerk 

L.  O.  Kelly,  file  clerk 

Sdwin  Thomas,  file  dnrk 

Elwood  Albright,  messenger 

J.  W.  Fisher,  bfll  clerk 

M .  C.  Davis,  draftsman 

R.  T.  Gnpy,  draftsman 

T.  A .  Allen,  draftsman 


C.  D.  Kirkpatrick,  draftsman.. 


Paul  Pepin: 

File  clerk 

Draftsman 

D.Thomas: 

Chairman 

Draftsman 

Do 

R.  A.  Gray,  draftsman 

Oarl  If  aier,  draftsman . 


Weekly 

salary 

rate. 


146.14 
60.24 
18.48 

ao.76 

23.10 

20.76 
23.10 
23.10 
25.38 
18.48 
28.86 
31.14 
20.76 
23.10 
13.86 
18.48 
17.28 
20.76 
28.86 
20.76 
25.38 


57.72 
46.14 
51.00 
57.72 
63.48 
51.00 
p.  h.  1.25 
80.76 
20.76 
23.10 
20.76 
23.10 
13.86 
17.28 
2a  76 
13.86 
13.86 
34.62 

3a  10 

p.h.  1. 10 
84.62 
38.10 
34.62 
46.14 

pJl.1.10 
34.62 
38.10 
46.14 

p.h.1.25 
18.48 
23.10 
34.62 
38.10 
46.14 

17.28 

23.10 

p.h.   .65 

20.76 
28.86 
34:62 
38.10 

p.h.  .85 
32.28 
38.10 

p.h.  1. 00 
28.86 
34.62 
38.10 

p.h.  1. 00 


Date  of 
appointment, 

promotion, 
and  reduction. 


Aug. 

Nov. 

Aug. 

Oct. 

Dec. 

Aug. 

Sept. 

Apr. 

Aug. 

Aug. 

June 

May 

Sept. 

Nov. 

Aug. 

July 

May 

Aug. 

Aug. 

July 

Nov. 


24, 1010 
28,1018 

8,1018 
30,1018 
26,1018 
27.1018 
12,^018 

2,  lOie 
13, 1010 
11,1010 
10, 1018 
15, 1010 
23, 1018 
14,1018 
31, 1018 
14, 1010 

1,1010 

7, 1010 
12, 1018 
26, 1018 
14, 1018 


July   15,1018 

do.. 

June  16,1010 
Sept.  18,1018 
Nov.  28,1018 
Nov.  15,1018 
Aug.  1, 1010 
Sept.  0,1018 
Dec.  16,1018 
Apr.  1, 1010 
Mav  0, 1010 
Aug.  18. 1910 
July  16,1010 
Nov.  7,1018 
June  10,1010 
July  16,1010 
June  13,1010 
Feb.  13,1010 
Mav  1, 1010 
Aug.  1,1010 
Feb.  27,1010 
June  0,1010 
July  22,1018 
Aug.  22,1018 
Aug.  1,1010 
Dec.  10.1018 
Apr.  17;  1010 
June  16,1010 
Aug.  1,1010 
July  17,1018 
Aug.  8,1018 
Oct.  10,1018 
Dec.  16,1018 
May    1,1010 

Sept.  10, 1018 

Nov.  14,1018 

'Aug.     1,1010 

July  18,1018 
Aug.  0, 1018 
Nov.  21, 1018 


Aug. 

Sept. 

Dec. 

Aug. 

Oct. 

Feb. 

Apr. 

Aug. 


1,1010 

4,1018 

5,1018 

1,1010 

31,1018 

13,1010 

26,1010 

1,1010 


AuthiH'ity. 


H.A.  Betaque. 


H.A.  Betaque. 


H.A.  Betaque. 
H.A.  Betaque. 


H.A.  Betaque. 


H.A.  Betaque. 


H.A.  Betaque. 
do 


H.  A.  Betaque. 


H.  A.  Betaque. 


H.  A.  Betaque. 


H.  A.  Betaque. 


H.  A.  Betaque. 


H.  A.  Betaque. 


H.  A.  Betaque. 
H.  A.  Betaque. 


Date  of 
authority. 


Dec.   17,1018 


Nov.  14,1018 
Dec.  30,1018 


Sept.  26, 1018 


Aug.  0,1010 
Aug.  15.1010 


June  25,1010 
Nov."26,ioi8 


July  17,1010 
Aug!  'g,!©!© 


Nov.  30, 1018 


July   10,1010 


Dec.   17,1018 
Aug!"6,'ioio 


Apr.  11,1918 


Aug.  22,1010 
July  21,1010 


June  24,1010 
July  21,1010 


June  30,1010 
Aug.    6,1010 


June  21,1010 


Aug.    6, 1010 


Apr.  18,1010 
July  10,1010 
Aug.    6, 1010 


Apr.  18,1010 
Aug.    1,1010 


Dec.     6,1018 
Aug.     6, 1019 


Nov.  30,1018 


Aug.     6,1010 


Deo.  30,1018 
Aug.    6,1010 


Feb.  27,1010 
June  21,1010 
Aag.    6,1010 


Date  of 
leaving. 


Sept.  26, 1018 


Sept.  26,1018 
May   20,1010 


Jan.   23»1010 
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Statement  of  personnel  during  period  from  June  4,  1918,  to  Aug.  20,  WlB^Com, 


Name  and  position. 


BNOINEEIirNO  AND  DRAFTING — 

continued. 

R.  De Witt,  draftsman 

O.  O.  Knecht,  draftsman 

M.  £ .  Krlck,  draftsman 

Malcolm  Ba?on,  draftsman 

A.  M.  Burtt,  draftsman 

J.  A.  Welles,  draftsman 

Chas.  Cressey,  draftsman 

Stanley  Burne,  draftsman 

A.  Whitam,  draftsman 

Wm.  E.  Hall,  draftsman 

Leo.  O.  Moore,  draftsman 

H.  F.  Thorne,  draftsman 

W.  E .  Roberts,  draftsman 

P.  F.  Hartman,  draftsman 

K.  T.  Pattison,  file  clerk 

W.  G .  Palmer,  draftsman 

Paul  E  mery ,  draftsman 

Louis  H.  Coxe,  draftsman 

J.  H.  Hicks,  draftsmon 

R.  B.  Keeler,  draftsman 

EMPLOYMENT. 

Geo.  P.  Brown: 

Employment  agent 

Rest.  Frm. 

Ruth  Bettes,  file  clerk 

Lou  Graves,  cost  and  discount. . 

Ann  B.  Scott,  stenographer , 

W.  C.  Collier,  g^tem  m 

TIMEKEEnNO. 

J.  R.  Montgomery,  head  time- 
keeper  

J.  B.  Harper,  timekeeper 

J.  M.  Tarklngton^ timekeeper. .. 

Robt.  W.  Getty,  timekeeper 


Weekly 

salary 

rate. 


$40.88 

p.h.1.00 
32.28 
38.10 

p.h.  1. 00 

$40.38 

46.14 

40.38 

38.10 

p.h.  .85 
35.76 
38.10 

p.h.1.00 
27.72 
25.38 

p.h.  .65 
35.76 
40.38 

p.h.  .90 

p.h.1.00 
40.38 
46.14 

p.h.1.05 
34.62 

p.h.1.00 
38.10 

p.h.  .85 
36.90 
38.10 

p.h.1.00 
34.62 

p.h.  .85 

p.h.1.00 

p.h.  .75 

p.h.  .85 
13.86 
17.28 

p.h.  .56 

p.h.l.  00 
34.62 

p.h.  .80 
34.62 

p.h.  .80 

23.10 

..50 

2S.86 

p.h.  .80 


:m.62 

46.14 
57.72 
63.48 
15.00 
17.28 
20.76 
20.76 
23.10 
23.10 
21.90 
23.10 
28.86 


34. 62 
18.00 
30.00 
24.24 
25.38 
31.14 
20.76 
23.10 
25.38 
31.14 


Date  of 
appointment, 

promotion, 
and  redaction. 


Nov. 

Apr. 

Nov. 

Mar. 

Aug. 

Nov. 

Dec. 

Nov. 

Feb. 

Aug. 

Nov. 

Apr. 

Aug. 

Nov. 

Apr. 

Aug. 

Nov. 

Apr. 

Aug. 

Aug. 

Dec. 

May 

Aug. 

Dec. 

Aug. 

Feb. 

Aug. 

Feb. 

May 

Aug. 

Mar. 

Aug. 

Apr. 

May 

Aug. 

Nov. 

Feb. 

Aug. 

Apr. 

June 

Aug. 

Aug. 

Aug. 

Julv 

Aug. 

July 

Aug. 


Aug. 

Sept. 

Nov. 

Feb. 

July 

Oct. 

Apr. 

Dec. 

Mar. 

Aug. 

Sept. 

Oct. 

Nov. 


4,1918 
24, 1919 

5,1918 
13, 1919 

1, 1919 
'  9, 1918 

5. 1918 

18. 1918 
20,1919 

1. 1919 
Tfi,  1918 

17. 1919 
1, 1919 

20. 1918 

16. 1919 
1, 1919 

26. 1918 

23. 1919 
1. 1919 

13; 1919 

2. 1918 

1. 1919 
1, 1919 

23. 1918 
1, 1919 

18. 1919 
1, 1919 

27, 1919 
1, 1919 
1,1919 

19, 1919 
1, 1919 

18, 1919 
5, 1919 
1, 1919 

25. 1918 

13. 1919 
1, 1919 

28, 1919 
16, 1919 

1, 1919 
26, 1919 

1, 1919 
10, 1919 

6, 1919 
24, 1919 

1, 1919 


1, 1919 

5. 1918 

21. 1918 

1. 1919 

16. 1919 

10. 1918 

14. 1919 

18. 1918 

18. 1919 
22, 1919 
19, 1918 

3, 1918 
21, 1918 


Julv  22,1918 
Nov.  14,1918 
July   25,1918 

do 

Oct.  24,1918 
Nov.  14,1918 
Aug.  28,1919 
Sept.  19, 1918 
Oct.  24,1918 
Nov.  14,1918 


Authority. 


H.  A  Betaque. 


H.  A.  Betaque 


H.  A.  Betaque 


H.  A.  Betaque 


H.  A.  Betaque 


H.  A.  Betaque 
H.  A.  Betaque 
H.  A.  Betaque 


H.  A.  Betaque 
H.  A.  Betaque 


H.  A.  Betaque 


H.  A.  Betaque 


H.  A.  Betaque 
.....do 


H.  A.  Betaque 


H.  A.  Betaque 
do 


H.  A.  Betaque 


Date  of 
authority. 


Date  of 


Apr.  23,1919 


Mar.  20,1919 
Aug.    6,1919 


Dec.  30,1918 


Aug.    6,1919 


Apr.  23,1919 
Aug.    6,1919 


Aug.    8,1919 


June  30,1919 
Aug.  6.1919 
Aug.  15,1919 


July     2, 1919 
Aug.    6, 1919 


Aug.    6,1919 
Aug."'6,"i9i9' 


May  30,1919 
Aug.    6,1919 


Aug.    6,1919 


Aug.    6, 1919 


Feb.  17,1919 
Aug.  6,1919 


Aug.  6,1919 
June  27,1919 
Aug.  6,1919 
Julv  14,1919 
Aug.  1, 1919 
July  29,1919 
Aug.    6,1919 


Sept.  26, 1918 
Dec.  18,1918 
Apr.    8, 1919 


Oct.    10,1918 
Apr.  15,1919 


Apr.  18.1919 
Aug.  22,1919 


Oct.   16,1918 
Nov.  30,1918 


Oct.   30,1918 


Jan.   2>,l!lll 


Sept.  26, 1918 
Oct.  30,1918  ! 


Do. 
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Name  and  position. 


TtMBKKsnNG — continued. 
Mark  Naldwin,  timekeeper 

J.  8.  McEvoy,  ttmekeeper 

Alex  Mcintosh,  timekeeper 

B.  B.  Northnipp.  ir,  timekeeper 
Cteo.  H.  Rotner,  timekeeper  — 

A.  F.  Reed: 

Clerk 

Timekeeper 

W.  F.  Hamilton,  timekeeper. . . 
Clifford  E.  Boundy,  timekeeper. 
Maurlee  Bauman,  timekeeper... 

STORES. 

B.  W.  Lee,  storekeeper 


H.  W.  Warfleld,  tool  clerk. 


Cbas.  C.  Hiatt,  assistant  tool 

clerk. 
W.  C.  Getty,  material  checker . . . 


Asa  R.  Jcnes,  store  clerk. 


E.  Groflsett,  store  clerk. 


B.  A.  Kinney,  stock  clerk , 


Clias.    F.    McFarlan,   assistant 

storekeeper. 
Harold  Price,  material  checker. . 

CONSTRUCTION. 

P.  J.  Hickey,  general  superin- 
tendent. 

I».  M.  Scofteld,  assistant  general 
superintendent. 

Jms.  M.  Milbmn,  superintendent 


J.  E.  King,  superintendent. 
Lola  Reams,  stenographer . . 


Teddy  Dreyer,  messenger , 

Roby  C.  Jones,  fire  marshal 

O.  H-  Hayler,  construction  en- 
gineer   


IC  J.  Haoley ,  general  foreman . . . 
Paul  Tlchenor,  carpenter  fore- 


8.  O.  H.  Robertson,  carpenter 
foreman 

Harry  Duncan,  carpenter  fore 
man 

O.  B.  Giriggs,  rigger  foreman . . . 

H.  A .  Cass .  woodwork  foreman . . 

Cbas.  Dening,  quarterman 


Weddy 

salary 

rate. 


If.  N.  Donnan,  instrument  roan. . 
A.  Brems, instrument  man 


930.76 
2o.3.*i 
31.14 
21.00 
25.38 
31.14 
31.14 
31.14 
31.14 

23.10 
2S.86 
31.14 
31.14 
31.14 
31.14 
31.14 


30.00 
34.62 
48.00 
2&86 
31.14 
27.84 
31.14 
24.24 
31.14 
23.10 
25.38 
31.14 
20.76 
27.84 
3L14 
23.10 
28.86 
31.14 

31.14 


192.30 
144.25 
95.76 
80.76 
89.24 
8a  76 
69.24 
8a76 
'1&48 
20.76 
23.10 
17.28 
34.62 

6.14 
51.90 
45.00 
55.70 

41.52 
42.72 
45.00 
55.70 

55.70 

55u70 
75.00 
65.70 
43.10 
46.14 
34.62 
4a  38 
34.62 
40.38 


Date  of  * 
appointment, 

promotion, 
and  reduction. 


Oct. 

Oct. 

Nov. 

Oct. 

Oct. 

Nov. 

Nov. 

Nov. 

June 


24 
14 
23 
25 
14 
18 
2(i 
11 


July  15 
Sept.  15 
Nov.  21 
May  26 
July  16 
July  28: 
Aug.  13 


1918 
1918 
1918 
1918 
1918 
1918 
1918 
1918 
1919 

1918 
1918 
1918 
1919 
1919 
1919 
1919 


July 

Sept. 

Nov. 

July 

Nov. 

Nov. 

Dec. 

Aug. 

Nov. 

Aug. 

Nov. 

Nov. 

Aug. 

Nov. 

May 

Nov. 

Mar. 

Juno 


26,1918 

26, 1918 

14,1918 

29,1918 

14,1918 

20, 1918 

19,1918 

23,1918 

7, 1918 

5,1918 

7,1918 

14,1918 

27,1918 

14,1918 

28,1919 

14,1918 

18,1919 

6,1919 


Aug.     7,1919 


June 

Feb. 

July 

Feb. 

June 

Aug. 

July 

Oct. 

July 

Aug. 

Nov. 

July 

Oct. 


26 
27 
21 
27 

11 

8 

1 

30 

16; 

29 

14 
8 
1 


July  24 
Nov.  21 
Aug.  1 
Nov.  21 


Aug.  1 
Aug.  8 
Aug.  22 
Nov.  21 


Nov.  28 


Nov.  21 

do.. 

Apr.  3 
May  15 
June  5 
Aug.  12 
Nov.  21 
July  18, 
Nov.  21 


1918 
1919 
1918 
1919 
1918 
1918 
1918 
1918 
1918 
1918 
1918 
1919 
1918 

1918 
1918 
1918 
1918 

1918 
1918 
1918 
1918 

1918 

1918 


1919 
1919 
1919 
1918 
1918 
1918 
1918 


Authority. 


Date  of 
authority. 


Oct.   30,1918 


Oct.   30,1918 


I  June  20,1919 


H.  A.  Betaque 


H.  A.  Betaque. 


H.  A.  Betaque. 


July  17,1919 
July  29,1919 
Aug.  12,1919 


Dec.  30,1918 


Nov.    8,1918 
Nov.**8,'i9i8 


June  10,1919 


Apr.  12,1919 


Aug.     2,1919 


Mar.  13,1919 
Maf."i3,'i9i9' 


Nov.  21, 1918 


Sept.  26, 1918 
Nov.  26, 1918 
July   17,1919 


Dec.  18,1918 
Dec*  "i,"  wis" 


Dec.    2, 1918 


Juno  10,1919 


Nov.  30,1918 
Nov."36,'i9i9 


Date  of 
leaving. 


Feb.  27,1919 


Aug.  19,1919 
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Name  and  positiaii. 


CONSTRUCTION— continued . 


B.  E.  lCillard,chalnnian.... 
W.  M.  Stammler,  chainman . 


P.  D.  McCarthy,  chainman. 
J.  K.  Williams,  chainman. . 
0.0.  Bowon,  steel  foreman. 


Leslie  G.  Kobler,  steel  yard  olerk 

A.  Beyer,  assistant  field  engineer 
Frank  Hope,  Jr.: 

Invoice  clerk 

Time  checker 

0UAKD8. 

C.  F.  Wllken,  plant  guard 

J.  A.  Watson,  guard , 


H.  B.  Frisbie: 

Doorman 

Guard 

T.  G.  Cinnamon,  guard 

C.  E.  l£urray,  guard. . . 


Geo.  B.  Etchart,  guard 

Otto  J.  Bchrems,  guard 
Henry  Melvin,  guard . . 


Weekly 
salary 
rate. 


128.86 
21.00 
2&86 
28.86 
28.86 
40.38 
51.90 
56.52 
20.76 
27.84 
31.14 

2&38 
27.72 


34.62 
3&00 
37.33 
23.10 
26.52 
28.86 
28.80 
91.20 

28.10 
26.52 
28.86 
28.80 
21.90 
26.52 
28.86 
28.80 
21.90 
23.10 
28.86 
28.80 
28.80 
28.80 
23.10 
28.86 
28.80 
28.80 
28.80 


l)ateof 
appointment, 

pffomatioBy 
and  reduction. 


Jan.  25,1919 
Sept.  19, 1918 
Nov.  21,1918 

do 

Aug.  14,1919 
Oct.  10,1918 
Nov.  9,1918 
ICar.  10,1919 
Nov.  18,1918 
June  5, 1910 
June  30,1919 

Nov.  22, 1918 
July     3, 1919 


AatiMrity. 


of 
autliOBri^. 


Date  of 


July 
Nov. 
Dec. 
Aug. 
Oct. 
Nov. 
i.'ec. 
Apr. 

Sept. 

Oct. 

Nov. 

Feb. 

Sept. 

Oct. 

Nov. 

Dec. 

Sept. 

Oct. 

Nov. 

Dec. 

Apr. 

May 

Oct. 

Nov. 

Jan. 

July 

June 


25, 1918 
25, 1918 
12, 1918 
15, 1918 
3, 1918 

25. 1918 
12,1918 

12. 1919 


26, 

31, 

25, 
12, 

'?; 

10, 
24, 
23, 

28, 


1918 
1918 
1918 
1919 
1918 
1918 
1918 
1918 
1918 
1918 
1918 
1918 
1919 
1919 
1918 
1918 
1919 
1919 
1919 


I 


Nov.  30,1918 
Aug."i8,'i9i9 


.1  Nov.  27,1918 
.1  Apr.  16,1919 


July  21,1019 


July  14,1010 


Nov.  25,1018 
Dec.  16,1018 


Oct.  16,1018 
Nov.  25,1018 
Dec.  16,1018 
Apr.  17,1010 


Oct.  16,1018 
Nov.  30, 1018 


Oet.  16,1010 
Nov.  26,1018 
Dec.  16,1018 


Oct.  16,1018 


Dec.  16,1918 


Jan.  24,1910 
July  21,1019 
July    2, 1019 


Jan.   U,Nn 


Nov.  as^lSH 


Feb.  1^1919 


Dee.  16,1018 
Apr.  n,ISI9 


Dec.  IS^ltU 


DROPPED  FROM  ROLL. 


Name. 


Position. 


Vice  president 

Expediter 

Vice  president  and  purchasing  agent. 


Administmtion  department: 

G.  M.  Scofield 

Wm.  J.  Rivers 

Oswald  Speir 

Purchasing  department : 

A.  L.  Baker Assistant  purchasing  agent 

J.  M.  Johnson I do 

Roberta  Grogan |  Stenographer 

Alice  Noonan , do 

M.E.Stewart 1 do 

Auditing  department:  j 

H.  D.  Haynes ' do 


E.  D.  Johnston 

J.  W,  Moore 

Walter  Turner 

George  A.  Lane 

C.  E.  Ragland 

Newton  Bubbell 

Frederick  W.  Elliott 

Arthur  White i do 

General  office: 

Sam  VanSciver. 
Frances  Morrison 


Cost  and  distribution  derk. 
do 


do. 
do. 
do. 
do. 
do. 


8153.84 

77.28 

U5.38 

61.00 
80.00 
20. 7» 
18.48 
18.48 

23.10 
28.10 
26.53 
20.76 
23.10 
25.38 
26.58 
25.38 
28.10 

10.68 
20.76 


Date  or 
tag. 


JaoL  18,1019 
Dee.  JkO«ltU 
Apr.    l,m» 

Nov.  u.ms 
8mL  «,iai8 
Feb.  %im 
Deo.  lAplM 
Sept.  9,iat 

July  ivm 
Mar.  ^IM 
Dea.  2».]9U 
July  SS,1» 
Jan.  M.lin 

Da 

Do. 

Da. 
I>ee,  )6,Ifll 


Jan. 
Mar. 
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Statement  of  personnel  during  period  from  June  4, 1918,  to  Aug.  20^  1919 — Con. 

DROPPED  FROM  ROLL-Oontiniied. 


Name. 


Oeneral  offloe—Continued. 

ICanr  Pease 

A.  De  Joumette 

Hilda  Lindhorat 

Violet  HemT 

(JCrs.)  K.  M.  Bmery.... 

Alice  O.Ford 

Helen  Sacbs 

(Miss)  I.  A.  Leith 

Grace  Potter 

.«     liola  MoDneU 

Buth  Bowman 

BodwayHaixls 

Paul  Ben 

Houstcn  Bvans 

Clarence  Mooson 

Maloolm  Little 

Sherman  Banuon 

TCnglneering  department: 

F.  DoQgheixy 

Mrs.  C.  A.  Widdioombe. 

EvelTn  Soldini 

Bessie  GorroU 

Cordelia  H.  Lunge 

Ida  J.  Whipple 

Geo.  E.  Wefles 

J.  R.  Horrigan 

RobbYearglii 

Ernest  Bauman,  Jr 

EstalR.  Bourne 

•T.  C.Klstner 

E.J.  Flores 

E.J.  Widen 

D.  L.  Bissell 

R.  M.  Brogle 

R.  B.  Andrews 

W.  F.  Chapman 

Robt.  J.  Bent 

Herbert  £.  Graw 

P.  T.  Orlopp 

F.A.Rhodes 

H.  Van  Antwerp 

Chas.  Kaul 

J.  Van  Rosen 

G.  F.  Deatherage 

T.  H.  Matson 

A.  B.Titus... 

H.  Maguire 

J.C.Shaw 

Burnett  L.  Lunt 

W.  H.  Bowman,  Jr 

C.  A.  Hansen 

Geo.  G.  House 

Wm.  A.  Maddem 

G.  A.  Hansen 

A.S.  Nibecker 

£.  M.  Hoffman 

8.  O.Clements 

'  B.  M.  Morris 

H.8.  Gerity 

E.  Freese 

8.  M.  Fill 

O.  A.  d'Hemeoourt 

J.  £.  Dowell 

£.  T.  Banning 

John  T.Long 

A.  Squires. 


Employment  department: 

FemBurford 

Qertrude  Klein 

leannette  George 

Genevieve  Beaver 

Rosa  Reynolds 

GUireCruffl 

Timekseper  department: 

H.  A.  Potts 

•    I.e.  Campbell 

H.C.  Wirth 

'  ■   ThoSr  C.  Downey 

O.R.  Sparks 

F.M.  O'Connor 

Harry  L.  Gamer 


Position. 


File  clerk 

Stenograpiier. .  * 

do 

do 

do 

do 

do 

Nurse 

TelephiQQe  operator. 

!;!!!do"'!!I"!";i! 


.do. 

do.... 

do 

Office  boy. 
do.... 


Consulting  engineer. 

Stenograimer 

do 

do 

do , 

.....do 

File  clerk 

do 

do 


.do. 
Draftsman. 

do 

do 

do 

do 

do 

do 

do 

do , 

do 

do 

do , 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

Inspector.. 
Draftsman. 

do 

do 

do 

do 

do 

do , 

do 

do 

do 

do 


Addressograph  operator. 

Stenographer 

do 

do 

....do 

....do 


Timekeeper . 

do 

do 

do 

do 

do 

do 


Salary 
rate. 


P 
P- 


117.28 

ao.76 

23.10 
23.10 
28.86 
23.10 
28.10 
40.00 
18.48 
18.48 
16.04 
10.00 
10.00 
20.76 
15.00 
10.00 
10.00 

115.38 
23.10 
20.76 
18.48 
20.76 
23.10 
17.28 
13.88 
18.86 
11.52 
11.52 
46.14 
40.38 
34.62 
40.38 
23.10 
34.62 
24.24 
25.38 
30.00 
38.10 
.h.  .76 
38.10 
34.62 
36.90 
34.62 
28.86 
23.10 
85.76 
40.38 
82.28 
38.10 
38.10 
38.10 
38.10 
.h.  .00 
h.  LOO 
38.10 
34.62 
40.38 
82.28 
40.38 
32.28 
84.62 
28.86 
30.00 
23.10 
34.62 

20.76 
13.86 
23.10 

aa76 

23.10 
13.87 

3L14 
3L14 
8L14 
3L14 
3L14 
3L14 
3L14 


Date  of  leav- 
ing. 


Mar. 
July 
Jan. 
Dec. 
»t. 


July 

July 

Feb. 

July 

July 

Sept. 

Nov. 

Mar. 

Aug. 

Aug. 

8<^t. 


27 
13; 

13 
12 
19 
14 

1 
25 

9 

lOi 
16 
19 
21 
15 
20; 
2 
16 


Nov.  28 
May  17 
Aug.  17 
Feb.  6 
July  31 
Apr.  22 
Jan.  23 
June  12 
Mar.  6 
Jan.  7 
Jan.  5 
Jan.  12 
Jan.  30 
Jan.  12 
Jan.  19 
Jan.  23 
June  25 
July  10 
Do. 
Mar.  23 
July  4, 
May  16 
Apr.  24 
Feb.  19 
Dec.  2 
Oct.  24 
Nov.  14 
Jan.  9 
Nov.  13 
Apr.  17 
Jan.  5 
Mar.  16 
Apr.  24 
Jan.  5 
Mar.  30 
Aug.  17 
May  18 
May  1 
Jan.  18 
Apr.  13 
Mtf.  80 
Apr.  16 
June  7 
Dec.  16 
Dee.  5 
Aug.  19 
Nov.  6 
Nov.    7 

Jan.  23 
Jan.  15 
June  22' 
Oct.  7 
Apr.  13 
Sept.  20; 


July  24,1919 
July  2,1919 
July  24,1919 
Jan.   16.1919 

Do. 

Do. 
Aug.  7,1919 


1919 
1919 
1919 
1918 
1918 
1918 
1918 
1918 
1919 
1919 
1918 
1918 
1918 
1919 
1918 
1918 
1918 

1918 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 

1919 
1919 
1919 
1919 
1919 
1918 
1918 
1918 
1919 
1918 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1919 
1918 
1918 
1918 
1918 
1918 

1919 
1919 
1919 
1918 
1919 
1918 
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Statemeni  of  personnel  Ourkig  period  from  June  4,  1918,  to  Aug.  20,  191$^0oa. 

DROPPED  FROM  R0LIr>G«ittni]6d. 


Name. 


Timekeeper  department— Continued. 

O.  E.  Orr 

Chester  Lee 

C.W.Clark 

Harry  Pugh 


Joelgo.. 
J.  A.  Derby. 


L.  E.  Thompson 

W.W.  SatdieH 

J.W.Hamilton 

Ella  Waterstreet 

Stores  department: 

J.  B.  Wisler 

F.M.Simpson 

D.  R.  Sprague 

A.  Anderson 

H.Britton 

A.  T.Crane 

Amo  V.  Mever 

Howard  Wilbams 

B.  A.  BirdseU 

W.  C.  Getty 

J.  V.  Schofteld 

Matthew  Schwimmer. 

Thos.  P.  Meehan 

R.  C.  Shannon 

J.  B.  Wisler 


Construction  department: 

Lillian  HouJc 

Lawrence  Hussey 

H.  C.  Ayres 

W.  W.  Gaston 

E.  R.  Damarus 

Robt.MitcheU 

F.  Turley 

W.  M.  Ledbetter 

F.  L.  LawsoD 

F.  L.  McMeohen 

jr.  M.Si^ts 

Lanson  Wilson 

Kenneth  Stursenegger. 

J.  L.Carter 

John  R.  West 

Geo.  N.  Soofleld 

Justin  Malone 

A.  Brockett 

W.  P.  Shrojshire 

K.S.  Heath 

A.  Schainiger 

L.  D.  Juck 

Dan  G.  Dawkins 

C.W.Hooker 

M.S.  Reed 

E.  A.  Fenton 

Robt.  J.  Lynch 

John  Hickey 

Geo.  N.  Scofeeld 

Frank  Robson 

JohnE.  Hickey 

Frank  Peterson 

W.W.Wood 

Harley  Fuller 

Wm.M.  Yeargin 

Guard  department: 

John  Fay 

H.  H.  Brown 

Frank  L.Smith 

E.  P.Nettie 

J.  N.  MaUett 

Albert  V.  Bureh 

C.  E.  Murray 

E.  B.  Salsberry 

Wm.  Lake 

Frank  Greer 

W.  L.  Walliice 

H.  F.  McLaughlin 

Wm.  C.Cook 

T.  Froslo 

Restaurant  department: 

A.  F.  SaussOT 

£.  C.  Jerme 


Position. 


Timekeeper 

doTT:. 

do 

do 

Guard 

Timekeeper 

....do..rr. 

....do 

....do 

Addressograph  operator. 


ToQlcterk 

Store  clerk 

do 

....do 

do 

do 

Yard  clerk 

Material  checker . 
Material  derk... 
Materia]  checker. 

do 

do 

Tool  checker 

Checker 

Tool  clerk 


Stenographer 

Civil  engineer 

Painter  foreman. 
General  foreman. 
Electric  foreman. 
Yard  foreman..., 
P.  D.  foreman... 
Superintendent.. 
Instrument  man. 

Inspector 

do 

Instrument  man. 

do 

Chainman 

do 

do 

do 

.....do 

....do 

do 

do 

....do 

do 

....do 

....do 

....do 

....do 

....do 

....do 

Steel-yard  clerk.. 

Flagman 

Messenger 

.do 


.do. 
.do. 


Guard. 

do. 

.....do. 

do. 

do. 

do. 

do. 

do. 

....do. 
....do. 

do. 

do. 

do. 

do. 


Restaurant  foreman. 
Conmiissary  derk... 


8i|»iy 
mte. 


$25.88 
S1.U 

a6u38 
20.16 
23.10 
20l7« 

2a  7e 

20.76 
20. 7« 
20.76 

27.8i 
3L14 
31.14 
27.  M 
24.24 
23.10 
28.» 
25.38 
27.84 
3L14 
20.70 
2&76 
21.90 
20L76 
27.84 


DateoTIeKr- 

ing. 


Dec.    3,1«« 

Nov.  saint 

Oct.  U,UiS 

Nov.  2i,nit 

Oct.  ULtStt 
Aug.  8.NI8 
Aug.  12»l$tR 
.\ug.  S8,lllt 

2.«i 


Dec  lt,10|il 
Jan.    U,l!9» 

DOL 


July  31,l31f 

Aug.  10.  m« 

Sept.  2.1VS 
Dee.  20.1«I8 
Jan.  16lIM» 
Aug.  IS^ISB 
8ept.l7,l«tf 
Nor.  38,lfU 
Aug.  27,  HD 
Aug.  2l,liU 
Dec.   JT    ~ 


13.86 
47.28 
42.72 
75.00 
40.38 
40.38 
60.00 
51.00 
94.62 
28.86 
28.86! 
21.90 
21.90 
84.62  1 
40.38  1 
17.28  i 
21.90  ! 
26.52  I 
28.88 
26.52  1 
26.52 
21.90, 
21.90 
28.86  I 
28.86  I 
21.90  .' 
21.90  I 
17.28  1 
17.28  1 
31.14  I 
13.80  t 
17.28 
17.28  t 
20.76  ! 
20.76  , 

28.80 
d.4.64 
28.80 
28.80 
23.10 
28.86 
23.10 
23.10 
23.10 
23.10 
28.80 
28.80 
28.86 
23.10 


Oct. 

Oet. 

Oct. 

Aug. 

Oct. 


Nov. 
Oct. 
Nov. 
Oct. 


Jan.  16,vm 
June  16,in9 
Jan.  H,WB 
Sept.  10,1118 
Nov.  2l,lil8 
24,1918 
19,1918 
25,1918 
15,  MIS 
20,1918 
Sept.  12,1918 
Aug.  15,1911 
Aug.  12,I9U 
Jan.    16,1919 

Doc 
Deo.  28,1118 
20,191$ 
29.»I8 
7,1918 
_  10,19U 
Sept.  21,1916 
Sept.25,191S 
Sept.  18,1918 
Oet.  29,1918 
Jan.  25^1019 
Sept.  25. 1918 
Aug.  30,1918 
Dec  39,in8 

Do. 
Jan.  20,1919 
Aug.  28.191$ 
June  22,1919 
July  8,1919 
Feb.  20,1919 
Aug.  22,1919 

FA.  1<,I9» 
July  10,1919 
July  8,1919 
July  10,1919 
Nov.  21,1918 
Nov.  2,  IMS 
Dec.  16,1918 

Do. 
No¥.  26,1918 
Oct.  11,1918 
Jan.  2311919 
Apr.  30,1919 
Nov.  96,1918 
Nov.  15, 1 — 


78.86 


Jan. 
Dee. 


23,1911 
26,I9U 
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Obnerai.  Ordeb  No.  190. 

United  States  Shipping  Board 
Emergency  Fleet  Ck)RpoBATioN, 

PJUladelphia,  Pa.,  May  8,  1919, 
Babject :  ConcreteHship  construction — Relationship  of  resident  representative  to 
superintendent,  home  office,  and  district  manager. 

explanatory  note. 

Incidents  have  arisen  in  the  course  of  construction  of  the  concrete  ships  indi- 
cating that  there  is  not  a  clear  understanding  of  the  present  organization  for 
tbe  construction  of  concrete  ships.  The  present  general  order  is  issued  for  the 
ptirpose  of  defining  the  organization  as  now  in  operation.  (See  attached  appen- 
dix for  information  concerning  concrete-ship  contracts,  location  of  yards,  names 
of  aiesident  representatives,  etc.) 

relationship  of  resident  representative  to  the  superintendent. 

1.  The  resident  representative  will  act  as  the  representative  of  the  owner  on 
all  matters  of  ship  ccmstruction  as  contemplated  In  the  contract. 

2.  The  8iii>erlntendent  will  not  receive  Instructions  or  orders  relative  to  con- 
crete-ship construction  except  from  the  resident  representative,  and  all  communi- 
cations from  either  the  home  office  or  the  district  manager's  office  will  reach 
the  suiierintendent  through  the  resident  representative. 

3.  The  resident  representative  will  approve  all  technical  matters  having  to  do 
^^'ith  methods  of  ship  construction  and  details  of  structural  ship  design  or 
modifications  of  design  as  proposed  by  the  superintendent.  Changes  materially 
increasing  the  weight,  materially  increasing  the  cost,  or  modlf^'Ing  the  general 
arrangement  plan  of  the  ship,  or  reducing  the  structural  strength  (which  is 
determined  in  accordance  with  the  standards  approved  by  the  home  office)  will 
not  be  made  except  with  the  prior  approval  of  the  home  office. 

4.  The  resident  representative  will  keep  accurate  detail  data  as  to  cost  and 
progress  of  construction,  reporting  to  the  home  office  and  district  manager  as 
required.  He  will  pass  upon  and  approve  all  ship-construction  exi)endltures 
subject  to  the  general  supervision  of  the  district  manager  as  defined  in  General 
Order  No.  186  and  the  home  office.  All  expenditures  for  plant  construction  and 
maintenance  are  under  the  jurisdiction  of  the  district  plant  engineer. 

5.  The  superintendent  will  not  be  relieved  of  his  responsibility  for  the  opera- 
tion of  all  details  of  the  work  and  he  will  maintain  an  efficient  and  economical 
organization,  the  personnel  to  be  subject  to  the  approval  of  the  resident  repre- 
sentative and  the  district  manager. 

relationship  of  the  resident  representative  to  the  HOICE  OFFICE. 

1.  The  resident  representative  will  be  appointed  by  the  manager  of  the  ship 
construction  division  and  will  be  responsible  to  the  home  office  for  all  matters 
relative  to  concrete-ship  construction  not  specifically  delegated  in  this  order  to 
the  district  manager. 

2.  The  home  office  will  have  supervisory  charge  of  all  matters  having  to  do 
with  the  design  or  method  of  construction  or  production  of  concrete  ships.  It 
shall  have  supervision  of  the  action  of  resident  representative  on  all  technical 
matters. 

3.'  All  intercourse  with  the  classification  societies  with  respect  to  appro^^al  of 
plans  or  the  making  of  tests  will  be  under  the  supervision  of  the  home  office. 

4.  The  home  office  will  keep  close  supervision  of  the  relative  cost  and  progress 
of  various  items  of  work  in  the  several  yards  with  a  view  to  reducing  costs  and 
imi>roving  methods  where  the  costs  are  high. 

5.  The  home  office  will  be  the  medium  through  which  inquiry  will  be  made 
concerning  the  delivery  of  supplies,  materials,  equipment,  etc.,  purchased  by 
the  home  office. 

relationship  of  resident  representative  to  district^  manager. 

1.  Dstrlct  manager  will  exercise  such  supervisory  control  over  the  concrete 
shipyards  as  is  necessary  for  a  proper  correlation  of  all  the  ship-construction 
activities  In  his  district.  He  will  keep  In  constant  touch  with  all  the  activities 
of  the  resident  representative  and  lend  the  facilities  of  his  office  in  supervising 
all  matters  not  affecting  the  technical  problems  of  design  and  construction. 
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2.  The  district  manager  will  have  general  supervisory  charge  of  all  expendi- 
tures made  in  the  concrete  shipyard,  subject  to  the  provisions  of  Greneral  Order 
No.  186,  and  will  be  the  appointing  officer  for  the  personnel  of  the  resident 
representative's  office,  excepting  the  resident  representative. 

3.  The  resident  representative  will  be  responsible  to  the  district  manager  for 
the  performance  of  his  worlc  in  a  manner  such  as  will  contribute  most  effectivelT 
to  the  production  of  concrete  ships  of  good  quality  and  the  carrying  out  of  die 
policies  of  the  home  office.  In  exercising  supervisory  control  over  the  concrete 
shipyard  the  district  manager  will  receive  such  technical  assistance  from  the 
concrete  ship  section  of  the  home  office  as  may  be  required. 

AX7TH0RIZED  CHANNELS  OF  OOMICUNICATION. 

1.  All  correspondence  will  be  carried  on  in  accordance  with  the  spirit  of  the 
paragraph  relating  to  correspondence  in  the  general  orders  estalilishlng  tiie 
district  offices.  All  communications  between  the  home  office  or  the  district 
office  and  the  superintendent  will  be  carried  on  through  the  resident  representa- 
tive. It  is  expected  that  in  all  routine  matters,  such  as  transmission  of-  weeidj 
reports,  letters  having  to  do  with  the  delivery  of  materials  or  supplies  pur- 
chased by  the  home  office  and  the  approval  of  technical  details,  there  will  be 
direct  communication  between  the  home  office  and  the  yards,  and  vice  verst, 
copies  of  all  such  reports  and  correspondence  being  sent  colncidentally  to  the 
district  manager. 

2.  Communication)^  on  all  matters  having  to  do  with  appropriations,  persoo- 
nel  of  resident  representative  and  superintendent's  organizations,  policies  affect- 
ing the  district  organization,  delivery  of  materials  or  supplies  purchased  through 
the  district  office,  industrial  relations,  auditing,  and  similar  matters  will  be 
addressed  to  the  district  manager,  with  copies  to  the  home  q^ce  or  resident 
repres«itative,  as  the  case  may  be. 

J.  L.  AcKEBSON,  Vice  President. 

Appendix. 

1.  Contracts  for  concrete  ships, — These  contracts  (with  the  exception  of  those 
for  two  experimental  ships)  are  in  the  form  of  agency  contracts  In  whU!h  the 
contractor  or  agent  acts  in  the  capacity  of  a  superintendent  for  the  owner. 
The  contract  provides  that  the  owner  shall  have  complete  control  of  all  exxieidl- 
tures  for  material,  labor,  and  overhead. 

2.  Establishment  of  concrete-ship  yards, — Shipyards  for  the  construction  of 
concrete  ships  have  been  established  at  Wilmington,  N.  C. ;  Jacksonville,  FUl  ; 
Mobile,  Ala. ;  San  Diego,  Calif. ;  and  San  Francisco,  Calif. 

3.  Appointment  of  resident  representative. — ^The  construction  of  reinforced- 
concrete  ships  being  an  entirely  new  industry  with  no  established  precedents 
there  was  placed  in  each  of  the  concrete  shipyards  an  engineer  with  wide  expe- 
rience in  reinforced-concrete  design  and  construction  to  act  as  the  r^reseatative 
of  the  owner  on  the  ground  to  pass  upon  and  approve  all  details  of  design  as 
well  as  methods  of  construction.  Because  of  the  laclc  of  precedents  it  was 
deemed  advisable  that  there  should  be  close  cooperation  between  the  superin- 
tendent and  the  owner,  and  to  this  end  the  resident  representative  is  given 
wider  authority  than  in  the  case  of  the  resident  inspectors  in  the  steel  or  wood 
yarda  The  resident  representatives  In  the  several  yards  are:  W.  C.  Spiker, 
Wilmington,  N.  C. ;  L.  F.  Harza,  Jacksonville,  Fla. ;  E.  S.  Closson,  Mobile^  AJtaL; 
H.  A.  Betaque,  San  Diego,  Calif. ;  L.  R.  McWethy,  San  Francisco,  CaUf.  The 
resident  engineers  in  charge  of  the  two  experimental  ships  are:  W.  R.  Harper, 
Flushing  Bay,  N.  Y. ;  L.  W.  Walter,  Brunswick,  Ga. 


August  2,  1918. 

From:  District  No.  7,  district  manager. 

To :  Vice  president  in  charge  of  construction,  attention  Mr.  Charles  Piez,  Phil- 
adelphia, Pa. 

Inclosures:  (a)  Letter  from  Mr.  Thomas  A.  Thacher,  assistant  counsel  sev- 
enth district,  to  district  manager,  dated  August  1,  file  B-3;  (&)  report  of 
appraisement. 

Subject :  Purchase  of  land  for  Liberty  Yard,  Alameda,  Calif. 

I  am  handing  you  herewith  inclosures  as  specified  above. 

A.  F.  PlLLSBUKT, 

District  Manager,  District  No.  7. 
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United  Statks  Shipping  Board  Emergency  Fleet  Corporation, 

San  Francisco,  Calif. ^  Auffust  i,  1918, 

Prom :  District  No.  7,  Assistant  Counsel  T.  A.  Thacher. 
To :  District  No.  7,  District  Manager  A.  F.  PiUsburj',  Esq. 
Subject:  Liberty  yard  plant  appraisement. 

I  hand  you  herewith  in  duplicate  a  report  of  the  option  price  of  the  site  of 
the  above  plant  signed  by  Supervising  Engineer  Jubb,  Assistant  District  Counsel 
Wright,  and  myself. 

You  probably  wish  to  know  what  was  done  by  this  office  before  reaching  the 
<«nclu8lons  contained  in  the  report.  In  accordance  with  Instructions  from  you 
and  General  Counsel  C.  W.  Cuthell,  we  engaged  Mr.  P.  A.  Dlnsmore  to  appraise 
the  property  for  us.  Mr.  Dlnsmore  Is  the  appraiser  for  the  First  Savings  Bank 
of  Oakland.  He  associated  with  him  Mr.  K.  W.  Klttrelle  of  the  Realty  Bond  & 
Finance  Co.,  of  Oakland,  and  also  H.  A.  Lafler.  Both  these  gentlemen  have 
Tiad  considerable  experience  in  making  appraisals  In  Alameda  County. 

While  as  a  bank  appraiser  we  considered  that  the  appraisal  of  Mr.  Dlnsmore 
would  be  conservative,  we  felt  that  he  would 'not  be  carried  away  by  the  ex- 
travagant hopes  of  many  now  dealing  In  Oakland  water-front  properties.  In 
addition  to  Mr.  Dlnsmore  we  also  consulted  H.  P.  Bancroft,  a  member  of  the 
partnership  of  Breed  &  Bancroft,  which,  in  addition  to  being  a  leader  In  the 
real  estate  business,  has  been  the  firm  most  active  In  handling  sites  on  the 
Oakland  estuary.  We  have  further  conferred  with  Willard  W.  White,  a  real 
estate  operator  of  Oakland,  regarding  the  value  of  the  tract.  In  addition  to 
the  above  we  have  conferred  regarding  value  of  Alameda  frontage  with  the 
following  persons: 

C.  H.  Bentley,  director,  and  A.  K.  Tlchnor,  vice  president  of  the  Alaska 
Packers'  Assc^Latlon. 

M.  W.  Mclmosh,  who  sold  a  piece  of  neighboring  frontage  to  the  Alaska 
Packers'  Association. 

Capt.  W.  G.  Tlbbitts,  president  of  Barnes  &  Tlbbltts  Shipbuilding  &  Dry 
Dock  Co. 

H.  G.  Robinson,  attorney  for  Bethlehem  Shipbuilding  Corporation  (Ltd.)  at 
San  Francisco,  who  acted  for  Mayor  James  Rolph,  jr.,  In  his  recent  purchase  of 
Oakland  estuary. 

Daniel  J.  Hanlon,  president  of  the  Han  ion  Dry  Dock  &  Shipbuilding  Co.    . 

T.  J.  Wyche,  chief  engineer  of  the  Western  Pacific  Railroad  Co. 

Lewis  H.  Spear,  president  of  the  Pacific  Steel  &  Wire  Co. 

William  A*  Boole,  who  had  an  option  at  one  time  on  part  of  the  property 
optioned  to  the  Fleet  Corporation. 

Mr.  Wright,  Mr.  Jubb,  Mr.  Ames,  and  I  spent  practically  all  one  afternoon 
with  Mr.  Dlnsmore.  Mr.  H.  A.  Lafler,  and  Mr.  Klttrelle,  and  Mr.  Wright  and 
I  spent  another  afternoon  with  Mr.  Dlnsmore  and  still  another  with  Mr. 
Klttrelle. 

We  believe  the  sources  of  our  information  secured  to  be  trustworthy, 
although  they  cnn  not  be  guaranteed. 

Regarding  the  question  as  to  whether  or  not  the  price  Is  the  lowest  which 
the  Oakland  Water  Front  Co.  will  give,  we  have  relied  on  the  conference 
which  you  and  I  had  with  Mr.  A.  B.  Hammond  and  Mr.  W.  S.  Burnett.  These 
gentlemen  are  directors  and  have  the  control  of  that  company.  In  this  connec- 
tion we  also  interviewed  Mr.  Vanderlyn  Stow,  vice  president  and  director  of 
the  company,  and  Mr.  J.  Beaumont,  the  assistant  Secretary. 
Yours,  very  truly, 

Thomas  A.  Thacher, 

Assiatant  Coi^nel, 

Report  on   Proposed  Expenditure  of  $1,000,000  for  the  Purchase  of  the 

Liberty  Yard,  Alameda,  Calif. 

option. 

San  Francisco,  Jul)f  2h.  1918. 

Under  date  of  July  1,  1918,  the  Oakland  Water  Front  Co.  executed  a  sixty 
(60)  day  option  of  about  one  hundred  and  sixty  (160)  acres  of  land,  with 
certain  rights  In  other  land  and  certain  additional  privileges  to  the  United 
States  Shipping  Board  Emergency  Fleet  Corporation.    The  purchase  price  set 
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was  one  million  ($1,000,000)  dollars,  and  in  addition  the  Fleet  Corporation 
to  assume  certain  obligations. 
The  land  under  option  appears  from  the  following  diagram. 


^5^Aq-  B 


75. 167  Mi 
A 


The  aci'eage  of  the  land  shown  above  is  as  follows: 

Tract  A 75. 187 

9.583 
71.0S9 

155.839 

Tract  B *3.  505 

Tract  C *6. 593 

Tract  D 1. 542 

Tract  E 2.  750 

Total 160. 121 

Under  the  above  option  the  purchaser  has,  in  addtiion,  the  right  to  maintain 
across  tract  No.  32  (a  tract  adjacent  to  the  above  parcel  across  Webster 
Street)  four  dredge  pJpes  and  the  right  to  carry  dredged  material  across  tract 
No.  39,  and  to  deposit  dredged  materials  in  tracts  No.  40,  No.  42,  and  No.  45, 
these  tracts  belonging  to  the  Oakland  Water  Front  Company.  The  purdiaaer 
must,  therefore,  deliver  an  agreement  to  keep  the  Water  Front  Company  hann- 
less  from  liability  for  damage  to  persons  or  property  outside  the  above  tracts 
arising  from  dumping  or  escape  of  dredged  material. 

The  vendor  will  convey  two  tracts  of  approximately  0.505  and  0.856  acres  to 
the  city  of  Alameda  for  public  streets. 

The  vendor  will  convey  to  the  United  States  for  purposes  of  navigation  18.04 
submerged  acres  outside  the  pierhead  line. 

The  purchaser  is  to  assume  ns  of  June  1,  1018,  all  rights  and  obligations  In 
agreement  dated  March  18,  1918,  between  Oakland  Water  Front  Company  and 
Bethlehem  Shipbuilding  Corporation  (Ltd.).  An  estimate  of  the  amount  at 
present  due  is  thirty-nine  thousand   ($39,000)  dollars. 

Tract  A  along  its  southwesterly  border  is  subject  to  a  sewer  easem^it  in  the 
city  of  Alameda,  which  Mr.  Jubb  states  will  not  Interfere  with  any  bnildfn^s 
at  present  planned,  and  also  to  a  trackage  right  of  way  in  the  Southern  Pacific 
Railroad. 


»  Eiibject  to  eflsements,  and  therefore  not  Included  in  total  area. 
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Plans  Illustrating  this  report  are  annexed. 

No.  I,  showing  the  location  of  tract  30  (see  page  4)  in  Oakland  Harbor. 
No.  II,  showing  the  optioned'  land  and  land  adjoining  owned  by  the  Bethle- 
liein  Shipbuilding  Corporation   (Ltd.). 

No.  Ill,  showing  borings  upon  the  optioned  land. 

THE  PRICE. 

The  Alameda  marshlands,  of  which  the  above  tract  is  a  part,  constituted  real 
estate  which  had  no  great  value  until  after  1890.  In  sales  of  the  upland,  adja- 
cent— that  is,  lands  not  marshlands — undivided  areas  of  the  marshland  were 
frequently  thrown  in  for  goo<l  measure.  This  had  been  the  ease  since  1851,  when 
tlie  whole  of  Alameda  was  purchased  for  fourteen  thousand  ($14,000)  dollars 
by  Messrs.  Chipman  and  Aughenbaugh.  The  result  was  that  by  1890  the  titles 
of  the  marshland  were  in  hopeless  confusion.  A  partition  suit  was  instituted 
by  the  Pacific  Improvement  Company  against  W.  A.  Waymlre  and  many  other  de- 
fendants, and  in  19(X)  the  decree  was  entered.  xVt  that  time  the  industrial  his- 
tory of  the  Alameda  marshland  starts. 

The  Oakland  Water  Front  Company  and  its  parent  company,  the  Pacific  Im- 
provement Company,  were  allotted  among  other  properties  tract  No.  39.  The 
Pacific  Improvement  Company  deeded  tract  No.  30  to  the  Oakland  Water  Front 
Company,  which  has  since  been  the  owner.  Tract  No.  30  includes  all  of  the 
land  covered  by  the  option  with  the  exception  of  tract  E,  and  also  certain  other 
land  now  owned  by  the  Bethlehem  Shipbuilding  Corporation  (Ltd.). 

The  primary  question  is  the  price — whether  $1,000,000  is  a  fair  price  to  be 
paid  by  the  Fleet  Corporation  for  the  above  property. 

APPBAISEBS'   VALUATIONS. 

In  order  to  have  the  value  ascertained  we  employed  Mr.  P.  A.  Dinsraore  to 
appraise  the  above  tract  A.  Mr.  Dlnsmore  is  appraiser  for  the  First  Savings 
Bank  of  Oakland.  He  has  appraised  the  tract  at  $665,000.  A  copy  of  his  ap- 
praisal is  attached. 

Mr.  Bancroft,  of  Messrs.  Breed  &  Bancroft,  which  is  a  leading  real  estate 
firm  of  Oakland,  and  one  familiar  with  industrial  sites,  sets. the  value  at  $6,000 
per  acre  for  the  whole  tract  or  $960,000  approximately. 

We  are  inclined  to  think  that  the  figure  set  by  Mr.  Dinsmore  is  too  conserva- 
tive. It  is  based  upon  a  theory  of  valuation  by  which  the  tract  is  cut  into  two 
zones — one  covering  the  water  front  property  and  the  other  including  property 
not  benefited  by  the  water  front. 

The  zone  of  water  front  property  as  located  by  Mr.  Dlnsmore  lies  in  front  of 
a  line  approximately  seven  hundred  and  fifty  (750)  feet  from  the  water  front 
and  parallel  to  it  He  argues  that  the  rest  of  the  property  is  classed  as  not 
benefited  by  the  water  front.  The  water  front  land  is  valued  at  $10,000  per 
acre  and  the  balance  at  $2,100  per  acre. 

In  our  opinion  first  too  small  an  amount  of  land  is  included  in  the  water  front 
zone;  and  second  $2,100  per  acre  estimated  as  the  value  of  the  land  not  bene- 
fited is  very  low. 

DEPTH  OF  WATEE  FRONT  PBOPERTY  FOB  VALUATION  PURPOSES. 

A  seven  hundred  (700)  foot  depth  would  unquestionably  be  sufficient  for  a 
small  shipyard  and  for  numerous  minor  water-front  activities.  In  the  case 
of  a  piece  of  property  with  such  a  depth  there  would  certainly  be  more  pur- 
chasers than  if  the  depth  ran  back  fourteen  hundred  and  fifty-six  (1,456)  feet, 
as  does  the  land  contained  in  tract  A. 

For  a  large  industrial  proposition,  however,  water-front  land  with  such  greater 
depth  would  be  particularly  valuable.  Eliminating  shipyards,  the  natural  use 
of  such  a  tract  would  be  for  a  steamship  terminal.  In  such  case  the  whole 
depth  of  1,450  feet  would  be  peculiarly  advantageous. 

This  land,  uncut  by  streets  and  with  a  frontage  on  a  channel  thirty  feet  deep, 
would  seem  admirably  adapted  for  such  a  use.  This  is  illustrated  by  the  fol- 
lowing fact:  In  land  adjoining  to  the  east  and  of  somewhat  greater  depth 
frx>m  the  water,  the  Alaska  Packers,  utilizing  practically  the  whole  of  such 
depth,  have  cut  a  basin  and  erected  warehouses. 

In  this  connection.  It  would  seem  unlikely  that  an  owner  of  a  tract  like 
tract  A  would  ever  consent  to  selling  the  water-front  section  without  Insisting 
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that  the  purchaser  take  the  land  behind  it  A  seller  who  did  so  consent  wonlff 
certainly  demand  a  record  price  for  the  water-front  section,  since  by  his  aaJe 
he  would  greatly  depreciate  the  Talue  of  a  large  portion  of  liis  back  laad. 
He  would  be  far  more  likely  to  look  for  a  purchaser  who  would  utilise  the  ftoH 
depth.  The  only  land  in  the  Oakland  estuary  with  comparable  deptii  is  that 
owned  by  the  Alaska  Packers'  Association,  immediately  adjacent  to  tract  A 
and  with  a  depth  of  about  1;800  feet  In  1912  the  Alaska  Packov'  AasocUitlOK 
purchased  this  land  at  a  then  water-front  price  of  $7,500  per  acre,  and  we  ara> 
informed  by  the  attorney  for  the  seller  that  he  would  not  consider  the  seHtaqr 
of  anything  less  than  the  whole  depth  of  that  land. 

AS  TO  WATBII-IliONT  LAND  YALVE, 

In  order  to  arrive  at  a  proper  estimate  of  the  value  of  the  optioned  jyoiiettj 
it  is  desirable  to  consider  at  what  prices  water-front  property  akmg  both  aides 
of  Oakland  estuary  has  been  sold  or  optioned  or  is  held. 

I.  PBOFEBTY   ADJACENT  TO   FBOPOSED   LIBEBTT   YASD. 

1.  Sale  to  United  Engineering  Works. — ^February,  1912.  This  sale  was  of 
approximately  nine  (9)  acres  of  land  for  $50,000,  or  for  $5,555.55  per  acre. 
This  land  is  now  included  in  the  plant  of  the  Bethl^em  Shipbuilding  Corpora- 
tion,  (Ltd.).  This  sale  was  consummated  at  a  time  when  the  property  on 
Oakland  estuary  was  exceeding  quiet  and  when  prices  were  low. 

2.  Sale  to  Union  Iron  Works. — The  Union  Iron  Works  purchased  the  United 
Engineering  Works*  plant  at  Alameda.  With  a  view  to  future  expansioo,  the 
former  company  entered  into  negotiations  with  the  Oakland  Water  Front  Ooi 
for  the  purchase  of  additional  acreage. 

Negotiations  were  carried  on  for  about  a  year,  and  finally,  in  1917,  die- 
Union  Iron  Works  purchased: 

5,009  acres  at  $2,500  per  acre $12,747.50' 

38,048  acres  at  $8,500  per  acre 133,168.00 


145, 915. 6» 


The  above  acreage  had  no  water  front  except  that  portion  in  the  northeastera 
corner.  The  property  between  it  and  the  water  front  had  been  owned  by  tfte 
United  Engineering  Works  and  also  by  the  city  of  Alameda.  One  teason  why 
the  property  sold  so  reasonably  was  because  of  the  distance  between  the  sorflice 
of  the  land  and  hardpan.  In  some  cases  this  was  as  much  as  120  feet,  and  It 
made  the  piling  necessary  for  the  development  of  the  land  unusually  costly. 

3.  Previous  options  upon  proposed  Liberty  Yard. — ^The  Oakland  Water  Front 
Company  has  been  in  existence  about  fifty  yeara  It  is  controlled  by  the  PhcWc 
Improvement  Company,  the  stock  of  which  Is  owned  by  T.  H.  Hubbard  estate 
one-half  (i),  Crocker  Estate  Company  one-quarter  (i),  and  Leland  Stanford, 
Jr.,  University  one-quarter  (1).  We  are  informed  by  Mr.  Ashfield  Stow,  a 
gentleman  of  tlie  highest  standing,  vice  president  of  the  Oakland  Water  I-tont 
Company  and  the  financial  manager  of  Leland  Stanford,  Jr.,  University,  that 
on  account  of  the  resulting  situation  as  to  control,  in  accordance  with  a  rule 
of  the  company,  no  ofl'ers  of  Its  property  are  made  except  after  express  action 
by  the  directors  on  resolution  entered  in  the  minutes.  We  have  examined  the 
minutes  of  the  company  since  1911  and  find  entered  there  only  two  options- 
prior  to  the  option  to  the  Fleet  Corporation  and  excepting  those  resnltini^  to 
the  sales  heretofore  mentioned.    These  are  as  follows: 

Session  option. — February  19,  1913.  Oakland  Water  Front  Company  gave  an 
option  to  E.  C.  Sessions  to  sell  tract  30,  except  what  was  owned  by  United 
Engineering  Works  and  a  small  part  of  tract  29,  totalling  231.3  acres,  at  $5,732 
per  ncre,  or  $1,325,000.  This  included  the  land  subsequently  sold  to  the  Unioa 
Iron  Works  under  the  sale  heretofore  mentioned  as  well  as  the  land  under 
option. 

Boole  option. — July  6,  1913.  Oakland  Water  Front  Company  gave  W.  A. 
Boole  a  sixty  (60)  day  option  to  purchase  a  part  of  tract  30,  consisting  of 
78.846  acres  at  $10,424  per  acre,  or  $322,000.  The  bulk  of  this  tract  was  the 
parcel  of  71.590  acres  directly  back  of  the  water  front  and  included  Jn  Ike 
present  option  to  the  Fleet  Corporation.  Mr.  Boole,  when  interviewed  by  as» 
stated  that  he  secured  his  option,  after  very  considerable  difficulty,  indndtair 
several  months'  negotiations.    He  thought  that  possibly  on  the  final  windnp  be 
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misbt  get  the  property  cheaper,  but  he  felt  the  option  was  sufficient  for  him  to 
go  to  New  York  and  negotiate  at  l^igth  for  the  construction  of  a  shipbuilcUng 
plant  When  the  option  expired  he  attempted  to  obtain  a  renewal  for  exten- 
sion, but  this  was  peremptorily  refused  by  the  Oakland  Water  Front  Ck>mpany« 
4.  Alaska  Packers*  Association. — ^This  company  owns  a  large  piece  of  property 
adjoining  tract  No.  30  and  a  part  of  their  holding  the  Fleet  Corporation  was 
desirous  of  purchasing  for  the  Liberty  Yard.  The  Alaska  Packers*  Association, 
however,  refused  to  sell,  regardless  of  price.  The  tract  of  the  Alaska  Packers' 
Aasodation  lies  as  follows: 


Trmtt  *  30 


The  portion  of  the  above  tract  near  tract  No.  30  was  recently  acquired.  Cer- 
tain directors  of  the  Alaska  Packers  Association  told  Mr.  Charles  Plez  at  a  con> 
ference  held -in  July  in  San  Francisco,  that  their  president,  Mr.  Fortmann, 
only  by  careful  purchases,  slowly  made,  was  able  to  acquire  the  property  be- 
tween the  Fortmann  Basin  and  tract  No.  30.  The  fact  that  the  Alaska  Packers 
Association  has  been  threatened  with  requisition  proceedings  has  made  the 
officials  of  that  company  close  mouthed.  Certain  information,  has  however, 
been  obtained.  On  January,  1012,  the  heirs  of  Duncan  McNee  sold  tract  No. 
28,  comprising  20.01  acres  to  the  Alaska  Packers  Association  for  $150,000  or 
$7,500  per  acre.  At  this  time  the  land  was  only  partially  filled.  This  sale  is  of 
special  interest  in  connection  with  Mr.  Dinsmore's  zoning,  because  the  price  was 
apparently  figured  on  an  equal  amount  per  acre  throughout,  although  the  tract 
is  about  1,800  feet  deep. 

The  value  of  this  land  has  rapidly  increased  since  1912.  Two  recent  apprais- 
als made  for  the  Bethlehem  Shipbuilding  Corporation  (Ltd.),  of  the  part  of  this 
land  desired  for  the  Liberty  Yard  (roughly  that  part  northwest  of  a  line  drawn 
from  the  southeast  corner  of  tract  A,  north  to  the  water  front),  showed  the  value 
at  $20,000  per  acre.  On  the  other  side  of  Fortmann  Basin,  the  original  part  of 
the  Alaska  Packers  Association's  land,  Taylor  sold  to  the  Alaska  Packers  Asso- 
ciation for  $150,000  (figuring  improvements  at  $30,000)  six  (6)  acres,  or  $20,000 
per  acre.    This  deed  was  recorded  December  24, 1017. 

II.   OTHBB  PBOFEBTT  ON  SOUTH  SIDE  OF  OAKLAND  ESTUABY. 

Barnes  d  Tibbitts  Shipbuilding  Co.  tract. — ^Adjoining  the  lan^  on  the  Ala- 
meda estuary  owned  by  Alaska  Packers  Association  is  the  parcel  owned  by 
Barnes  &  Tibbitts  Shipbuilding  &  Dry  Dock  Co.    This  tract  is  shaped  as  follows : 


Clemen  f  Sh 


This  piece  was  sold  by  the  Pacific  Gas  and  Electric  Company  to  Barnes  & 
Tibbitts  in  Septemt)er,  1918,  later  conveyed  to  Barnes  &  Tibbitts  Shipbuilding 
&  Dry  Dock  Company.  The  price  paid  was  $75,000  for  approximately  10.8,  or 
IPS',944  pet  acre.    Barnes  &  Tibbitts  later  made  agreement  with  Chester  Borton 
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for  sale  of  the  property  at  $90,000.  Later  Mr.  Borton  attempted  to  exercue 
the  aRreement,  but  Barnes  &  Tibbltts  refused  to  sell.  Captain  Tlbbitts  told  ns 
that  this  month  a  substantial  real  estate  operator  offered  to  buy  the  bulk  of  his 
property  at  a  front-foot  price  to  net  over  $20,000  per  acre.  On  appraisal  made 
of  the  property  for  the  State  commissioner  of  corporations  wlthlu  a  few  months 
the  appraiser  set  a  price  of  $287,000  for  the  property,  or  $17,424  per  acre. 

L.  A.  Pederson. — ^Thls  piece  of  8.14  acres  was  sold  early  In  April,  1917,  the 
deed  being  dated  October  31,  1917,  to  Mr.  Pederson  at  $65,000,  or  $7,985  per  acre. 
Peilersou  afterwards  agreed  to  sell  the  property  In  April,  1918,  for  $210,000,  but 
later  paid  $10,000  to  be  released  from  the  sale. 

Rolph  Shipbuilding  Company  tract, — ^Thls  tract  of  4.65  acres  was  sold  in 
May,  1918,  by  G.  A.  Hind  to  Mayor  James  Rolph,  jr.,  of  San  Francisco,  for  ship- 
building puri)oses.    The  price  paid  was  $20,000  per  acre. 


Bor/ies 


8ati  Francisco  Bridge  Company. — San  Francisco  Bridge  Company  have  be** 
holding  for  $200  per  front  foot.  Recently  this  company  offered  property  at  $210. 
At  this  rate  per  front  foot,  the  value  would  be  $21,799.31  an  acre. 

Dow  Pump  <C-  Diesel  Engine  Company. — ^Thls  company  has  occupied  for  some 
years  the  tract  owned  by  It,  and  no  data  Is  available  showing  the  original  cost 
Between  the  Dow  Pump  &  Diesel  Engine  Company  and  the  Park  Street  Bridge 
the  Alameda  water  front  Is  cut  Into  small  lots.  A  small  tract  of  350  feet 
frontage  and  250  feet  depth  was  recently  acquired  by  E.  F.  Beck.  For  300  feet 
frontage  he  paid  80  cents  per  square  foot,  or  at  the  rate  of  $34,848,  and  for  the 
balance  of  fifty  feet  at  68  cents  per  square  foot,  or  at  the  rate  of  $29,620.80  per 
acre. 

III.   PROPERTY  ON  NORTH  SIDE  OF  OAKLAND  ESTUARY. 

• 

Western  Pacific  holdings. — Industrial  develoinnent  on  the  northern  side  of 
Alameda  Estuary  begins  at  the  land  owned  by  the  Western  Pacific  Railroad 
Company.  The  land  owned  by  this  railroad  Is  approved  by  their  appraisers  at 
$1.20,  or  $52,272  per  acre,  which  figure  Is  the  basis  for  various  leases  made  by 
that  company. 

Moore  Shipbuilding  Company. — ^Moore  Shipbuilding  Company,  which  owns 
tract  of  fourteen  and  one-half  (14i)  acres,  on  the  request  of  the  Fleet  Corpora- 
tion for  an  appraisal  of  their  plant  In  December,  1917,  fixed  the  value  of  their 
lands  as  unimproved  at  $50,000  per  acre. 

In  January,  lOlS,  the  Moore  Shipbuilding  Co.  purchased  from  Llbhy,  McNeil 
&  Llbby  a  plot  of  3.46  acres  with  a  right  of  way  to  the  property  for  $200,000,  or 
$57,702  per  acre.  This  same  piece  was  purchased  early  In  1917  from  F.  J. 
Woodward  for  $100,000,  or  $46,213  per  acre.  It  is  understood  that  Mr.  Wotxlward 
purchased  this  property  shortly  before  the  European  war  for  approximatriy 
$00,000. 

The  Moore  Sliipbullding  Co.  leases  an  adjoining  tract  for  a  rental  based  on  6 
per  cent  on  $54,450  per  acre. 

Between  the  Moore  Shipbuiltling  Co.  and  the  Webster  Street  Bridge,  the  water 
front  is  ownetl  by  the  Pacific  Gas  &  Electric  Co.  and  the  city  of  Oakland.  This 
land  has  not  changed  hands  for  a  number  of  years,  and  throws  no  light  on  our 
present  Inquiry. 

The  tract  of  thirty  (30)  acres  owned  by  the  Santa  Fe  Railroad  Co.  was  pur- 
chased by  it  in  1912  at  a  price  In  the  neighborhood  of  $1,000,000.  or  $33,000  per 
acre. 

The  next  pieces  which  should  be  considered  are  those  west  of  the  north  arm 
of  the  Alameda  estuary : 

Hanlon  Dry  Dock  d  Shipbuildin-g  Co.— In  March,  1918,  the  Hanlon  Dry 
Dock  &  Shipbuilding  Co.  purchased  from  the  Magneslte  Dock  &  I^nd  Co. 
a  tract  of  six  and  one-half  (6i)  acres  with  a  lease  for  twenty-five  (25)  years 
from  the  city  of  Oakland  of  three  and  one-half  (Si)  acres  for  the  sum  of  $164,000. 
As  the  validity  of  the  lease  Is  questionable,  to  value  It  at  $10,000  would  be 
liberal.  This  would  leave  the  land  purchased  $154,000,  or  at  the  rate  of  $23,642 
per  acre. 
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The  location  of  the  land  Is  shown  as  follows : 


The  Spencer  KpUogg  d  Sons  purchase. — In  early  1918,  Spencer  Kellogg  & 
Sons  purchased  at  $17,500  per  acre  from  the  Magnesite  Dock  &  Land  Co.  the 
tract  adjacent  to  the  above  parcel  purchased  by  the  Hanlon  Shipbuilding  & 
Dry  Dock  Co.    This  tract  is  marked  B  in  the  above  map. 

The  Barron  estate  property. — In  1916  the  Barron  estate  received  from  the 
de  Fremery  estate  in  a  trade  the  tract  marked  O  on  the  above  map.  At  the 
time  the  trade  was  made  an  appraisal  set  the  value  of  the  property  at  $28,314 
per  acre.  Recently  a  parcel  was  leased  by  the  Barron  estate  on  a  rental 
based  on  a  $30,000  per  acre  valuation. 

Pcific  Steel  d  Wire  Co.  holding. — There  have  been  no  recent  transfers  of 
properties  east  of  the  Barron  estates  and  north  of  Government  Island.  The 
large  block  of  water-front  property  partly  owned  and  partly  leased  by  the 
Pacific  Steel  &  Wire  Co.,  between  Nineteenth  Street  and  Denison  Street,  is 
held  for  rental  based  on  a  valuation  of  $20,000  per  acre. 

The  Carlston  Woodtoard  tract. — This  tract  of  9.68  acres  on  the  Oakland  side 
of  the  estuary  and  near  the  Park  Street  bridge  is  held  for  $1  per  square  foot, 
or  $43,560  per  acre. 

IV.   ASSESSMENT  FOB  TAXING  PURPOSES. 

The  land  under  option  is  assessed  uniformly  throughout  at  about  $2,100  an 
acre.  This  rate  is  also  that  at  which  the  land  now  of  the  Bethlehem  Shipbuild- 
ing Corporation  (Ltd.),  lying  behind  its  water-front  land,  is  assessed. 

These  figures  do  not  furnish  any  criterion  upon  which  to  base  an  estimate  of 
the  value  of  the  property  covered  by  the  option,  since  the  assessments  in  Alameda 
County  are  notoriously  low  and  do  not  take  into  consideration  increase  in  values 
owing  to  war  conditions. 

CONCLUSIONS — ^VAXUES   COM PAKED— OAKLAND  AND  ALAMEDA   SIDES  OF  B8TUABY. 


From  the  figures  heretofore  given  it  will  be  seen  that  the  Oakland  water-front 
values  in  general  ran  from  around  $30,000  upward,  and  that  as  to  the  Alameda 
water-front  values  the  current  prices  asked  are  generally  in  the  neighborhood 
of  $20,000  per  acre.  A  large  cause  of  this  difference  is  the  fact  that  Oakland 
Is,  according  to  recent  estimate,  a  city  of  285,133  inhabitants,  whereas  the  popu- 
lation of  Alameda  is  only  34,259.  The  water  front  of  the  city  of  Oakland  has, 
moreover,  been  almost  taken  up  and  is  now  being  used  for  Industrial  or  shipping, 
purposes,  whereas  the  extensive  use  of  the  Alameda  marsh  lands  is  compara^ 
tively  new.  Nevertheless,  the  amount  of  land  available  on  the  Alameda  shore- 
is  very  limited,  and  it  is  easy  to  foresee  that  it  will  in  a  comparatively  short 
time  be  occupied  by  industries  and  be  very  difficult  to  obtain. 

Values — rise  in. — A  casual  examination  of  the  figures  given  shows  how  rapidly 
the  prices  for  land  on  the  Oakland  estuary  have  risen.  An  example  is  the  - 
parcel  of  8.14  acres  owned  by  L.  A.  Pederson  and  purchased  for  $65,000,  and^* 
within  two  years  rising  to  a  bid  price  of  $210,000.  The  Barnes  &  Tibbitts  piece 
is  another  case  in  point.  The  tract  purchased  by  the  Moore  Shipbuilding  Co. 
rising  nearly  300  per  cent  is  another  instance.  At  the  present  time  there  is  a 
boom  in  real  estate  prices  on  the  Oakland  estuary.  Shipbuilding  activity  is  one. 
large  cause  of  it.-  Whether  prices  are  at  the  top  and  how  far  they  will  run  off^ 
it  is  impossible  to  answer.  There  are,  however,  to-day,  boom  conditions,  and  a* 
purchaser  for  land  on  the  estuary  must. pay  prices  far  in  excess  of  what  he 
would  have  paid  a  few  years  ago. 

.    Values  compared— Liberty  site — other  Alameda  sites. — ^As  compared  with  the 
.majority  of  Alameda  water-front  sites,  the  Liberty  site  has  in  its  favor  that  it 
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Is  fronting  on  a  wide  thirty  foot  (30)  deep  channel.  It  does  not  face  Gorern- 
ment  Island.  The  land  has  the  further  advantage  of  having  its  pierhead  and 
■bulkhead  lines  inside  the  line  of  private  property — 1.  e.,  the  Peralta  Grant  line- 
In  other  words,  the  State  and  city  are  not  in  a  position  to  control  any  land  in 
front  of  the  property,  and  through  tools  or  dockage  of  any  \slnd  to  levy  charges 
•on  vessels  loading  or  unloading  on  docks  of  the  property. 

The  purchaser  must,  however,  remember  that  the  depth  of  the  mud  over  the 
liardpan  to  which  piles  must  be  driven  is  very  considerable.  Tlie  hardpan 
•comes  nearer  to  the  surface  as  one  goes  easterly,  and  this  tends  to  make  tract 
'So.  23  of  the  Alaska  Packers'  Association  of  more  value  per  acre  than  the  water 
front  of  tract  No.  30. 

SUMMARY. 

The  boom  in  estuary  land,  the  limited  area  of  that  land,  the  sise  of  the 
Liberty  tract  and  its  unusual  depth,  and  the  question  of  hard  pan  are  only 
some  of  the  factors  that  make  the  appraisement  of  the  land  under  option  to 
the  Fleet  Corporation  difficult. 

Our  conclusions  may  be  summarized  as  follows : 

The  price  of  $1,000,000  is  not  cheap,  but  it  is  n<»t  an  extravagant  figure. 

If  we  were  called  on  to  set  an  exact  figure,  we  would  Incline  more  to  that 
set  by  Mr.  Bancroft  than  to  that  set  by  Mr.  Dinsmore. 

If  after  considerable  time  spent  in  negotiations  we  could  close  the  pun^hase 
of  the  large  eighty-one  (81)  acre  piece  of  tract  No.  30,  I.  e.,  that  behind  the 
water  front,  for  $8,000  to  $9,000  an  acre  and  of  the  remaining  seventy-five  (7-^) 
acre  picn^e  at  $'.^,500  per  acre,  or  a  total  of  $8^0,000  to  $910,000  for  both,  we 
should  be  well  satisfied. 

We  do  not  think  that  we  (?ould  secure  prices  .such  as  the  above  unless  we  were 
ready  to  spend  some  months  in  negotiating  and  bring  home  to  the  sellers  that 
if  we  considered  the  price  high  we  should  not  purcha.se. 

We  are  satisfied  that  the  directors  of  the  Oakland  Water  Company  do 
not  consider  that  they  are  charging  an  unwarranted  price,  although  they  are- 
pleased  to  dispose  of  this  tract  at  what  they  consider  a  fair  although  sufficient 
price. 

In  reaching  our  conclusion  we  have  not  considered  the  assumption  requfrpd 
in  the  contract  by  the  Fleet  Corporation  of  the  dredging  contract  or  of  the 
obligatio.i  to  pay  taxes.  In  our  opinion  these  payments  will  be  offset  by  the 
value  of  the  easements,  the  rights  of  way  dedicated  to  the  city,  and  the  oth^r 
grants  of  the  Oakland  Water  Front  Company. 

In  regarding  the  matter  as  a  whole  the  following  must  also  be  considered: 
The  necessity  arising  out  of  the  war  and  the  shipping  situation  that  the  Fleet 
Corporation  procure  at  once,  and  therefore  with  a  minimum  of  negotiation,  a 
site  on  the  Pacific  coast  suitable  for  the  construction  of  large  ships,  and  nhto 
the  advantage  of  locating  such  a  site  near  to  the  going  plant  of  the  Bethlehem 
Shipbuilding  Corporation  (Ltd.).  Giving  weight  to  these  factors  and  as  a 
result  of  our  Investigation  into  the  values  of  other  water-front  property  on 
Oakland  estuary,  we  have  reached  the  conclusion  that  the  Fleet  Corporation 
is  justified  in  paying  $1,000,000  for  the  land  described  in  the  option. 

Respwtfully  submitted. 

(Signed)  S.  A.  Jubb, 

Supervising  Engineer. 

(Signed)  Thomas  A.  Thacheb, 

AiHstant  CaunseL 

(Signed)  AtJSTiN  T.  Wright. 

Assistant  District  Counsei. 


TRACT  E. 


Oakland,  Caldt.,  July  20^  l9iS, 

Attention  Mr.  Thacher. 

Emergency  Fleet  Corp., 

Legal  Division,  Exchange  Bldg.,  San  Frafnoisco,  CoHf, 

Gentlemen  :  I  hereby  give  as  my  opinion  that  the  Talne  of  the  property 
described  as  "  Lots  Nos.  1,  2,  3,  4,  5,  6,  and  7,  and  fractional  lots  9,  10,  11,  12, 
13,  14,  15,  and  16,  in  block  J,  on  map  of  property  of  Golumbna  Bartlett,  IIM 
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Nov.  12,  1877,  tract  ^,  W.  of  line  of  St.  Charles  Street  of  Waymire  Suit  Map, 
set  apart  to  Chas.  L.  Taylor,  Nathaniel  C.  Page,  and  Herbert  A.  Page,"  Is 
ril,500. 

This  property  was  not  included  in  the  valuation  rendered  you  on  July  18, 
covering  tract  No.  30  of  the  Alameda  marshlands. 
Yours,  very  truly, 

(Signed)  P.  A.  Dinsmobe. 


Report  on  Vai^ue  or  Property  of  the  Oakland  Water  Front  Co.,  Alameda, 
Calif.,  Known  as  Tract  No.  30  of  the  Alameda  Marshlands,  Containing 
164,931  Acres,  More  or  Less. 

Location. — This  property  is  situated  on  the  south  side  of  the  Oakland  Harbor 
and  adjacent  on  the  south  to  the  property  of  the  Bethlehem  Steel  Co.  It  has  a 
frontage  of  1,640  feet,  more  or  less,  on  the  right  of  w^ay  of  the  Southern  Pacific 
Railway  on  the  west,  and  the  northeasterly  portion  has  a  frontage  on  the  Oak- 
land Harbor  of  2,000  feet,  more  or  less. 

Character  of  land. — ^The  land  was  originally  marshland,  which  has  been 
filled  in  the  last  year  or  two  by  dredgings  from  the  Oakland  Harbor.  This 
filling  is  still  going  on  in  some  parts  of  the  land. 

Water  frontage. — Oakland  Harbor,  opposite  the  water  frontage  of  this  land, 
has  a  width  of  over  1,000  feet;  the  harbor  has  been  dredged  to  a  depth  of  30 
feet.  This  presents  ideal  (•ondltions  for  a  shipbuilding  plant  such  as  is  pro- 
jected here. 

Railroad  faciHtien. — The  Southern  Pacific  Railway  have  a  line  on  the  western 
e<lge  of  this  property.  I  understand  it  is  also  proposed  to  bring  a  line  along  the 
southerly  line  of  the  property.  This  will  give  first-class  spur-track  facilities 
to  all  parts  of  the  premises.  Street  car  transportation  is  not  very  good,  the 
nearest  street  car  line  at  present  being  on  Webster  Street,  which  Is  a  long 
distance  from  the  eastern  end  of  this  property.  The  Southern  Pacific  also 
operates  a  passenger  ser\'ice  between  Oakland  and  Alameda,  which  car  runs  on 
the  line  of  the  Southern  Pacific  adjacent  to  the  western  end  of  the  property. 

Derelopment. — Owing  to  the  fact  that  all  this  land  will  require  piling  where 
any  structures  of  any  size  are  placed,  it  will  be  very  expensive  property  to 
develop.  Some  portions  of  this  property  show  a  depth  to  stiff  blue  clay  of 
over  69  feet.  Any  price  placed  on  property  of  this  character  must  take  into 
con.«?ideration  the  increased  cost  of  putting  In  foundations  for  buildings  due 
to  the  unstable  character  of  the  top  soil.  The  increased  cost  of  development 
not  only  applies  to  increased  cost  In  foundations  of  buildings,  but  also  for 
roadways,  rnilroad-track  construction,  etc.  This  property  Is  well  situated  as 
regards  access  from  residential  neighborhoods  suitable  to  the  class  of  people 
who  would  be  employed  in  shipyards  such  as  is  proposed  to  establish  here. 

Value. — ^Taking  into  consideration  the  ^ize  of  the  property,  Its  location,  cost 
of  devdopment,  market  for  a  piece  of  land  of  this  character  and  size,  and  the 
fact  that  the  buyer  will  pay  cash,  I  am  of  the  (pinion  that  $665,000  is  a  rea- 
sonable price  for  this  property  as  a  whole. 

This  opinion  is  concurred  In  by  Mr.  R.  W.  Kittrelle  and  H.  A.  Lafier,  of 
Oakland,  both  of  whom  are  men  of  wide  experience  in  the  sale  of  what  are 
known  as  Industrial  and  shipping  sites.    • 

P.   A.   DiNSMORBu 

Oakland,  Cauf.,  July  18,  1918. 

(These  exhibits  can  not  be  reproduced  and  have  been  filed  with  the  com- 
mittee, where  they  can  be  seen  upon  appllcatiOD  to  the  clerk.) 
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